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PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


MONDAY, APRIL 30, 1951 


Hovse or RepresENTATIVES, 
Suscommittrer No. 1 or THe Seiecr 
Com™iItTrer oN Smatx Bustness, 
¥ St. Louis, Mo. 


The subcommittee met, pursuant to notice, at 10 a. m., in the grand 
ballroom, Statler Hotel, St. Louis, Mo., Hon. Thomas B. Curtis, of 
Missouri, presiding. 

Present: Representatives Curtis, Clinton D. McKinnon, of Cali- 
fornia, and R. Walter Riehlman, of New York. 

Also present: Victor P. Dalmas, executive director of the select com- 
mittee staff, and Jeremiah T. Riley, of the staff. 

Present representing Federal agencies: John S. Bartlett, field rep- 
resentative, National Production Authority: Walter J. O'Donnell, 
manager, Office of Smal! Business, Reconstruction Finance Corpora- 
tion; Charles G. Alexander and Charles M. Lee, Reconstruction Fi- 
nance Corporation; Lt. Joan Flickinger, Munitions Board, Depart- 
ment of Defense; Leo H. McCormick, Assistant to the Administrator, 
and Allen Clarkston, Office of Price Stabilization; J. L. Hornbostel, 
General Services Administration; Perry A. Peterson, Petroleum Ad- 
ministration for Defense; and William T. McCormick, deputy special 
assistant to the Administrator, Office of Small Business, Economic 
Cooperation Administration. 

Mr. Bryan. Gentlemen, if you will, be seated. 

This is the opening of the meeting to be held today in our city by the 
Small Business Committee of the House, and as chairman of the 
small-business committee of the local chamber of commerce, it is a 
pleasure to welcome these distinguished gentlemen to our city, and to 
welcome all the members of their staff. 

We are happy that St. Louis has been selected as one of the cities 
in which a session would be held. 

We are fortunate in St. Louis that they decided to come here be- 
cause it gives many of our businessmen an opportunity to reveal their 
problems and their questions, and to seek advice as they deem neces- 
sary, and as we can see the day will be a full program. 

While the board downstairs said that the opening would be at 10:30 
we are beginning immediately. 

In conclusion, I want all of you to know that we are happy to have 
you and if there is anything we can do to make your stay here today 
more pleasant and profitable, call on us. 

It is a pleasure for me now to turn the meeting over to Congress- 
man Clinton McKinnon, of California. 
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1860 SMALL BUSINESS AND THE NATIONS% EMERGENCY 


Mr. McKrynon. Thank you, Mr. Bryan. 

Gentlemen, our committee, the Small Business Committee of the 
House, is very glad to be in St. Louis today with you. 

We appreciate what an important part of the country St. Louis is 
and we know that many small-business men of St. Louis are having 
problems with war production and war orders, and the switch from a 
peaceful economy into a mobilization economy. 

Now, our Small Business Committee of the House was first formed 
in 1941, in order to guarantee the small business people a fair share of 
war orders in the mobilization effort. 

We all realize that small business usually gets the pinch when it 
comes time to switch from a peac etime e& sonomy into a wartime econ- 
omy, and we know the tremendous job that small business plays in 
our American free-enterprise system. 

We do not want to see orders get so concentrated as to put the small- 
business man out of business. Therefore, this committee has been 
set up, and it has been operating for better than 10 years now trying to 
assist the small-business men in their problems. 

It often happens that in committees like these a committee will come 
toa community, will listen to their troubles, listen to the testimony, and 
then depart without anything being done about the problems. 

We try to operate our committee in a different way. We are oper- 
ating ours in more or less of a clinic fashion. We are interested in 
specific problems and not general conditions. 

We hope that when you come before us to give your testimony this 
morning that you will come right to the point on your specific prob- 
lenis. 

We have with us here today people from the 
agencies who will be in a position, perh: aps, we hope, t 


to your problem and to help you solve it. 
We realize that you probably will have problems that break down 


into the mater of getting war orders and into the matter of getting ma- 
terials to keep alive and operating, into the matter of financing for 
plant expansion to meet the war effort, and probably other indiv dual 


various Government 
o get right down 


problems. ai 
We have brought with us from Washington, and picked up locally 


in St. Louis, the representatives of these Government agencies. So 
between you and between them and between ourselves maybe we can 
come up with the answers to your problems this morning. 

At least we have been able to do that in a number of communities 
where we have had hearings, and we hope that we can do that for you 
this afternoon and this morning. 

I would like to point out to you people that this committee operates 
in a nonpartisan fashion. We have Democrats and Republicans on this 

We are not interested in politics in the operation of small 
We are interested in getting the job done for the benefit of 
Therefore, this committee operates strictly along 


committee. 
business. 
small business. 
nonpartisan lines. 

We hope when you give your testimony that you will operate in the 
same way because we do not feel that politics has a place in, these 
kinds of meetings. 

I would like to introduce the members on our committee. We have 
three subcommittees operating because the United States is so big that 
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it is impossible to get every place with the full committee, so we 
break down into small subcommittees in order to cover the whole 
United States, to ascertain the problems of the small-business men. 

We have with us today here in St. Louis Congressman RiehIman 
from Syracuse, N. Y. Mr. Riehlman is very well acquainted with 
many industrial problems because he comes from an industrial 
community. 

Then you know your own Congressman, the hard-working, able 
and efficient Tom Curtis from St. Louis. 

I come from San Diego, where we have aircraft and a naval center. 
We do not have the industry that you have in St. Louis. We appre- 
ciate it, and we wish we had some of it. 

Now, no committee would be able to function properly without 
a good director for the staff of the committee, and we feel very 
fortunate in having Mr. Victor P. Dalmas as executive director of 
the committee. He has handled the committee for many years in a 
very efficient, able, and helpful manner. 

Now, gentlemen, we hope, when you come before us to testify, that 
you will keep your statements right to the point, so that we will have 
time to get everybody into the operation, so everybody will have a 
chance to give their testimony. 

Before we proceed, I would like to have the various representatives 
of the Government come up to this table here and be on hand as our 
backstop for these problems. 

To start off with, I will ask Mr. Bartlett to stand up and identify 
himself, and then we will proceed down the line. 

Mr. Bartierr. My name is John S. Bartlett, and I am with the 
Department of Commerce, National Production Authority, Office 
of Small Business. May I ask, if there are any representatives here 
from the St. Louis office of the Department of Commerce, will they 
please come forward and make themselves known. 

Mr. McKinnon. Meanwhile, I would like to introduce Mr. Perry 
Peterson of the Petroleum Administration for Defense. 

Next we have Lt. Joan Flickinger from the Munitions Board. 

Then we have Mr. Leo McCormick of the Office of Price Stabiliza- 
tion from Mr. DiSalle’s office. Do you have a local officer with vou? 

Mr. Leo McCormick. Yes; Mr. Allen Clarkston, director of OPS 
for the St. Louis area. 

Mr. McKinnon. I understand that in St. Louis we also have a pro- 
curement office for the Army Ordnance, and we made a request that 
they be with us in case we should have matters of procurement coming 
up. 
Lieutenant, were you able to get in touch with them ? 

Lieutenant FLickrncer. We sent a message over, and I believe that 
they will be here shortly. 

Mr. McKinnon. They should be here in a little while then? 

Lieutenant Firicxincer. I think so. 

Mr. McKinnon. Then we have with us some people from the RFC. 
Mr. Walter J. O'Donnell is from Washington, and Mr. Charles G. 
Alexander, and Charles M. Lee are here from the local office: so. if 
you fellows need any money, we have got the boys with the money— 
we hope. : 

Are there any other governmental agencies represented here? Fine. 
We are glad to have you people with us. You are a very great help. 
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Now, will you men from the RFC come up here and join this row, 
so that the constituents can have a good look at you. 

We also have another staff member with us, Mr. Jeremiah T. Riley. 

We learned a long time ago when we got into a local court that the 
best thing to do was to get a ‘local pilot who could get us safely docked. 

We want to run this meeting in order to serve St. Louis ‘best, and 
for that reason I am going to turn the gavel over to your own Con- 
gressman, Mr. Tom Curtis, who will be chairman for the day to handle 
this meeting. 

Mr. Curtis, if you will take over, we would appreciate it. 

Mr. Curtis. Thank you very much, Clint; and, of course, it is always 
good to get back into the home port and be with local folk. 

I hope that we will be able to do some good for you here today. I 
know that we are looking forward to the testimony that we are going 
to receive. 

I might make this further statement, that the information that we 
acquire here does not just go with the day. This is all recorded, and 
the information that we obtain from the hearings will be studied by 
the whole committee, and will also be available to the entire Con- 
2T ess, 

Incidentally, if any of you might like copies of the hearings when 
they are written up, probably we can do something about it. 

Before proceeding further, I want to pay personal tribute to the 
good work done by the St. Louis Chamber of Commerce in setting this 
meeting up for us, and to the associated industries in Missouri: who 
have been very helpful in the matter. Mr. Theodore Kraus in par- 
ticular, who has done much of the work, and particularly also to Mr. 
Royal Coburn, who has acted here as an individual with great civic 
interest, working very hard in getting the meeting set up. 

We also want to thank the staff of the hotel for making these facili- 
ties available to this congressional committee. 

Now, so that we will try and keep on time and catch up a bit, we will 
call our first witness, who is Mr. Charles J. Dietrich, from the Ab- 
sorene Co. 

Will you take the chair up there, Mr. Dietrich, and I believe you have 
a written statement; so you may just proceed. 


STATEMENT OF CHARLES J. DIETRICH, ABSORENE 
MANUFACTURING CO., ST. LOUIS, MO. 


Mr. Drerricny. My name is Charles J. Dietrich, and I am with the 
Absorene Manufacturing Co. 

The effect of price controls is my subject. 

In connection with the effect of price controls on our products, we 
find that, due to our manufacturing strictly seasonal merchandise, we 
have run into considerable diffic culty in securing orders at our present- 
day selling prices. 

Advance orders are taken during the late months of the year, from 
the jobber or wholesaler who, in turn, resells it during the spring 
household-cleaning season. We publish our yearly price list in Sep- 
tember of each year, and these prices normally hold for a 1-year period. 
On September 8, 1950, we mailed out a price list to some 4,000 cus- 
tomers, which prices were about 12 percent above the prices published 
in September 1949. Our customers have been in the frabit of placing 
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their orders, in advance, in the late fall. Shipments are made during 
the early months of the following year. 

We find, as an example, customer A made a purchase during the 
early spring of 1950 at the 1949-50 price. After the spring household- 
cleaning season expired, which is normally at the end of June, this 
customer A found he had enough goods left over to cover his early 
1951 needs. 

Our salesman called on customer A during February 1951, to secure 
his usual order for his spring requirements. At that time he was 
just about sold out on the merchandise he had left over, which was 
purchased at a lower price during 1950. Customer A stated that he 
would not be able to place an order at our prevailing prices as he had 
not made a purchase at the higher prices prior to the freeze, and 
therefore must resell at the prices he published during the base period. 

His attention was called to many other customers in the same city 
who had purchased and resold at the higher prices prior to the “freeze.” 
Customer A stated that it made no difference to him what other cus- 
tomers were selling our product for, and that he could not purchase or 
resell at the prevailing prices since he had not made a purchase which 
would have enabled him to raise his prices, and the net result, of course, 
was the loss of an order. 

It was called to the attention of customer A that we had fair- 
traded our product at the higher prices in many States in which a 
signed agreement was made that our product would not be sold be- 
low the minimum indicated. It was pointed out that if a customer 
were to buy, at the higher prices in effect today, and sell at a lower 
frozen price, he would be violating the fair-trade laws of the State. 
On the other hand, if customer A, regardless of his lower frozen 
prices, was to maintain the minimum fair-trade prices, he would be 
violating the Federal laws regarding price freezes and controls. 

It was further brought out by customer A and ourselves that it 
was absolutely in order for customer A to buy merchandise similar 
to ours from one of Absorene’s competitors and to sell this merchandise 
at the prevailing prices of our competitor, which, in most instances, 
were almost identical to the prices of Absorene. Since customer A 
had not offered for sale our competitor’s merchandise during the base 
period, he would be perfectly in order in purchasing a competitive 
product to Absorene and selling it at the prices normally in effect 
this date. This, of course, is an extreme hardship on both the cus- 
tomer and the Absorene Co., as household-cleaning products like the 
ones the Absorene Co. makes are sold mostly during the early months 
of the year. It has caused us to loge a considerable amount of busi- 
ness from customers who have handled our product for many years. 
The writer personally contacted St. Louis, Kansas City, and Washing- 
ton, D. C., to try to get some immediate relief, but the best help or 
advice we could get was for us to be patient and that it will eventually 
be cleared up. As mentioned, it must be understood that the house- 
hold-cleaning season ends in June, and it normally requires the jobber 
and wholesaler to have their stock in the warehouse 3 to 4 months in 
advance for proper distribution. As of this date, April 3, 1951, we 
have had no relief whatsoever, and it would appear as if a consider- 
able amount of business will be lost because of this price-control law. 

Securing scarce materials: Another item we are extremely con 
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cerned with is the securing of scarce materials. We normally secure 
our soda ash in carload lots from various companies. Five com- 
panies are known to manufacture soda ash. 

It appears that, regardless of which company is contacted, the 
delivered price of soda ash, in carload lots to St Louis, is the same 
from any one of these 5 companies. We placed orders, as long as 
9 or 10 months ago, with two different companies, and we received 
one small truckload shipment from them. Their reasons for not 
furnishing more were, first, we had not signed a contract with them 
at the beginning of 1950 for our estimated yearly needs, and, second- 
ly, large new users of soda ash were receiving preference, which we 
assume are so-called defense orders. On the other hand, we are 
securing soda ash from local jobbers or distributors in this area at 
a higher price. We have been users of soda ash in carload lots for 
nearly 60 years, and if we are deprived of this chemical it will seriove- 
iy affect the existence of our company. Thank you. 

Mr. Courris. Thank you very much, Mr. Dietrich. 

Now, I would like to get one thing clear on this problem of price 
stabilization. You have contacted the local Board here; have you 
not ¢ 
Mr. Deerricn. I have talked to Mr. Eyerman on a number of 
occasions. 

Mr. Curtis. But the situation has not been solved here locally; is 
that correct? 

Mr. Drerricu. Well, our situation is a national one; it is Nation- 

wide. 
Mr. Curtis. It is Nation-wide. The reason I have asked is be- 
cause we have had this experience in other areas that the businessmen 
seem to think, if the local OPS had the authority to make a decision 
which you could rely upon, that that would relieve the problem to 
a certain extent, even though the Washington office might later over- 
rule it. 

Now, I wonder if that would assist you in any way ? 

Mr. Drerricn. I believe it would assist and help considerably 
everywhere if they were given a little more authority. 

Mr. Curris. This committe is very interested in seeing to it that 
more authority is given locally. 

Congressman McKinnon. 

Mr. McKinnon. Mr. Dietrich, your price increase of 12 percent 
last September, was that based upon the increase of raw materials 
to you, or was that based in anticipation that we were going to get 
into a price freeze, and you wanted your price structure fixed 

Mr. Drerricu. That increase in September of 1950 was mainly 
losses that we have absorbed between 1940 and 1950, with a small 
percentage of about 4 or 5 cents for anticipated increase. 

From September 1950 to the present day we have not raised our 
product 1 penny, although many materials have jumped as much 
as 50 percent. , 

McKinnon. You set the price just one time a year? 

Mr. Drerricu. That is the practice of our industry on account of 
the seasonal nature of our business, and on account of placing orders 
6 montis in advance. 

Mr. McKrxnon. Would you be in the same position if you had 
not taken that 4 or 5 percent as an anticipation of an increase? 
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Would you still be at a disadvantage from the price stabilization 
standpoint; do you think? 

Mr. Drerricu. You mean as a manufacturer / 

Mr. McKinnon. Yes. 

Mr. Drerricu. What disadvantage do you speak of, Congressman / 

Mr. McKinnon. Well, when you had this increase of 12 percent, 
you say that about 5 percent was anticipatory of increases that were 
to follow. 

Mr. Dierricu. We had about a 6-percent loss during the previous 
period; so we added about 5 or 6 percent in anticipation of increases 
Our reason for not going anywhere near what it turned out to be 
was because of the publicity, as you remember, that we were going 
to roll-back to Korea, then back to September, then November, then 
December, and then January 1. So, we figured that we just absorbed 
that and that somewhere along the line there would be a roll-back, 
and then we would not be too far out of line. 

But, when the price freeze was set on January 25, all of the damage 
was done. 

Mr. McKinnon. Well, in your appeal to the Office of Price Stabil- 
ization, could you show that, if you had not raised your price 12 per- 
cent, today you would be in trouble ¢ 

Mr. Dierricu. If I had not raised it, I would definitely be in 
trouble. 

Mr. McKinnon. So, they cannot say that your raise was a profit 
raise, but it was purely a raise in order to stay in business; was it 
not ¢ 

Mr. Drerricu. Definitely so. 

Mr. McKinnon. That is all. 

Mr. Curtis. Maybe we might have at this time a comment from 
Mr. Leo McCormick on that. 

Mr. Leo McCormick. Yes, sir, Mr. Chairman. 

Mr. Dietrich, as I analyze this problem, it is a problem that should 
be solved, I think you are right, sir, at the local level. The reason 
we have not been equipped to do that is because we have not decentral- 
ized fast enough. We have been in business only 12 weeks. We are 
scheduled and pressing for it very heavily. 

As I understand, it, it is the replacement of seasonal merchandise ; 
is that right. 

Mr. Dierricn. That is right. 

Mr. Leo McCormick. There is a provision in the original freeze 
for an adjustment, and in this case it 1s a matter of getting manpower 
and getting to work on it. 

I would be glad this morning to go through and see what we can 
do, I would be glad to go through it with you. It is a pretty late hour, 
but it will have to be done in Washington and, of course, there are 
many things being done there. 

The provision is there, Mr. Congressman, for adjustment, in the 
event that his facts merit it. 

Mr. Curtis. I would appreciate it if you would take that up this 
morning with Mr. Dietrich. 

Mr. Leo McCormick. Yes, sir; I will do that. 

Mr. Curtis. Mr. RiehIman, do you have some questions? 

Mr. Rreutman. I don't think I have any questions, not if Mr. Me- 
Cormick will take it up with him. It may be possible to get the prob- 
lem settled right here. 
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Mr. Leo McCormick. There is one other point, as I understood it, 
sir, that was also a question of the Fair Trade Act conflicting with the 
price; is that right, sir? 

Mr. Drerricu. We have had a tremendous amount of trouble with 
that. 

Mr. Leo McCormick. Last week or week before last an amendment 
was proposed relieving that whole situation, that situation was re- 
lieved, and I can explain how to make application to Washington, and 
you can go ahead and comply with the Fair Trade Act. 

Mr. Drerricn. Might I just ask, how would that affect all the dif- 
ferent States so far as their trade laws are concerned? Let us take 
the large people like Decoe and Reynolds and Hibbard, Spencer and 
Bartlett, and some of the ple that do hundreds of million dollars 
worth of sales, they have Sieh sort of on the fence as to whether to 
break the State laws or whether to break the Federal laws, and that 
has occurred now in some 12 to 15 States. They have gone to the local 
committees and, of course, the local committees don't have any au- 
thority, and then they have gone to the State and to W ashington, and 
as Mr. Eyerman explained it to me, the price at which it was offered 
during the freeze, regardless if it was in error is the price that you 
must sell at although your competitor can sell much higher. 

Mr. Leo McCormick. Mr. Dietrich, under this new amendment, 
it is Nation-wide, and the relief is Nation-wide. In other words, you 
are allowed under this amendment to comply and not violate the State 
fair trade acts. 

Mr. Dierricu. Well, I just love to hear that. 

Mr. Curtis. Thank you very much. That was a splendid statement 
and very helpful. We hope that you will be able to get into those prob- 
lems and we will get into them, and maybe we will be of some help to 
you this morning. 

Mr. Drerricn, Thank you very much, Mr. Congressman. 

Mr. Curris. Next will be Mr. Lawrence K. Roos of the Mound City 
Trust Co. 

Mr. Roos has a particular problem, and I hope we are going to be 
able to help him solve it this morning. They have been out there work- 
ing on it. Mr, Roos, please go ahead and make your statement, if you 
will. 


STATEMENT OF LAWRENCE K. ROOS, VICE PRESIDENT, MOUND CITY 
TRUST CO., ST. LOUIS, MO. 


Mr. Roos. My name is Lawrence K. Roos and I am vice president 
of the Mound City Trust Co. 

Mr. Chairman and honorable members of the Small Business Com- 
mittee: The Mound City Trust Co. appreciates this opportunity te 
appear at your committee hearing to discuss some of the critical 
problems facing small business firms in today’seconomy. For 30 years 
we have served the business community of North St. Louis and have 
developed an intimate knowledge of problems facing small business 
in that area. Anticipating the desire of your committee to secure 
accurate current information, we wrote to most of the small business 
firms in North St. Louis, advising them of our intention to appear 
before your committee, and asked them to come to our bank and 
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personally discuss with us their current problems. The response was 
great, and we present this report as a mirror reflecting the complaints, 
suggestions, and ideas of small-business men in our area, as related 
directly to us. 

Almost all small manufacturers and processors complain of their 
inability to secure raw materials, essential to the life of their com- 
panies. This was especially apparent in metals, such as steel, 
aluminum, et cetera. Most small-business men ee that the 
defense effort has absorbed a sizable portion of this Nation’s metal 
output, and they find no complaint with this. They do complain, 
however, that larger firms continue to get scarce metals and in some 
instances neighboring small companies have abnormally large metal 
inventories, while they see their own sources dry up. The inference 
is that some firms can get scarce metals because of “friendly connec- 
tions” or by buying in the black market. Frequently the raw material 
needs of the big peacetime producer are filled while the needs of the 
small user are overlooked now that materials are scarce. One small 
heating contractor tells us he cannot. get sheet aluminum, yet his 
neighbor continues to build his inventory of this metal. 

This situation plagues so many of our small manufacturers. The 
nature of their operations in normal times is such that they purchase 
raw materials in small amounts and in times of shortages they « ‘annot 
find a supplier. One small structural steel fabricator tells us his main 
source of supply, one of the Nation’s large steel companies, discon- 
tinued selling in this area because it can now sell more profitably in 
the East near its factory. The demand for steel plus uncontrolled 
distribution brought*on this small company’s major problem. To 
make matters worse in the opinion of these same small manufacurers, 
raw materials could be secured if they could “afford to send a man 
to Washington” to arrange priorities and sources. Obviously, without 
access to raw materials, no business can survive. 

Another general complaint we heard was the inability of small 
manufacturers, with plant capacity and “know-how” to secure prime 
or subcontract defense work at a time when our Government needs 
greater production. Small manufacturers are usually more interested 
in subcontracts than prime work. A tool and die manufacturer with 
whom we talked tells us he is equipped to do subcontract work on a 
small basis but has no means of letting the large prime contractors 
know of his ability. Others who wish to bid on prime contracts say 
they do not know where to get the necessary information about prime 
contracts let by the various Government procurement offices. Our 
bank has been trying to alleviate this problem by supplying the De 
partment of Commerce Daily Consolidated Synopses of United States 
Government Procurement Information and the Weekly Synopses of 
Contract Award Information to those firms which we know are in- 
terested. However, we are limited in the amount of small businesses 
we can cover, and many potential suppliers are unaware that such 
information is available to them. 

While it is always easy to complain and sometimes hard to suggest 
a constructive solution, we believe that some means should be found 
to provide relief for the small-business man who is today facing 
liquidation because of lack of raw materials or contract work. Per- 
haps this situation could be alleviated somewhat by (1) an adjust- 
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ment in our priority system whereby the essential raw material 
needs of a small business are given some weight along with defense 
needs, and (2) the establishment of a clearinghouse of small busi- 
ness productive ability. In the latter, small firms could register 
with the clearinghouse giving a description of their machine tools, 
available labor, and productive ability. “Large prime contractors 
wishing to subcontract portions of a job could then contact the clear- 
ing house and receive a complete description of the tools and the 
labor available in his area. Through such a system large and small 
businesses could be brought together on defense contracts to their 
mutual advantage. 

A small distributor of air compressors feels that it would be to 
the advantage of the Government to be more exacting in its perform- 
ance-bond requirements for prime defense contracts. His complaint 
is that some companies are organized merely to bid on Government 
jobs and, when the goods are delivered to the company fades out of 
the picture as a going concern. Not having the overhead of a per- 
manent organization, servicing facilities, et cetera, to include in their 
costs, they are frequently low bidder in competition with concerns 
which have such service facilities. After the goods are delivered they 
can close their doors and apparently have little responsibility as to 
the long-range performance of the equipment provided. ‘This is not 
the case in permanent organizations which guarantee performance 
of their product. It was therefore suggested that a satisfactory per- 
formance bond be required on such Government contracts. 

Financing for defense work also presents a major problem to the 
small-business man. Many small manufacturers come to us trying 
to borrow money to increase their capital structure or purchase raw 
materials necessary to do defense work. Due to their limited peace- 
time operations the capital structure of such firms is often so small 
as to make them ineligible for a direct bank loan. On the other 
hand they do have the productive capacity to help out in the present 
emergency if they can get proper financing. Government insured 
V loans present a partial solution to this problem. On the other 
hand the red tape involved in obtaining such loans discourages some 
small producers to the point of where they lose their enthusiasm 
for defense contracts. The people we interviewed were practically 
unanimous in their support of Government guaranties of defense 
financing, but they urged that the procedure for obtaining such 
financing be simplified as much as possible. 

In the course of our interviews we heard other complaints such as 
the need for commercial rent controls, Government backing, and en- 
couragement for an association of small businesses, hardships created 
by unions in setting a rate of pay applicable to firms large and small, 
and the added bookkeeping and problems involved in price control. 
While these are important problems, we have concentrated our re- 
marks on those factors which are most frequently brought to our 
attention. : 

We consider the work your committee is doing important, not only 
as it concerns strengthening our Nation during this present emer- 
rency, but also for the future of our American economy. As small 
Cesiiicen gets smaller and more power is centralized in big business, 
our very system of free enterprise is threatened. For once small 
business becomes extinct and all busines becomes concentrated in the 








a ae 


bm daM ev 


SMALL BUSINESS AND THE NATIONAL EMERGENCY 1869 


hands of a few very large industries, it becomes a simple matter for 
the Federal Government to take over these few key industries. 

We believe the small-business man needs help. If he is unable to 
get vital raw materials, if his machines are allowed to lie idle when 
our Nation needs his production, if some method is not found of 
financing his exp: ty to meet the requirements of national defense, 
then small business will die. And if small business dies, so will perish 
our American way of life. 

Thank you, gentlemen. 

Mr. Curtis. Thank you very much, Mr. Roos. I want to say this 
on behalf of the committee, that that was a splendid statement, and it 
is exactly what the Small Business Committee of both the House and 
the Senate are seeking to do, to preserve small business in America. 

I also want to add a note of compliment to the work your bank is 
doing in realizing these problems in gathering them together. 

I think you are the first banker who has appeared before us, at 
least while I have been on these hearings, and there is a lot of thinking 
in this statement and I think there is a lot of information that we have 
obtained, and some of those suggestions are particularly good. 

I might comment that right now the Small Business Committee is 
sponsoring a Smaller War Plants Corpoartion Act, to set up a smaller 
war plants corporation similar to the one that existed in the last war, 
which might solve some of those problems. 

Mr. McKinnon, do you have any questions / 

Mr. McKinnon. Well, I have a couple of comments, rather than 
questions. 

You know, in our Defense Production Act in 1950 we passed last 
fall, the Govertiment has given the right, or the President has given 
that right by Congress, to allocate scarce materials into the defense 
effort and also to keep our economy alive and see that small business 
continues. 

Now, we get the same complaints in the east that you have just given 
us here, about the discontinuance of the filling of orders by “steel 
plants. They are short of steel in the East as well as the West, and we 
now find that they are short in St. Louis. 

I do think that these CMP, these conotrol material plan orders, are 
going to help a lot on the war order business for the plants in war 
orders. They will not help the fellow who does not get into the war 
order business, however. 

I am wondering, would the small-business people want to see the 
Government come in and aloleate materials throughout, even though 
a man is not in war orders, or would they rather continue like they 
usually do with the free-enterprise system ¢ 

Mr. Roos. Of course, they want to preserve the free-enterprise sys- 
tem in its greatest possible entirety, Dut I think where they run up 
against a situation where their neighbors are getting materials and 
they are not getting them, that it is a lack of information on their 
part. Possibly they don’t know that the procedure is such that it 
would enable them to get materials, but I do think that they do feel 
they should have some help from the Government in a time of emer- 
gency such as this in getting their raw materials. 

Mr. McKinnon. At least you would say this, that the Government 
should see to it that a manufacturer should not have to discontinue 
his business in these troublesome times, and historically if the East 
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has been supplying St. Louis with steel from the eastern mills, they 
should not Sascndliiies selling the steel here to you people who have 
been buying it from them. 

Mr. Roos. That is it. 

Mr. McKinnon. You would like to see the Government step in, if 
you cannot be supplied with steel. 

Mr. Roos. Yes, on a temporary basis. None of us want to see the 
Government extend its activities permanently in this field, but cer- 
tainly at present it looks as though it might be necessary for them to 
step in. 

Mr. McKinnon. Well, we have bill H. R. 1600, the Small Defense 
Plants Corporation, and that has been pending in Congress, and we 
have been trying to get action on it. Phat would help take care of 
that specific on Pra together with financing problems, and together 
with other things that would help small business fit into the war 
effort, and you fellows might write your individual Congressmen 
from Missouri and Illinois and get them interested in the thing, too, 
because it is going to be a lifesaver for small business if we can get it 
through the House and Senate. 

Mr. Roos. Right. We will do that. 

Mr. McKinnon. On the matter of bidding for Government jobs, 
we find so often that small-business men are inclined to think that 
because an order is a war order that they should sit still and they think 
that the orders should fall into their laps like ripe plums. They just 
won’t go out and work hard to get the Government business. 

The two are pretty much identical, and we find that the firms who 
go to the various war agencies, like the procurement agency for the 
Army, on up to Washington, back to Chicago or Dayton, where the 
various procuring centers are located for the agencies, they move in 
and they get listed, they get their plants surveyed, and get other 
various military procurement offices to list their plant as being one 
that can do the job. 

Oftentimes they end up if not with a prime contract, at least the 
military agency that is involved will often recommend them to the 
rime contractor, so that some of the subcontract work can be placed 
in their hands, because they are able to do the job, having been sur- 
veyed by that military agency. 

Mr. Roos. I think that many of these facilities exist. I think so 
often it is a matter of information, not getting the information to the 
individuals. 

I realize that the Department of Commerce puts out brochures on 
how to get into war work, but I just wonder if more effort should not 
be made to funnel the information through private agencies, such as 
banks and other agencies, which serve small business, and to ask them 
to further promulgate and disseminate that information to the small- 
business man, to the little gwy who doesn’t know how to go about 
getting war work, and who does not know that information is avail- 
able here or there, and answering their problems. If this could be 
gotten out to him, he would be in a much better position to take on 
some of these jobs. 

Mr. Rrentman. I would like to make this suggestion. We have 
with us today a representative from the Department of Defense, in 
the Office of Small Business, Lt. Joan Flickinger, and I think it might 
be very helpful at this point if she would tell us exactly what their 
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organization is doing in the way of disseminating information to the 
small-business industries throughout the country, knowing about the 
defense contracts that are being let, and how small business can get 
in and get the information, and get either prime or subcontracts. 

Lieutenant Flickinger, would you comment briefly upon that? 

Lieutenant Fiicxrncer. I think I had better use the microphone. 

Well, if you gentlemen sat where I have been sitting for the last 2 
years you would think that there was not one small-business firm that 
did not know how to get a Government contract. 

We have an office in Washington which is called the Central Mili- 
tary Procurement Information Office. It was established about 2 
years ago to assist small-business men in obtaining information about 
defense procurement. 

Since the establishment of the office we have answered approxi- 
mately 25,000 letters. Since the first of the year, I know that we have 
answered 10,000 letters, and since the first of the year approximately 
5,000 telephone calls, and approximately 1,000 interviews, personal 
interviews, concerning defense procurement. 

Now, in these inquiries we give them the picture. We have repre- 
sentatives from the Army, Air Force, and Navy in the office. I hap- 
pen to be from the Navy, and we give them the picture having to do 
with Army, Navy, Marine Corps, and Air Force procurement. 

If you have any questions, the Department of Commerce field of- 

fices maintain a liaison with the Department of Defense in answering 
questions, and if they cannot answer questions suitably to the small- 
business men they have several towns where they can secure informa- 
tion. 
For example, the Air Force has a field office, or rather, field offices, 
currently called—they have just renamed them—Mid-Central Pro- 
curement District Office, that is the one for the St. Louis area. That 
office is located at 1660 East Hyde Park Boulevard, Chicago, Ill. I 
would like to make that a matter of record at the present time. 

The Navy has an inspector of Navy matériel right here in St. Louis. 
That office can be of assistance to you businessmen. 

The Army has an Ordnance district office here which is going to 
send a representative. I understand Mr. Bush is fo appear here today. 
Ishe here? Did I get the name right? 

Mr. Busn. Yes, ma’am. 

Mr. Curtis. Mr. Bush, will you please find a seat up there at the 
head of the table so that we can direct some questions to you. 

Mr. Busu. Yes, sir. 

Lieutenant Fiickinerr. He can give you the Army picture for the 
St. Louis area much better than I can. 

In all respects, those agencies are trying to help small-business men 
in every way possible. 

Up in the Chicago area, at the Air Force office, they are holding a 
display or clinic wherein prime contracts for aeronautical parts, air- 
craft, and airplane engines are taken up, and they are interviewing 
people for being possible subcontractors. 

We said Chicago, but it is the office governing this district. Now, 
they cannot pretend to hold these clinics at every place in the country. 
They will be having one at Boston and one in New York, and this one 
in Chicago, and they are going to hold one in Los Angeles, and there 
will be some held in other cities in the United States. 
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Mr. Currts. Well, why not make one of those cities St. Louis? 

Lieutenant Fiickrincer. We would like to, very much. But inci- 
dentally, they are also going to hold in Chicago, at the Navy pier in 
the latter part of May, an electronics show to which they will invite 
the major electronic producers who, in turn, will interview people who 
are interested in electronic production. 

Now, let me advise you that that does not mean the man who thinks 
he can produce electronic equipment. He must maintain facilities, 
and he must be a man who has had experience in the field. Attendance 
at the show is subject to invitation, wherein you have to have a security 
clearance, or the representative does. 

It is possible to attend, however, and you can write to the Air Force 
office in Chicago, and they will give you information about attendance 
there. 

Now, they are trying everywhere and by every means possible to 
assist people in locating either information, or to show them the things 
that are being manufactured which they can manufacture. 

In addition to that, they are going to appoint a Munitions Board 
which will be helpful to you. As a matter of fact, they are going to 
appoint a small-business specialist at the procurement offices. I have 
the target objective of those specialists here, and they are lengthy, and 
I think if small-business men were asked what objective it had it would 
be, in the small-business man’s mind, to get him a contract. 

Well, this will be set up to assist you in every way possible, and 
they will assist you in procuring a proper share of the business. 

I think that every way possible during the past few years the 
Department of Defense has made every effort to help small-business 
men, although in talking with small-business men, we know there 
are still many who need guidance and who need exactly what the 
gentleman said, information on where to do business, and how. 

We will be very glad to help them with their problems. 

Mr. Curris. Thank you very much. That might be helpful to 
many here, and when your turn comes to testify you might want to 
key that general information into your specific problems, 

Now, we do have to move on here in order to hear our witnesses. 
Just a minute, though. Did you have another question, Mr. 
McKinnon ¢ 

Mr. McKwnwnon. I wanted to ask the Lieutenant a question. You 
say that the military services are scrutinizing pretty carefully these 
individuals who come in to make a bid, as to whether they are long- 
term operators, or whether they are overnight war babies. You 
would say that, wouldn't you? 

Lieutenant Frickrncer. Yes, sir, that is a matter of armed services 
procurement regulations. The man must be a regular dealer or 
manufacturer. 

Mr. McKinnon. If Mr. Roos should hear of a manufacturer who 
springs up overnight out of the bedroom, as you might say, and bids 
on an order and then fades away, you would be very much interested 
in hearing about that, would you not? 

Lieutenant Frickrneer. We certainly would. And I think other 
people besides Defense would be interested in hearing about that. 

Mr. McKinnon. Well, we are right in step with you on that. We 
want to do something about it. 
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One other question. On your financing problems, I have found 
this out, much to my amazement, and I hope if you have a manu- 
facturer who is successfully bidding upon a Government order, but 
who is going to be short of financing to turn the order out, that at 
the time he negotiates his bid and signs it, he should be told that 
he can make a request to that military agency that they advance 
him funds, and oftentimes he can work out an advancement program 
that will help him with his financing problem and take away a lot 
of the red tape in trying to get a V-loan. He should do this at the 
time he signs his bid, and not later on, because he will then have 
trouble, but at the time, if he realizes he will be short on money, 
he should then ask the purchasing agent that he would like to have 
an advance of X number of dollars, and if he satisfies the require- 
ments, the military agency may make advance payments to him that 
will help him over this hump. Your boys should be advised of that so 
that they know about it. 

Mr. Roos. Fine. We did not know about that. Thank you very 
much, gentlemen, for the opportunity of appearing before you. 

Mr. Curtis. Now, at this time 1 am very happy to see our very 
able city counselor come in, Mr. Jim Crowe. I would like Jim to 
say a few words to the assembled group. 


STATEMENT OF JAMES CROWE, CITY COUNSELOR, CITY OF 
ST. LOUIS, MO. 


Mr. Crowr. Mr. Chairman and members of the committee, I 
want to express my sorrow that the mayor of the city of St. Louis 
could not. be here this morning. We are having a small-business 
problem of our own, a question of about $3 mullion in wage in- 
creases which we had to give last year, and about another million 
dollars addition in cost of supplies to the city, which has increased 
our city budget, and the board of estimates in our city has been 
meeting on several occasions in the past month and they have been 
unable to solve that proposition. 

But I think in the long run the maintenance of small business in 
this community—we have many large businesses here—but I think 
the diversification of industry in St. Louis is one of the things that 
we are quite proud of, and they do make up our trade structure here. 

So while we have a $4 million proposition to solve in the city at 
this time, I am afraid that it would be a great deal more if our small- 
business people were to suffer. 

Now, I would like to present this to the committee and to the busi- 
nessmen of St. Louis, that if there is anything the city administration, 
as such, can do in order to help you solve a problem of this kind, 
we would certainly be glad to contribute our efforts to that end. 

I would also like to say to the gentlemen of the committee that we 
are particularly happy to have Mr. Curtis make this trip back home 
here. It is good to see him. I thing that he should, as a member of this 
committee, tel you what the problems of the lawyers are also, because 
we are small-business men, too. 

I would like to say also that I know you have a busy day, I can see 
that from the group assembled here, but if you have any time today, 
Mr. Curtis and members of the committee, I would be glad if you 
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would call me, to have you meet with the mayor at his office or some 
other place. 

Thank you very much. 

Mr. Curtis. Thank you very much, Mr. Crowe. It has been a 
pleasure to hear from you. 

St. Louis is a city with many, many small businesses, and Mr. Dal- 
mas, our executive director, wanted to direct a question or comment 
to Mr. Roos. Mr. Dalmas. 


STATEMENT OF LAWRENCE K. ROOS—Resumed 


Mr. Datmas. Mr. Roos, this is more of a comment than a question. 

Your statement sounded very much like the objectives of the Small 
Business Committee of the House. In fact, I think you have followed 
them very closely. 

In connection with procurement by the Department of Defense, 
I would like to point out that when the national emergency was de- 
clared on December 16, the Department of Defense was authorized 
by the Armed Services Procurement Act to forego formal advertising, 
and to go over to the negotiated type of procurement. 

Our latest figures for January and February are that 95 percent 
of all Department of Defense procurement is now on a negotiated 
basis. A very small part of it is formally advertised. Therefore, a 
great deal of the effectiveness of your Department of Commerce in- 
formation has been lost. - 

Furthermore, the contract awards information which you get 
weekly has deleted the quantity in dollars, which makes an addi- 
tional handicap, so far as those contracts are concerned. 

Now, since the committee has been on the road, as the members 
of the committee know, there have been several announcements by 
the various agencies. 

The committee started this tour about the middle of March; on 
April 5 we had a defense procurement policy statement, and among 
other things they say that they are going to employ advance notices 
similar to the notices having to do with invitations to bid, so that 
they can inform prospective small business concerns and others of 
proposed negotiated procurements. 

That will be very helpful when we put that into effect. 

At the same time, on scarce materials the Administrator of NPA 
on April 4 issued a new policy statement in connection with trying 
to separate percentage quantities of materials for small business. 

On April 23, the Defense Production Administrator, William H. 
Harrison, issued a set of recommendations both with respect to pro- 
curement and materials. Of course, all these things are recommenda- 
tions and policies. They do not-carry the effect of law. 

With respect to your V loans that you mentioned, there is a bill 
vending in the House and Senate which will help the banks take more 

’ loans without risk that they now have to assume, and it is called 
the Assignment of Claims Act, and it will limit their liability to 
practically the point where you will not run any danger in assuring 
a prospective bidder that he can secure financing if he gets a contract. 

In addition, an amendment is pending to Executive Order 10161, 
which will permit the Reconstruction Finance Corporation to give 
assurance to prospective bidders that if they are the successful bidder 
the contract will be financed. 
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Mr. Roos. That is certainly fine. 

Mr. Datmas. And I wanted to point those things out, Mr. Chair- 
man, that they are the results, or at least we think they are the results 
of the committee’s work since they have been on this tour, because 
these policy statements keep coming. 

But I may add that that does not lessen the necessity for small busi- 
ness having its own small agencies in Washington to take care of this 
material situation, the defense contract situation, and the financing 
situation. 

Mr. Roos. I see. Thank you. 

Mr. Datmas. Thank you very much. 

Mr. Roos. Thank you, sir, 

Mr. Curtis. Thank you, Mr. Dalmas. 

I will now call on Mr. James 8S. Bush of the Bank of St. Louis. 
Is Mr. Bush here? 

Mr. Busu. Yes, sir. 

Mr. Curtis. If you will, please take a seat and just proceed. 


STATEMENT OF JAMES BUSH, ST. LOUIS ORDNANCE DISTRICT, 
ST. LOUIS, MO. 


Mr. Busy. My name is James Bush. 

Mr. Chairman, distinguished Members of Congress, and the Small 
Business Committee, it occurred to me that perhaps you might be 
interested in knowing what the St. Louis Ordnance District has done 
in the way of actual procurement since last June 30, shortly after the 
outbreak in Korea. I am only offering this because I think it may 
be helpful to you in your study. 

I did not seek an interview with you for any purpose whatever. I 
offered my services to the chamber of commerce, and they asked if 
I would come, and that is why I am here. 

We started procuring actively around the Ist of July 1950. Since 
that time we have procured for small business, as it is defined, and 
I think that everybody understands what the definition of a small 
business is as against big business, meaning less than 500 employees, 
and it must not be a leading concern in its field, anc it must not be 
a subsidiary of any large corporation, but we have made 70 contracts 
for a total of $28 million with so-called small businesses in the St. 
Louis district. 

Now, that district, the St. Louis Ordnance District, comprises eight 
and a half States, from here west through Texas, up through New 
Mexico, Arizona; Denver, Colo.; and Nebraska, and the half State 
is the southern half of Illinois. So it is a very substantial district, 
geographically. 

So, to repeat, we have procured a total of 70 contracts for a total of 
$28 million for small businesses from our office at 4800 Goodfellow. 

For large businesses, we have made a total of 40 contracts for a total 
of $60 million. The rough arithmetic of that is that 64 percent of all 
our individual orders have gone to small business, and 32 percent of 
the dollar amount that we spent has gone to small businesses. 

The national average in ordnance procurement is 1 percent, so we 
roughly have procured three times as much as the national average 
has done for so-called small business. 
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The geographical distribution of that is rather evenly divided. I 
would say with the State of Texas having probably the largest dollar 
amount to date. The Houston area, and also Dallas, have been ex- 
tremely active in this preparedness program. 

Lieutenant Flickinger has already told you that we have established 
a small business section in our ordnance district, which has been set 
up at 4800 Goodfellow Avenue, and that was upon the direction of 
General Ford, Chief of Ordnance, and I believe all the other procure- 
ment services are going to do the same, and that section will be entirely 
devoted to the problems of small businesses in the district which, as I 
say, comprises the eight-and-a-half-State area. 

We are establishing district offices at Houston, Dallas, Omaha, Den- 
ver, Tulsa, and Kansas City, so that the contractors in those particular 
areas will have a convenient office to which to go, and not have to come 
all the way to St. Louis. 

We have for the past several years maintained a facilities file for 
every business that has asked to have itself inspected and reviewed. 
I might say that we had great difficulty, prior to the outbreak in Korea, 
in inducing small or large business to have their facilites inspected, 
reviewed, and studied, with a view to determining what they could 
make in time of war. 

I consider that to be all of our faults, the fault of small business, 
big business, and every other kind of business. 

We have also had this experience as recently as yesterday, where 
one of the leading small-business men from St. Louis came in to see 
me and wanted help on a contract, that is, not help, but to have an 
honest effort made to help him get a contract. I asked him if he had 
had any difficulties, and he said no, that the last time he was asked 
to bid on a certain type of ordnance material, they were too busy with 
other work and they could not do it. Now they were getting short 
of materials, so in another month they would have plenty of time. 

I am not saying that in a critical way, because everybody has to run 
their own business. I know that. But I do think a lot of it is our own 
fault in this whole problem. 

Mr. Curtis. Thank you very much for that helpful statement. We 
appreciate it very much, 

I believe you will be with us to answer questions; is that right, 
as they come up? 

Mr. Busu. If you would like to have me here, Mr. Chairman. 

Mr. Rreniman. I think it should be clear for the record that you 
represent the ordnance district ? 

Mr. Busu. Yes; I am Chief of St. Louis Ordnance District. 

Mr. Rreniman. Yes; because a statement was made here that you 
were representing a bank, and that is a bit confusing. 

Mr. Busn. No, sir. I wrote the chamber of commerce, and I wrote 
them that my appearance would be strictly representing the ordnance 
district, although I am the second banker to appear before you, but 
I told them that I was coming here as Chief of the St. Louis Ordnance 
District. 

Mr. Rreuiman. Yes. I wanted that clear for the record. 

Mr. Busn. That is right. 

Mr. Darmas. Mr. Chairman. 

Mr. Curtis. Yes, Mr. Dalmas. 





OF et ie ct 


. 





we eh vt. 


eed 


hater 


ee ee 


ee ee ee 


ote 


8 MO iP wi AA > IR + 


SMALL BUSINESS AND THE NATIONAL EMERGENCY 1877 


Mr. ‘Datmas. I have one question, Mr. Bush. I just want to know 
whether the Department of Defense has given any consideration up 
to this time of tying up the current procurement program with the 
industrial mobilization program. Do you have any information on 
that ? 

Mr. Busu. Well, now, are you referring to the industrial mobiliza- 
tion program that was started some years ago? 

Mr. Datmas. I am talking about the peacetime survey which has 
not been utilized in the current program. 

Mr. Busu. This district has been extremely active on that, and still 
is, on inspecting, and this industrial mobilization program, in setting 
up facilities, and we have a file on every contractor, large or small, in 
this area, or in this district, who has made it known to us that he wishes 
to have one made. 

Mr. Daumas. And you are tying that in with current procurement ? 

Mr. Busn. We have all the information made available to us. 

Mr. Datmas. You are tying that in with the current procurement 
program ¢ 

Mr. Busn. Yes; very much so. 

Mr. Datmas. Thank you. 

Mr. Curtis. Thank you very much, Mr. Bush. 

Mr. Busn. You are certainly welcome. 

Mr. Curtis. We will next call Mr. Robert G, Fournie, of the Conti- 
nental Boiler & Sheet Iron Works. 

Will you please come forward, Mr. Fournie, have a seat, and give 
us your statement. State your name for us, please. 


STATEMENT OF ROBERT G. FOURNIE, SECRETARY, CONTINENTAL 
BOILER & SHEET IRON WORKS, ST. LOUIS, MO. 


Mr. Fourntre. My name is Robert G. Fournie, and I am with the 
Continental Boiler & Sheet Iron Works, located at 5601 West Avenue, 
St. Louis 10, Mo. 

This is a Missouri corporation, and it was founded in 1903 and it is 
engaged in steel and alloy plate fabrication. 

Today we are faced with problems arising from the defense effort 
which makes intelligent planning an impossibility. 

We recognize the value of and necessity for price control and ra- 
tioning. But, when controls are haphazard and empty of real mean- 
ing, confusion and artificial shortages result. Consequently, it is 
difficult to guarantee the price of our products simply because the 
prices of the materials and labor entering them is not guaranteed to 
us. 

We have tried in vain to obtain a clarification of the wage freeze 
order. Any interpretations we have obtained are not from an official 
source. Where can a small manufacturer obtain true and official 
information ? 

Skilled keymen are essential to a small plant’s continued operation 
and production of materials required for the defense effort or essen- 
tial civilian usage. Large manufacturers have the advantage of hav- 
ing numbers of such men and the loss of one is not seriously felt. 
There is no definite plan of deferment from military service for such 
skilled men who are vital and must be kept producing if plans are 
to be made for future production. Our particular problem is with 
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men who are members of the Reserves, and are subject to call to active 
duty at any time. A 30-day deferment would be useful as no defer- 
ment at all, 

Orders for defense materials are usually placed with consideration 
of two factors, price and delivery. A small manufacturer is usually 
restricted in promising delivery by the availability of his raw ma- 
terials from fis suppliers. Being small, his inventory of raw ma- 
terials is rarely sufficient to handle a defense order, hence his reliance 
upon his sources of supply. Suppliers of raw materials in our case are 
steel mills. Steel producers are required to accept defense orders for 
only a portion of the tonnage they roll. It follows that defense or- 
ders are accepted and are scheduled for shipment many months in 
advance. Extended delivery promises thus forced upon a small man- 
ufacturer frequently eliminate his chances to obtain an order. The 
large plant which can utilize stocks of raw materials gets the business 
involved because more favorable delivery can be promised. 

A small manufacturer in bidding on a fair-sized defense contract is 
usually at a disadvantage. His plant may well be operated as effi- 
ciently as a large plant, but his machinery and equipment more lim- 
ited. He, therefore, must subcontract various items to other small 
shops. Each is entitled to a fair profit. These profits are reflected in 
the price of the small manufacturer and saat 3: in his price being 
slightly higher. 

Tn view of this point, the opportunity to negotiate defense contract 
with the Government would greatly relieve this problem. Further, 
negotiating would result in more equitable distribution of defense 
orders ns in much higher production for the Government simply 
because so many small producers would be drawn into production for 
the Government. 

A small-business man must have financial assistance for expan- 
sion. And, even when this assistance is available to him he is forced 
not to use it because it could mean future ruin. This is true because 
while a large expansion of facilities is justified for now, during a de- 
fense inflated economy, it could not and would not be justified in a 
peacetime economy. The defense economy could support the enlarged 
facilities now, and apparently the Government bens such expanded 
production capacity now. How can these conditions be harmonized 
so that the small man can meet the needs of his Government and at 
the same time not jeopardize his future well-being? The present 
taxing policy makes it virtually impossible to pay for any expansion 
that may be written off within the 5-year period which the Gaverk- 
ment may allow at this time. 

Gentlemen, almost every small company wishes to do its part 
equally as much as does a large company. The availability of official 
and definite answers to these problems would help us fulfill our part 
in the defense program. 

Thank you, gentlemen. 

Mr. Curtis. Thank you very much, Mr. Fournie. 

I wonder if I could ask you specifically, does your company have 
a problem right now in getting materials 

Mr. Fournie. I think we do, almost every company has a problem 
in obtaining material. 

Mr. Curris. Do your normal suppliers give you what you have been 
buying from them in the past, historically ? 
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Mr. Fournte. Generally they are giving us our fair shake, I mean, 
I think we are taken care of. 

Mr. Curtis. Have you had to hold up contracts due to shortage of 
material ? 

Mr. Fournte. Not particularly that, but we have lost contracts 
because material has not been available to us in time to permit the 
delivery that the customer requires. 

Mr. Curtis. What kind of steel is it that you particularly use in 
your process ¢ 

Mr. Fournie. Well, plates, sheets, and stainless steels. 

Mr. Curris. Have you received any communications from black or 
gray market concerns / 

Mr. Fournte. Oh, there are considerable of them, many communi- 
cations along those lines. I mean, you are out for steel, at the price 
you would normally charge for a finished product, that is what they 
are offering the steel to you for. 

Mr. Curtis. Well, we have been very much interested in that, and 
we find in most communities where we have held hearings that that 
is so, and we want to be certain that the same problem exists here, if 
it does exist. 

Mr. Fournte. It is general. 

Mr. Curtis. It is general ? 

Mr. Fournier. Yes, sir. 

Mr. Curtis. Do you know whether or not that is foreign steel that 
is being offered to you, or is it American steel ? 

Mr. Fournte. Some of it is, but I would not think that the bulk of 
it is foreign. I think the bulk is American, and it is either obtained 
through conversion deals or by other ways. 

Mr. Curtis. We are very much interested in finding out just how 
this steel gets into the gray or black market, and if vou have any in- 
formation on that I know that Mr. Bartlett would be very much 
interested in getting it, and so would Mr. McCormick, so if you have 
any specific information as to how that steel is getting into the gray 
and black markets, or any other information you might have in the 
way of communications from those people who are offering it for sale, 
we would like to get that, too. 

We appreciate that you might be disinclined to give that in a public 
hearing, so if you would meet with Mr. McCormick afterwards and 
with Mr. Bartlett, we would appreciate it. 

Mr. Fournier. Very well. 

Mr. Curtis. Do you have any questions, Congressman McKinnon ? 

Mr. McKinnon. No. 

Mr. Curtis. Congressman Riehlman ? 

Mr. Rreniman. Yes, in just a moment. 

Mr. Curtis. On the clarification of your various orders, that comes 
back to the question that we have had elsewhere, of insisting that the 
local agencies be given authority to make rulings upon which your 
small business people could rely, and I hope that we will be able to do 
that here. 

Now, in regard to your problem on skilled labor, particularly the 
men who are in the Reserve program, we have had that come up 
throughout the country, and I might state this: That Congress, or a 
great many of us in Congress, feel that the Reserve program has been 
very badly mishandled, and the Armed Services Committee right now 
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is holding hearings on the Reserve program due to just the problems 
you mentioned here. 

I believe that there will be considerable relief to the people who are 
in the Reserve at this time, so that in clarification of their status and 
also giving them justice, that will be done. 

Mr. Fournre. I[see. 

Mr. Currts. Thank you very much for your statement. 

We will now call Mr. Kelly P. Ryan of the Kelly Ryan Equipment 
Co., of Blair, Nebr. 

I believe that Mr. Boyd Hammond is here representing that com- 
pany. They asked to be heard because St. Louis is the closest area 
where the Small Business Committee is holding hearings, and we are 
very glad to have you here with us in St. Louis. 

You may proceed. Give us your name and your occupation, and 
information about yourself that you may care to give us. 


STATEMENT OF BOYD HAMMOND, VICE PRESIDENT, KELLY RYAN 
EQUIPMENT CO., BLAIR, NEBR. 


Mr. Hammonp. My name is Boyd Hammond, and I am vice presi- 
dent of the Kelly Ryan Equipment Co. 

Mr. Ryan, the president of our firm, is in Chicago today at the Navy 
Pier attending the Air Force Matériel meeting there. Mr. Ryan sends 
his greetings and respects to the committee, and he asked me to read his 
statement. [Reading :] 


Gentlemen, we wish first to thank the Members of Congress sitting on this 
committee for the opportunity to appear before them. We wish also to express 
our sincere gratitude for the work the committee is doing and for the interest 
it is taking in the problems and experiences of the Nation’s small businesses in this 
semiwartime economy. 

The Kelly Equipment Co. is a native, home-owned and operated Nebraska in- 
dustry manufacturing farm implements. Its record of growth and sales is evi- 
dence of the company’s sound management and of the quality of the merchandise 
which it makes for the American farmer. 

The Kelly Ryan Co. began operations as a backyard shop in 1945, and was 
incorporated in 1947, at Blair, Nebr. It has since grown into a firm occupying 
90,000 square feet of floor space, normally employing more than 300 people, and 
distributing its farm implements through a 1,500-man dealer organization in 21 
States. 

During its peak season, the company employs as Many as 375 men and women 
at its Blair plants, and its payroll in 1950 was $1,072,000. 

Blair is an eastern Nebraska city of about 3,800 people, and the impact of an 
annual payroll in excess of $1,000,000 on a small rural community of this size is 
tremendous. 

At least a quarter of the city’s population derives its income directly from the 
Kelly Ryan Co., with the other three-quarters securing a substantial portion 
of their livelihood from the company indirectly through wages spent in the area 
and supplies purchased locally by the Kelly Ryan Co. 

The Ryan firm is the only industry in the community with a substantial pay- 
roll. The volume of retail business in Blair is intimately associated with the 
employment figure at the Kelly Ryan Co., both reaching their peaks simul- 
taneously. 

The Kelly Ryan Co. has brought hundreds in fresh population to the city. 
These new citizens buy cars, build homes, and, along with the company, swell 
the city’s tax revenues which are reflected in improvements in the schools, the 
streets, the public utilities, and the other services and institutions in our town. 

The heretofore prosperous economy of Blair represents an ideal toward which 
the States of the Midtile West have been working for at least a decade. That 
ideal lies in a proper balance between the industries of manufacturing and agri- 
culture. During lean crop years, those rural communities with an industry like 
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the Kelly Ryan Co. can maintain a fairly stable economy because of the payrolls 
and purchases of such an industry. 

For example, a local crop failure would not diminish the income and payroll 
of the Ryan firm which brings to the community money from the 21 States where 
it does business. 

It is by this means that Nebraska hopes eventually to help the population loss 
which has plagued the State in years when the great majority of other States 
were enjoying gains in population. 

The State of Nebraska, in its program of industrial expansion, has been 
eminently successful. An excellent labor supply with a man-hour production 
history far higher than the national average, plus abundant natural resources, 
have attracted new industry to the State and have encouraged the birth of native 
industry here. 

However, the prosperity of communities such as Blair and the State’s wise 
program of industrial development are today in jeopardy. The Nation's program 
of defense production, in which small business seems to have no part at all, 
has so disrupted the flow of supplies to these businesses that it is becoming in- 
creasingly difficult for them to continue operations, even though many of these 
firms, such as the Kelly Ryan Equipment Co., are engaged in the production of 
essential civilian goods. 

The Kelly Ryan Co. is the world’s largest producer of portable farm elevators, 
a reputation which it has earned by the original design, sound construction, and 
excellent performance of this item in its line of farm equipment. Far-sighted 
management policies, resourcefulness, and aggressive selling techniques have like- 
wise made their significant contributions to the growth of this company. 

We are gratified that these talents and skills, which we are fortunate to 
have within our firm, have met with satisfying rewards in « highly competi- 
tive market. And so we are disappointed that these same talents and these 
same skills, applied with even greater diligence to the pursuit of defense work, 
have met with failure. 

We have realized from the outset that it would take adequate equipment 
and facilities plus sound selling techniques to make a customer out of our 
Government, and it was a year ago this month that we set out to secure for 
our firm a role in the program of defense production. Twelve months of almost 
constant effort have so far been fruitless. This is what we have done: 

We were first led to believe by various agencies of the Federal Govern- 
ment that the successful defense of our country would depend largely upon 
the intelligent utilization of the Nation’s industrial plant, and that our Govern- 
ment needed us-—our skills, our men, our tools, and equipment. 

Immediately, we prepared a brochure setting forth in minute detail a 
description of our plants, location, equipment, personnel, production history, 
engineering facilities, electric pewer availability, shipping facilities, and so 
forth. To every conceivable procurement agency of the Federal Government 
we mailed a printed copy of this brochure, including pictures of our plants, 
products and key personnel. : 

We did not expect the Government to determine, from a perusal of this data, 
just what items we were equipped to manufacture. Instead, we studied bidders’ 
lists and bulletins and selected therefrom items on which we felt we were 
qualified to bid. 

One of these was the 120-millimeter high-explosive projectile. We took 
part, nearly a year ago, in the M-day planning for the production of this pro- 
jectile. At considerable expenditure of time, materials, and money, we prepared 
a plant lay-out on the conversion of certain of our facilities from the fabri- 
eation of farm equipment to the production of these projectiles. This entailed 
considerable research and the preparation of numerous blueprints, charts, graphs, 
and plans. It meant several conferences with military officials in sites remote 
from Blair and the expense of transporting and maintaining personnel to and 
at such conferences. 

We were at first encouraged, and were given verbal assurances that our 
facilities would be employed in this type of production. Accordingly, our 
attention was proportionately diverted from civilian pursuits, and our pro- 
duction superintendent, purchasing agents, engineers, draftsmen, and manage- 
ment executives concentrated their efforts on this subject. 

After 7 or 8 months, the contract was awarded—to eastern big business. 

But we are not easily discouraged. During the Kelly Ryan Co.’s period of 
expansion, buildings and equipment of the Blair Boat Yards were purchased, 
and so we next turned our attention to the proposed construction of barges for 
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the Navy. Again, the research, time, work, travel, and expense went into an 
extended period of negotiation with a branch of the Government. And again, 
the contract was awarded—to someone else. 

So that the foregoing narrative is not misinterpreted as to its intent, let me 
say at this point that we have no complaint against our competitors who were 
successful in securing these defense contracts. We do wish, however, to make 
these points: 

Earlier this month, two representatives of a naval procurement office came 
to Blair to survey our facilities. In conferences with these men, we were told 
that we have not been eligible from the very beginning for defense work because 
we are engaged in the manufacture of essential civilian goods—that is, farm 
equipment. 

Mind you, it took us 1 year of hopeful negotiation with our Government to 
learn that we never have been eligible for assignment to defense production, 

However, although we are seemingly ineligible for the work which we have 
sought for the past year, neither have we been able to secure adequate supplies 
of material for the production of essential civilian | goods. 

There have come to the hinterlands of Nebraska various experts from the mili- 
tary and civil branches of our Government to tell us small manufacturers that 
there is plenty of steel for both defense and civilian production. 

This is a fact of which our suppliers are unaware. Along with other small! 
manufacturers, we are unable to buy more than a minute and insignificant 
amount of steel at mill and legitimate warehouse sources. Rather, we must 
seek our supplies of this critical material on the gray market, where we have 
paid and are paying prices ranging up to 400 percent above mill prices. 

This is best illustrated by these figures from our purchasing department: 

Based on our sales in 1950, the Kelly Ryan Equipment Co. will require 
16,650,000 pounds of steel during the balance of 1951. This figure does not in- 
clude steel purchased to date. We were able to purchase this steel from regu- 
lar mill sources at an average current cost of 6 cents per pound, the cest to us 
dluring the balance of 1951 would be $999,000. However, if we must continue 
to buy this steel on the gray market at prevailing prices, we will pay during the 
rest of 1951 an average of 13 cents a pound, or $2,164,500, or $1,165,000 above mill 
prices. This added cost must be passed on to the end user, thereby adding fuel 
to the inflationary fires already burning in our land. 


Mr. Curtis. For the sake of the record, we have these next statistics, 
so just go on there, because we will have it in the record. That may be 
inserted in the record at this time. 

(The material referred to above is as follows:) 

We would like to return statistically now to the company’s history of seeking 
defense work. Following is an itemization of expenses incurred in this fruitless 
search : 

Travel and maintenance in connection with repeated trips to Wash- 


ington, Chicago, St. Louis, Joliet, Wichita, Detroit, and New York.. $5,552 
Salaries for 2 persons on payroll devoting entire time to pursuit of 


Gaiense sees. liao kh. ee aden ibe 4, 902 
Telephone tolls to afore-mentioned cents titninttninticnnitisiligtaadsiiedes 875 
POR GEO. ici tact didinennittiib tineciigiinlipsntniloniibinmdiiiliiuidees 269 
Excessive factory payroll carried from Nov. 1 through Mar. 31 in an- 

Chelpntion of Geemie. CONTIG R iin 6 cide ci sctiibine ett etdininl anand 108, 642 

A EF eta Tea ECT R Lge TG SE OO en ee” 115, 240 


Mr. Curtis. Now you may proceed. 
Mr. Hammonp (reading) : 


Last month, we laid off about 40 percent of our factory payroll. They would 
have been laid off at the end of our volume season last Novemher, but we took 
the risk of retaining them because it was implied by responsible authorities that 
we would need this manpower for the defense contract that was supposed to be 
forthcoming. This was an error—a $100,000 error. 

In addition, we have spent nearly $5,000 in telephone calls, travel and main- 
tenance expenses and wages in the desperate search for materials to keep our 
production lines in operation. 
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To keep our excessive payroll productively employed during the slack season, 
we were forced to buy gray-market steel at exorbitant prices. This excessive 
off-season employment also brought additional administrative expenses, light, 
power, and fuel costs. It also resulted in an excessive inventory of finished 
goods. These expenditures so depleted the company’s financial reserves that 
we were forced to borrow money from the banks. 

All told, our naive belief that we too could share along with big business in 
the Nation’s program of defense production has cost this company to date, in 
excess of $120,000 plus certain incomputable losses resulting from the diversion 
of the attention of so many of our key personnel from the normal course of 
civilian business. 

What effect has this had upon the community of Blair? 

Merchants, anticipating a large volume of spring trade, are stuck with large 
inventories. Our workers, bewildered and insecure, have left us to seek more 
stable employment with big business, manufacturing under prime and sub- 
contracts. Other workers have been laid off, because we and hundreds of other 
small businesses have not been able to buy supplies at prices that permit any 
profit at all. 

For further documentation of the impact this discouraging situation is having 
upon the people of our community, you are respectfully referred to the attached 
letter over the signature of the mayor of Blair 

Mr. Curtis. Fine. Yes,sir. I have that letter, and that will be in 
the record. That is on the letterhead of the city of Blair, Neb., office 
of city clerk, and it is dated April 25, 1951, and it is addressed to the 
Committee on Small Business. That may be placed in the record. 

(The document referred to above is as follows:) 


Ciry or Bratr, NEBR., 
April 25, 1951. 
The COMMITTEE ON SMALL BUSINESS, 
United States House of Representatives, 
The Statler Hotel, St. Louis, Mo. 

GENTLEMEN : I have been asked to make a statement outlining for your com- 
mittee the impact of an industrial payroll on the economy of a small city. 

The Kelly Ryan Equipment Co. is the only major industry in Washington 
County. With an employment figure usually in excess of 300, it has come to 
be the main factor in the economic life of the town. 

This firm’s 1950 payroll approximated $1,000,000 and other thousands were 
spent locally for the purchase of supplies and equipment. One out of every four 
persons in the city receives his income directly from the Kelly Ryan Co., and 
virtually every business, profession, and service in the area relies upon the Kelly 
Ryan Co. for a substantial portion of its revenue. 

The presence here of this firm is responsible for a sharp increase in the con- 
struction of new homes, at least a score of these new homes being built by Ryan 
employees. The population of the city has increased by several hundreds be- 
cause of the Ryan firm. Schools, streets, roads, public utilities, and other 
agencies and institutions of the local government have been able to make im- 
provements in their services and physical plants because of tax revenues from 
the Ryan firm. 

Today, however, the economic health of the community is suffering because of 
lay-offs at the Ryan factories in Blair. Scores of workers, suspended from their 
jobs, have left Blair with their families to seek more secure employment in other 
cities where industries have prime or subcontracts. 

I have been told that other lay-offs are being contemplated by the management 
of the Ryan firm, such action being forced upon them by acute shortages of stee! 
and other materials essential to that industry and by the soaring prices of the 
scant supplies that are available to this company. If that industry should close 
down, it would create severe hardships in the community. 

Nebraska has for some years worked toward a better balance between the in- 
dustries of agriculture and manufacturing, so that in bad crop years some 
stability could be maintained in the State economy. ‘ 

This program of industrial expansion has been signally successful, but the 
work of the past 10 years is today threatened with destruction. 

Most of the industry located in rural communities like Blair is home-owned 
and small in size, the great majority employing less than 300 people. Almost 
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without exception, these industries have been unable to buy materials at prices 
that permit any profit at all. They must seek their steel in the open or gray 
market, paying as much as 400 percent over mill prices. 

Unless steps are taken to secure for the Nation’s small business a more 
equitable share of defense production and greater allotments of steel at fair 
prices, these industries cannot long survive and America will lose this valuable 
production capacity. 

I therefore respectfully urge your committee to seek a speedy remedy for this 
disastrous condition. 


Very truly yours, 
A. CLARENCE Vie, 
Mayor of Blair. 


Mr. Curtis. Now you may proceed, sir. 
Mr. Hammonp (reading) : 


Here is the alarming dilemma : 

Small business cannot bid competitively in many cases with big business. So, 
big business gets the contracts; gets the Government loans for expansion under 
those contracts, and will come out of this emergency still bigger. Meanwhile, 
small business will wither and die, throttled by a procurement practice that 
leads eventually to monopoly on a grand scale with all its attendant evils. 

It would be prudent and a protection of the system of free enterprise if the 
Government were to award a just portion of these contracts to small businesses, 
even though these small businesses may enter bids higher than the big-business 


figures. 

We have been given to understand that this program of defense is to embrace 
a period of 10 to 20 years. 

Unless some sort of program is initiated which recognizes the vital function 
of small business in our free economy, our democratic society will be crippled. 
The United States may emerge from this 10- to 20-year period so saddled by 
monopoly and depression that a return to a balanced and free economy would 
be virtually impossible. 

Gentlemen of the committee, we have attempted only to portray for you some- 
thing of the bewilderment and confusion that has descended on the Nation’s 
small business since the declaration of the emergency. 

Collectively, small business comprises a staggering portion of the national in- 
dustrial plant. Unless small business is offered some relief—uniess some wisely 
conceived program is initiated in which small business can take a proud role— 
the Nation may lose this vast and vital production potential. If this happens, 
grass will grow in the streets of the cities and towns that depend on these 
small, independent, home-owned businesses for their prosperity. 

Thank you. 

Mr. Curtis. Thank you very much for your splendid statement. 
[ Applause. | 

I think it is particularly fortunate that this presentation has been 
made here in St. Louis. It is a problem that we are aware of, where 
there:are small businesses in a small town, and either a single business 
or a few small businesses take care of the entire livelihood of the town. 
We have had that problem before, and we appreciate the manner in 
which this has been presented. 

I might state, and probably Mr. Ryan knows this, that there is 
going to be a subcommittee hearing of our committee in Chicago that 
is going into the farm-implement problems on May 11 and May 12, 
so that the subject matter of that entire thing is exactly one of the 
phases of your particular problem. 

Now, I might state in regard to the steel prices that you have been 
paying, I must state this, of course, that the act provides that a buyer, 
as well as a seller of black-market steel, is in error, but. we appreciate 
the problem of the buyer, and he can be put into a very bad situation. 
_I would like to state this, we would be very much interested in get- 
ting the information that you have, if you would care to give it to this 
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committee, in regard to any black-market or gray-market steel. We 
know that it exists, and we know that it is throughout the country, 
and we are trying our best to get into the thing and get more facts 
about it and try to eliminate it, 1f we can. 

So if you would talk to Mr. McCormick afterward, we would deeply 
appreciate that. 

Mr. Hammonp. That would be fine. 

Mr. Curtis. Do you have any questions, Mr. McKinnon? 

Mr. McKinnon. I would only like to know what percent of your 
present year’s operations you have been able to turn out? 

Mr. Hammonp. Well, to answer that question we would have to 
establish a norm on our production, and so far each year we have 
shown a continual increase in business, because we are relatively 
young. However, we have done as much as we could, so far as the 
market would allow at the high prices for the raw materials. You see, 
the increasing cost of raw materials has, of course, resulted in our 
having to add to the price structure where the market is, of course, 
curtailed. 

Mr. McKinnon. You have been turning out as many units this past 
4 months as the prior 4 months? 

Mr. Hammonp. That is right, since the first of the year we made 
as many units. 

Mr. McKinnon. So that your economy in Blair has not been hurt 
in that respect ¢ 

Mr. Hammonp. Here is the thing, the demand for the product; of 
course, we have followed the curve of the growth of the company, of 
course, to establish that norm, and we can expect more products to be 
sold, but if we can call it normal operations, under normal operations 
for the year 1951, we have not been able to fulfill the orders that have 
come in on the product ; that is, up until the time the prices had to be 
increased. 

Mr. McKinnon. Now, you realize that your equipment is on the 
essential list. 

Mr. Hammonp. Yes: we do. Now, we did not know that it would 
have to be cleared, as we stated in our statement there. 

Mr. McKinnon. So you are an essential producer in the war effort, 
rot of war goods, but goods having to do with the war effort. 

Mr. Hammonp. We were informed that it is essential. 

Mr. McKrnwnon. Yes. 

Mr. Hammonp. Yes; we understand that. 

Mr. McKinnon. Just the other day the National Production Au- 
thority issued a directive to the steel mills to fill the orders for steel 
purchases on farm equipment. Now, that is a directive, and we don’t 
know how well that directive is going to work out. We will be very 
much interested in May, when we have this meeting in Chicago, to 
know what your experience has been since this directive was issued. 

Mr. Hammonp. So far as purchasing on the black market, as Con- 
gressman Curtis mentioned, if I understand the terminology of black 
market correctly, that actually does not exist in any form where any 
company can afford to take part in it, because I believe that means 
that you would be buying contrary to price regulations. Actually, 
these people are selling it on the open market. During the base period 
the prices were set up, and they were selling at prices actually that 
were higher at that time than what they are now. We have paid as 
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high as 20 cents a penne for steel, but it was governed by the law of 
supply and demand. ; 
ir. Curtis, Well, you were paying 400 percent, and I might ask 
Mr. McCormick to counment on whether that is a black market or not. 
Mr. Hammonp. What I meant to say, as a result of that, we would 
be more than happy to have our files open to any investigation by 
this committee or any other people interested. 
Mr. Curtis. I know that, and we appreciate your giving us that 
information, and we want to follow through on it, because we realize 


that that is a very acute problem, not only in steel, but in aluminum ~ 


and other metals. 

Would you comment on that just briefly, Mr. McCormick? 

Mr. Lno McCormick. Yes, Mr. Chairman. Mr. Hammond is quite 
correct when he points out that during the base period, gentlemen, 
there were prices charged allowed by the supply and demand way 
and far above normal prices, and way and far ~ mill prices, prob- 
ably to the extent of 400 percent of some scarce steel. That technically, 
today, is not a black-market price, and we cannot prosecute. 

Mr. Hammonp. That is correct. 

Mr. Leo McCormick. On the other hand, we have in preparation, 
as we have on a lot of other regulations, a regulation that is tailored 
to the steel and distribution. That is where we will move in and roll 
back such outlandish prices, and that should not be too far off, just 
a matter of weeks, maybe less than that. 

In the meantime, we also find that intermingled in this gray market, 
as you call it, or nonblack market, high markets, but we do find black- 
market operations centering around some particular points in the 
East. We have our most competent men, and when I say they are 
competent men I mean that they are trained in investigative work 
of this type over years of time in that field, and they are working 
there today, and we expect to come forward with some important 
cases within the next few weeks. 

Now, in the meantime, if we can get some information from you 
one out here to tie into that investigation, I might state that it is 
Nation-wide and we are moving, and I might say that our progress is 
all right, it is moving along at a good pace. I would like to talk with 
you about this matter later. 

Mr. Hammonp. Certainly. 

Mr. Curtis. Thank you, Mr. McCormick, and thank you, again. 

Now is Mr. Handy here? 

Mr. Hanpy. Yes, sir. 

a Curtis. Will you come forward and give us your statement, 
please. 


STATEMENT OF LEWIS F. HANDY, SECRETARY, PRECISION 
AUTOMOTIVE COMPONENTS CO., ST. LOUIS, MO. 


Mr. Hanoy. Mr. Chairman and other members of this committee, 
my name is Lewis F, Handy, and I am secretary of the Precision Auto- 
motive Components Co. 

The No. 1 problem confronting our Government, as all of you know, 
is preparing ourselves for any eventuality which may result from the 
me ra emergency. The same problem confronts big business, small 

usiness, as well as each and every individual. As a representative 
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of a small business, which is a part of the replacement parts industry, 
I would like to state that we are most anxious and willing to do our 
part toward national defense. We can best do this by the following 
three methods: 

1. To continue to manufacture replacement parts ; 

2. To receive defense prime contracts for replacement parts similar 
to those we now make; 

3. To receive defense prime contracts for replacements parts similar 
adapted to our present plant facilities and equipment. 

The above three methods can only be accomplished through help 
from our Government. 

First of all, let's consider method No. 1. That is, our continuing 
to manufacture replacement parts. In order for this to be possible, 
our Government must assign a high priority rating to the replace- 
ment industry in the automotive field. 

Perhaps you are wondering why this industry should have a high 
priority. First of all, we must keep our trucks, busses, passenger 
vars, farm tractors, and other equipment moving. If we do not main- 
tain our transportation, we will develop a very serious bottleneck 
insofar as our national defense program is concerned. It is a proven 
fact that 80 percent of our vehicles are used for industrial purposes. 
Think for a moment of the number of truck lines in our country today 
and of the tonnage which these trucks carry. Also think of the many 
points which these lines reach that are not covered by other modes of 
transportation. If these trucks are not maintained how else is this 
material, much of which is so vital to our defense program, to be 
transported ¢ 

Another important factor is the use of busses and passenger cars 
to transport our workers to and from offices and plants. Right here 
in St. Louis, as well as all the other cities throughout the Nation, 
there is a steady stream of vehicles about 6 in the morning until well 
after 9 o’clock moving people to their jobs. The same is true in the 
afternoon from about 4 until 6 o’clock, when the workers go home. 
Then, too, we have the trend of the factories moving to the outskirts of 
the cities. Here the workers in many cases must commute to and from 
work in private passenger cars. 

Consider the fact that 16 million of some 50 million vehicles have 
been made since the past war leaving a balance of some 34 million 
vehicles which we made prior to the war. The average mileage of 
these prewar vehicles is better than 79,000 miles. These vehicles 
cannot operate without proper maintenance, which means the con- 
sumption of replacement parts. As all of you know, the automobile 
industry has been cut back slightly and must be cut back even more 
if our national defense program is to be successful. This throws a 
greater burden on our older cars and trucks. 

The lack of maintenance leads to increased operating cost. In other 
words, we must consume a greater quantity of gasoline and oil, two 
items which are badly needed by our armed services. The replacement 
parts industry, through a high priority rating, can cut down to a very 
great extent the amount of gasoline and oi] consumed by supplying 
the most needed replacement parts. Everyone has had at some time 
or another the problem of trying to use a worn-out part and finally 
ending up having to replace not only this part but other parts as well. 
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This same thing would happen to our transportation if we failed to 
provide proper maintenance. A worn-out part which does not function 
properly will cause excessive wear to other parts, thus causing them 
to be replaced much sooner. Here again we’re consuming more of the 
vital materials which we are trying so hard to conserve. 

In the particular business which [ represent, our largest customer 
is the rebuilder. This rebuilder takes a worn-out unit such as the 
carburetor, which has a great many good parts and merely replaces 
those parts which are bad. We now have a unit which will operate 
efficiently yet has conserved our vital materials and at the same time 
will last a great many miles. Our company is constantly trying to 
save on brass, steel, and copper. Presently we are experimenting with 
a plan wherein defective parts are turned in to us in exchange for new 
parts. We in turn hope to rebuild these worn-out parts, using as much 
as possible the old brass, steel, and copper. 

t us not overlook our farmers. Can you imagine whe a jolt it 
would be to our defense program if the farmers were forced to return 
to older methods of farming. This is exactly what will happen unless 
we provide the necessary parts so that they can keep their tractors 
and other equipment moving. 

Therefore, it is only logical to say that we can do the most toward 
the national defense program by continuing to make replacement 
parts. Our management has the know-how, our workers are well 
trained, our tools, dies, jigs, and fixtures already made, and our plant 
is properly equipped to make carburetor replacement parts as we are 
now doing. I have explained before the importance of transportation 
systems to the national defense program and also the importance of the 
replacement parts industry in maintaining this system. I urge very 
strongly that our Government assign to the replacement parts industry 
of the automotive field a high priority rating. 

The second method by which we can help the defense effort is to 
receive a prime contract calling for parts similar to those which we 
now make. We can do this only through the help of our Government 
in obtaining specifications for us. As you may or may not know, 
Government vehicles such as tanks and amphibious vehicles use parts 
which differ from those used by civilian vehicles. If we are unable to 
obtain the specifications required, we are unable to bid for such work. 
This tends to make a monopoly for the original equipment manufac- 
turers. 

Since the type of defense prime contract, in which we are inter- 
ested, pertains to the maintenance of Government vehicles, we feel 
that we are better qualified to do the job than the original manufac- 
turers. First of all, we can produce parts cheaper, because our plant 
facilities are designed along the replacement line. Then too the orig- 
inal equipment people are more concerned with the complete unit. 
Any saving in manufacturing costs can be passed on to the Govern- 
ment. 

Another fact to remember is the difference between replacement 
parts and original equipment. Our company, for example, has de- 
veloped a great number of special items such as oversize needles and 
seats, oversize throttle shafts. Such items as these are not mranu- 
factured by original equipment companies because they do not under- 
stand some of the problems of the replacement parts field. Imagine 
how many units which probably could have been saved by the use of 
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one of these special parts. Therefore, I urge that the Government 
furnish the replacement parts industry and the automotive field all 
the necessary drawings, prints, and specifications for parts needed. 

The third method by which we can help the defense effort is to re- 
ceive defense prime and subcontracts for small parts which can be 
easily adapted to our present plant facilities cert equipment. Here 
again our Government can help by opening offices in the principal 
cities where information may be exchanged. For example, this office 
would have on file a list of our equipment and comaiial information 
regarding items which we would make. When prime contracts are 
awarded, this office could pass on to the contractors information about 
companies which could assist in the fulfillment of the contract. Also, 
this office could pass on to us the names of companies receiving Gov- 
ernment contracts and other information regarding parts and quanti- 
ties involved. We, in turn, could contact these companies directly. 
It is true that we receive similar information today but: only after it 
is several months old. By that time all of the subcontract work has 
been let. This office by having such information on file would be in 
a much better position to know what companies are best qualified to 
do the work for the Government. 

This office will also be in a position to advise Washington on in- 
formation concerning plant facilities and equipment within a certain 
area. 

I urge, therefore, that the Government set up agencies wherein we 
may obtain information concerning defense contracts and the Gov- 
ernment information about us. 

In closing I would like to reiterate the following three points: 

1. The Government must assign a high priority rating to the replace- 
ment industry and the automative field. 

2. The Government must provide all necessary drawings, prints, 
and specifications for parts needed so that all qualified businesses will 
have an equal chance to compete for defense contracts. 

3. The Government must set up offices wherein we may obtain first- 
hand information concerning Government contracts and the Govern- 
ment information about us. 

Thank you. 

In closing I would like to reiterate the following three points, first 
of all, that the Government must assign a high priority rating to the 
replacement industry of the automotive field. 

Second, the Government must provide all necessary drawings, prints, 
and specifications for parts needed, so that all qualified businesses 
will have an equal chance to compete for defense contracts. 

And third, the Government must set up offices wherein we may 
obtain first-hand information concerning Government contracts, and 
the Government may gain information about us. 

Mr. Curtis. Thank you very much, Mr. Handy. That is a splendid 
statement. [ Applause. | 

I might state further that the problem, as you have presented it, and 
very clearly, is something that we are well aware of, particularly the 
question of giving priority to the replacement industry. 

The committee has been working on that for about 3 months now, 
and urging that something be done on it, and we are quite hopeful 
that that will be done very shortly. 
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Now, as to some of your other problems, of course, we are trying to 
meet them with H. R. 1600. : 

Your second problem of getting drawings, prints, and specifications, 
frankly, the system is set up to provide that, and I don’t know, we 
have had complaints before on it, although it seems to be improving, 
but we might have some comments on that later. 

First of all, I will ask if Mr. McKinnon has any questions or 
comments. 

Mr. McKrxnon. I think your statement is very good, and I think 
the logic of your argument indicates that something should be done 
about each of your three points. 

I wonder if Lieutenant Flickinger can tell the audience as to where 
the different procurement offices are located that are dealing in pur- 
chasing replacement parts for automobile accessories. 

Lieutenant Furckincer. The principal purchasing activity for pur- 
chasing auto replacement parts, or automotive replacement parts is, 
of course, Ordnance, the Ordnance Tank Automotive Center in De- 
troit, which coordinates the Army, Navy, and Air Force requirements 
for such equipment. These replacement parts are also used in material- 
handling equipment, and they are purchased by additional agencies 
throughout the United States. 

For instance, for the Navy through the Yard Docks and Supply 
Office at Port Hueneme, Calif. And then for the Army at their 
engineering depot at Columbus, Ohio, they buy replacement parts 
through the Columbus, Ohio, depot. And for the Transportation 
Corporation through the Marietta Transportation Corporation Depot 
at Marietta, Pa. 

Mr. McKrxnown. In other words, this man, in order to be able to do 
Government work, must be registered either at Marietta, Detroit, 
or Port Hueneme, Calif. 

Lieutenant Fiickrnerr. It should be with Detroit. 

Mr. McKinnon. Have you done that ? 

Mr. Hanpy. Yes, sir; we have registered up there. The problem 
that we have had up there has been that—well, for a long time—we 
are new in the business, and we are a young company, and some of the 
other competitors have been limited up there a long time ago, and 
whenever they want to send out requests for quotations on a bid of some 
kind, you know, the other companies got that information and we 
did not know about it. 

Mr. McKrywnon. You did not receive it? 

Mr. Hanpy. Not until recently. 

Mr. McKrynon. But now that you have become registered you do 
receive it? 

Mr. Hanoy. We are getting on lists anyway, and the same way at 
Columbus. 

Mr. McKtnnon. Mr. Bush, when the Ordnance Department puts 
out things at Detroit, do you have plans and specifications at your 
office that he could consult quickly, so as to cut that time lag so 
essential to a small man like this man getting an order, to find out 
what the order is all about? 

Mr. Busn. Well, of course, on these sealed bids—— 

Mr. McKinnon. I am talking about negotiated bids, too. 

Mr. Busx. Are you speaking of sealed or negotiated bids? 

Mr. Hanp. So far it has been on sealed bids. 
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Mr. Busu. That is what I suspected. On sealed bids, those are done 
directly with the Automotive Tank Center at Detroit. In other words, 
they are usually done by mail. Sometimes they are carried by the 
contract at Detroit, but generally speaking they are mailed in, these 
bids, and they are bid to a specification that is set forth before the 
bidding is announced. 

I will say this—where are you located? I am sorry, but I was 
busy when you started talking. 

Mr. HAnpy. We are located at Lansdowne. 

Mr. Busu. Are you acquainted with our personnel at 4800 Good- 
fellow ? 

Mr. Hanpy. Yes. 

Mr. Busn. I am sure that everybody there that could help you 
and if they cannot, if you have any trouble at all, I would be delighted 
to have you come in to see me personally. I am catercornered here on 
the second floor of the Bank of St. Louis. It is very convenient. We 
would certainly be very happy to see you at any time if you have any 
troubles along that line. As to any negotiated bids, we would know 
all about it. 

On the sealed bids we do not. That is done direct with procurement 
headquarters. 

Mr. McKinnon. What you are trying to tell this man is that if he 
gets a notification of sealed bids and if he is in doubt about some 
of the specifications or some of the routine of placing bids at Detroit, 
that he can come to your office and you will assist him, and if neces- 
sary you will get in touch with Detroit for him? 

Mr. Busn. Absolutely, here or anywhere else in the district. 

Mr. McKinnon. And your office is trying to decentralize, your office 
here in St. Louis, in various parts of your area ¢ 

Mr. Busn. That is right. 

Mr. McKinnon. That would be likewise in Tulsa and around 
through the area / 

Mr. Busn. That is right. 

Mr. McKinnon. Do they know what you have? 

Mr. Hanpy. No, sir; not that I know of. 

Mr. McKinnon. Wouldn't you recommend that that be done? 

Mr. Busu. Have you made a request for a survey ? 

Mr. Hanoy. No, sir; we have not done that. We did not know 
where to go. 

Mr. Busu. What I think would be the best thing to do would be 
to get in touch with me tomorrow, and let’s go into the thing, and I 
will do my level best to get you started on that. 

Mr. Hanpy. Swell. 

Mr. McKinnon. You see, this point No. 1 that you make is some- 
thing we have go to work through the top policy command in Wash- 
ington. Weare working on that now, and we hope very soon to make 
a high priority for replacement parts, because the transportation sys- 
tem is very vital to the war effort. 

On the second part, you get registered and have your plant surveyed 
with the agencies, and it will facilitate and heighten your chances of 
getting some more orders. 

Then on your third part, most of those procurement: offices do have 
information on negotiated bids that will help you with specifications, 
drawings, and other things, but it does argue for the bill that we have 
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in the House, the Small Defense Plants Corporation, because ot 
of our bill authorizes such information centers as you need to help 
small business get in on the know with the bigger men who have 
specialists. 

Mr. Hanpy. That is right. 

Mr. McKinnon. We think it will help a lot. 

Mr. Hanpy. So do we. 

Mr. Curtis. Thank you very much, Mr. Handy. 

We have three more witnesses now before 12:30, and because we 
are running just a little bit behind, I think all of you who have written 
statements, if you will place them with the reporter they will be placed 
in the record. If you can cut it short in any way and get to the meat 
of the problem, it will help a lot. 

So at this time I want to call Mr. True D. Morse ofthe Doane Agri- 
cultural Service, Inc. 

Now, this will go into the record, the whole statement, and if you 
care to, you can hit the points you particularly want to bring out. 

Mr. Morse. Well, if you don’t mind, I think I can go through this 
rather rapidly, sir. 

Mr. Curtis. All right. Thank you. 


STATEMENT OF TRUE D. MORSE, PRESIDENT, DOANE 
AGRICULTURAL SERVICE, INC., ST. LOUIS, MO. 


Mr. Morse. I am True D. Morse, president of the Doane Agricul- 
tural Service, Inc. This is‘a farm management, appraisal, consulta- 
tion, and research organization that has been in operation for 32 years. 
I am going to speak on the subject of the effect of price controls, in 
which I understand you are interested. 

Mr. Curtis. Weare. 

Mr. Morse. We manage land in 15 States, appraise land, and serve 
as consultants in about one-half the States, and our published services 
go to farmers, businesses, and educators in all the States, 

The farms we manage and many businesses that we work with come 
in the class of small businesses. 

The most urgent need of business and of our Nation is effective con- 
trol of inflation. It is the need to restore sound money. 

This is generally recognized. It is why wage and price controls 
have ben put into effect. 

They are again demonstrating that such methods are a negative, 
ineffective attack on inflation. It is a matter of deep concern that they 
divert attention from the methods that must be put into use if in- 
flation is to be brought under control. 

Congress must act to strike at the causes of inflation—not mere 
treatment of the symptoms. 

(a) There must be restriction on the expansion of the money sup- 
ply. That includes sound management of the public debt. 

(6) Control of inflation requires strict economy by the Government. 
Business and individuals can then be encouraged to practice restraint 
in spending. 

(c) Pay-as-we-go taxation is urgently needed. 

(d) More limitations on consumer credit. 

(e) Encouragement of individual savings. 

(f) Increased production must be made possible. 
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Price controls on farm products will hinder the war and defense 
efforts of the United States. 

Price controls for farm products will tend to cut production of the 
most vital food and fiber needed for war and defense. They will 
be more destructive than helpful in meeting the national emergency. 

They should not be used now because : 

1. There is no food shortage and none is in prospect. Families can 
live well without the highest priced foods. For example, pork, eggs, 
chicken, turkeys, cheese, and milk are below or near parity in price. 
Most of the major foods are priced below parity. It is primarily those 
items which people insist on eating in increased quantities that they 
bid up to above parity prices. 

Why restrict beef prices, for example, so workers can enjoy beef 
at restricted prices when the Nation is meeting a national emergency 
when there is plenty of pork, chicken, turkey, cheese, and milk? 

2. Consumers will be penalized rather than benefited by price con- 
trols on farm products. They should vigorously oppose them until 
all other practical means of inflation control have been exhausted. In 
the end, they would get less meat and other health foods with prices 
under ceilings. 

3. Black markets promptly develop under price controls. There 
will again be great waste of food and byproducts. It is not practical 
to police 6 million farmers with their great variety of farm products. 

4. The huge “police force” necessary to get even partial enforce- 
ment of price controls on farm products as they pass from farmers 
through the various trade channels will take manpower badly needed 
for production rather than policing. 

5. Farm labor will be critically scarce. It will take strong incen- 
tives to keep families from giving up farming to work in defense and 
other industries. 

6. Costs for farmers are high—there is not the margin of profits 
which developed during World War II. The parity ratio now gives 
only a small price advantage—during World War II it reached a 
22 point advantage. 

7. Cash requirements for farming are at record high levels. Agri- 
cultural college studies show that farmers can now rapidly go broke 
in the event of crop failures or lower prices. Cornell and Purdue 
Universities report 3 years or less for many. Farmers must be assured 
of profit opportunities if they are to run the risks of maximum pro- 
duction efforts. 

8. Weather has been abnormally favorable during and following 
World War Il—which, combined with high prices, gave farmers above 
average incomes. Such favorable conditions will not continue in- 
definitely. Farmers know they carry high risks frorn many natural 
hazards and will not take all-out risks if price incentives are restricted. 

The way to hold down food costs as far as farm prices are con- 
cerned is to encourage—not discourage—a large volume of production. 

Prices should be left free so they will show farmers what consumers 
want. Also, to cause buying to shift away from scarce and high de- 
mand foods to those that are in more plentiful supply. This cannot 
be effectively accomplished under price controls. 

9. The confusion and disruption of normal flow of goods by price 
controls creates serious “bottlenecks” that hinder production. For 
example, costly hay balers may be idle at harvest because of no wire or 
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twine. There are not enough sacks for potatoes now being harvested 
in California. 

Low cost but critically needed supplies dry up under price controls 
and farmers cannot get full production ak take losses of critically 
needed crops and products. 

There are other and more effective ways of stabilizing the economy 
than by general and direct price controls, as competent business and 
Rentclat lendart have shown. They should be put into effect by Con- 

ress, 
. Thank you. 

Mr. Curtis. Thank you very much, Mr. Morse. 

Of course, most of these nS oa or rather, the general problem, is 
one for the Banking and Currency Committee. Naturally, it does 
affect the Small Business Committee, and we thank you very much 
for that fine statement. 

Do you have any questions? 

Mr. Monrsr. May I say to you that some of the problems that these 
small businesses are presenting here strike directly into the farm busi- 
ness. When you dry up the supply of baling wire, you idle these 
$3,000 balers out on the farms. Mey do not have horses any more, 
and they are all fairly well mechanized, and they have to have these 
materials, and they just shift them over to profitable lines and take 
them out of less profitable lines, and the farmers are stuck out there 
without the materials with which to work. 

Mr. Curtis. We appreciate very much your statement, and we 
thank you for calling it to the attention of this committee. 

Thank you again. 

Mr. John Schindler, farmer, from Sturgeon, Mo., I believe, is going 
to present a problem on co-ops. Is Mr. Schindler here? 

(No response. ) 

Mr. Curtis. He does not seem to be here. 

We will then call on Mr. John W. Brunner of the Vi-Jon Labora- 
tories. 

Before Mr. Brunner makes his statement, I want to introduce Frank 
McGregor of St. Louis, Director of the Office of Small Business, 
Department of Defense. He is from St. Louis. I think many of you 
know Mr. McGregor. 

Mr. Barrierr. We also have a couple of representatives here from 
the Department of Commerce. 

Mr. Curtts. That is fine. Will you introduce them, please? 

Mr. Barrierr. We have Mr. Kramer here and Mr. Gorn. 

Mr. Curris. Mr. Brunner, we are going to put your full statement 
in the reoord, but because time is somewhat short I wonder if you 
would pick out the pertinent matters that deal with your own business. 

Mr. Brunner. All right, I will be glad to. 


STATEMENT OF JOHN W. BRUNNER, PRESIDENT, VI-JON 
LABORATORIES, INC., ST. LOUIS, MO. 


Mr. Brunner. I am John W. Brunner, president of Vi-Jon Labo- 
ratories, Inc. We are a small manufacturer of drugs and cosmetics 
here in St. Louis. I am talking on price control. 

The present controls which are in effect and have been brought out 
by this Defense Production Act which, of course, you gentlemen 
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know about, and concerning that I would like to quote a few lines from 
the act which I think are pertinent to my testimony on the interest 
of the smnall-business man. Section 401 states: 

It is the intent of Congress that the authority conferred by this title shall 
be exercised in accordance with the policies set forth in section 2 of this Act 
and in particular with full consider toms and emphasis, so far as practicable, 


on the maintenance and futherance of the American system of competitive 
enterprise, including small-business enterprises. 

The section 402 states that: 

The President shall ascertain and give due consideration to comparable 
prices, margins, et cetera, which he finds to be representative of those prevail- 
ing during the period from May 24, 1950, to June 24, 1950. The President shall 
also give due consideration to the national effort to achieve maximum pro- 
duction in futherance of the objectives of this Act. 

Then it goes on: 

* * * general increases or decreases in cost of production, distribution, and 
transportation and general increases or decreases in profits earned by sellers 
subsequent to June 24, 1950. 

The President in establishing and adjusting ceilings shall make such adjust- 
ments as he deems necessary to prevent or correct hardships or inequities. 

Mr. Curtis. Yes. I think we are familiar with those. I tell you 
what we would appreciate, so we can get in our questions here and 
we can specifically help you, but because time is running short and 
we want to schedule everything else, we would appreciate it if you 
just let your statement stand as it is in the record and go to the fine 
points that you want to bring out. 

Mr. Brunner. Let me briefly say this: That the present regulations 
which have been passed do not apply to my firm. I had better state 
briefly this regulation. It states—this is the one that was issued Jan- 
uary 26, 1951, which is a general ceiling price regulation, and it states: 

Your ceiling price for sale of a commodity or service is the highest price at 
which you delivered it during the base period. 

It goes on further to say: 

If you did not deliver the commodity or service during the base period your 
ceiling price is the highest price at which you offered it for delivery during the 
base period. 

Now, the problem of my firm and many firms is that—-and this deals 
particularly with small businesses—larger firms and big business that 
work in basic commodities such as metal, coal, glass, and heavy chemi- 

‘als during the months of December and January of the past year— 
that is, December 1950 and Januar y 1951—they were cont inually rais- 
ing their prices. My firm did not have the prices given to them or 
quoted to them by our suppliers until the middle of January, and some 
after February of 1951. Asa result, we did not have an Gpportunity 
to figure on prices, publish a price list, have it approved, uave the orders 
come in, and have it all delivered by the 26th of January, which your 
regulation states should be the criterion as to whether or not you raise 
your prices or lower them or keep them at your old base. 

This is particularly pertinent to the small-business man because he 
pont did not get his prices figured, and did not get his costs sent to him 
»y his basic supplie rs in time to get this price list out. 

There are five ways in whic h these regulations have affected the 
small-business man. First of all, they have resultecl in confusion. 
Very few small- or large-business men in St. Louis whom I have talked 
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with, and I have talked with a lot of them, are able to understand and 
interpret all of the regulations that have come out from Washington 
since the 26th of January. They have been time-consuming. I spent 
85 percent of my time last week in trying to interpret these regulations. 
They have reoultad in a loss of profits for many people. 

You know, as people who are interested in small business, that a 
small business will suffer much more in times of depression, and if a 
small business is —— under adverse circumstances it will suffer 
much more than a large business that has a big backlog. 

Here are just a few examples of the increased cost in 1950: 

Glycerine cost 30 cents, and today it is 55 cents a pound. 

Alcohol cost 61 cents a gallon, and today it is $1.14 a gallon. 

I could go on down the line. 

The main product we sell cost us $9.06 a gross in September when 
our last price lists were issued, and today it costs us $11.10 a gross. 

We operate on a small margin. We have to undersell the large 
businesses because if we do not the large businesses that have mil- 
lions and millions of dollars of advertising behind them do not have to 
sell at as low a price as we do. 

In order to get into the business at all we have to cut prices. 

Briefly, what charges and what additions do we recommend? 

First of all, faster and more equalized issuing of and application of 
control orders. 

2. Equal controls should be immediately placed on food prices after 
authorization by Congress. 

3. Speed-up of relief measures from present status. We have been 
waiting for 3 months and more now. We have spent over $100 in 
telephone calls to the Office of Price Stabilization, and each time they 
tell us that it will come about in a couple of weeks. We have had 
nothing so far, and when regulation 22 came in it only covered 25 
percent of the industries in the United States. There are still a great 
number of people in the same situation as we who for one reason or 
another have not been able to deliver their merchandise during this 
base period of December 19 to January 26, and who are still caught and 
suffering. 

What should be done by the Congress ? 

When you pass on this Defense Production Act of 1951 that you are 
discussing at the present re require faster action for relief 
of hardship cases, and so specify in the Defense Production Act. A 
15-day limit for a decision on a protest and a 30-day limit on the emer- 
gency court of appeals procedure, 

We put in a request for an adjustment in January, and we still 
have had only one letter from the Office of Price Stabilization. In a 
letter they sent us they said this: That now provision had been made 
to permit relief to be granted in cases of individual hardships. 

That was signed by George W. Strasser, Acting Director of the 
Rubber, Chemicals, and Drugs Division. idee 

It specifically says there must be some relief for individual hard- 
ships, and none has been forthcoming as yet. 

Thirdly, put more teeth into and insist on a pay-as-you-go tax pro- 

ram. 
; 4. Reduce Government spending as noted in the Hoover Commis- 
sion report, and reduce nondefense spending by Government agencies 
not essential to national defense. 
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It has been a privilege to have talked to you Congressmen. We 
never get much of a chance to do so, and I want you to know that 
many small-business men and many other people have a decided re- 
spect and faith in what you do, and despite the Kefauver committee 
hearings and everything else, people believe that politics are still 
clean and that somebody like a pas hore man, such as I or other 
people, can talk to you, and through your work and efforts that we 
can have relief, because all we are trying to do is to get a return on 
our investment. 

In our business that reflects only our increased cost; in materials, 
and our increased costs in factory payroll. That is right in line with 
what the various OPS regulations have passed on so far, and we are 
not asking for any more profit than 85 percent of our profit that we 
made in the base period 1946 to 1949, which Mr. Johnston of the ECA 
so stated about 2 weeks ago, or a week ago, as a determinant factor 
on whether or not a firm should increase its prices. 

Thank you. 

Mr. Curtis. Thank you very much, Mr. Brunner. You have brought 
out some very pertinent points, and your whole statement will go into 


the record at this point. 
(The document referred to is as follows :) 


STATLER HOTEL, 
April 30, 1951. 


STATEMENT OF JOHN W. BRUNNER, PRESIDENT OF VI-JON LABORATORIES, INC. 
EFFECTS OF PRICE CONTROLS 


I. Present controls in effect 

The entire price-control program has been created by the act of Congress 
known as the Defense Production Act of 1950. I would like to quote a few lines 
from the act which I believe are pertinent to my testimony in the interests of 
the small-business man. 

Section 401: “* * * It is the intent of Congress that the authority con- 
ferred by this title shall be exercised in accordance with the policies set forth 
in section 2 of this Act and in particular with full consideration and emphasis, 
so far as practicable, on the maintenance and furtherance of the American system 
of competitive enterprise, including small-business enterprises * * *.” 

Section 402: “* * * The President shall ascertain and give due considera- 
tion to comparable prices * * *, margins * * *, ete., which he finds to 
be representative of those prevailing during the period from May 24, to June 24, 
1950. * * * The President shall also give due consideration to the na- 
tional effort to achieve maximum production in furtherance of the objectives 
of this Act * * * and * * * general increases or decreases in cost of 
production, distribution, and transportation and general increases or decreases 
in profits earned by sellers * * * subsequent to June 24, 1950. 

* * * “The President in establishing and adjusting ceilings shall make such 
adjustments as he deems necessary to prevent or correct hardships or inequities.” 

The above excerpts from the Defense Production Act of 1950 state in letter 
and in spirt the type of regulation the Congress requested or authorized to be 
issued. Now let us examine just what type of regulations have been issued 
by the Office of Price Stabilization. 

January 26, 1951.—The General Ceiling Price Regulation was issued. This 
stated that “* * * Your ceiling price for sale of a commodity or service 
is the highest price at which you delivered it during the base period (December 
19 to January 25) * * * If you did not deliver the commodity or service 
during the base period your ceiling price is the highest. price at which you 
offered it for delivery during the base period.” This regulation, termed to be 
only a stopgap measure, still governs the pricing action of every manufacturer 
who for one reason or another did not deliver any of his merchandise priced 
to reflect his higher costs passed on to him in December and January with the 
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exception of those who came under CPR No. 22 just recently issued which covers 
only 25 percent of industry. The small-business man has been the one who 
has suffered the most under this regulation for this reason. Basic manufacturing 
and processing industries such as metal, glass, chemicals, and the like raised 
their prices throughout December and January. In the case of my own firm we 
did not have all of our suppliers’ prices in our hands until after February 1. 
We did have estimates however by January 5. We have over 150 items in our 
line and by January 15 we were able to issue price lists to our custoniers. At the 
requests of our larger customers such as Woolworth and Kresge we held off 
effecting these prices for 2 weeks in order to give them time to issue the changes 
to their stores. These prices were accepted on the 15th of January, however. 
As a result of our waiting we made no deliveries during the base period and 
although we acted in good faith, raising our prices only the amount of our 
direct materials and factory labor expense, and had them approved by our 
customers, by abiding by this regulation which hag been in effect for over 3 
months my company is now losing money. This is not an isolated case. 

It is easy to understand why. If prices of basic materials were still rising 
through January, the small processor and manufacturer did not receive notifi- 
cation of his increased costs in time to figure his new prices, pass them on to his 
customers, and make deliveries before January 26. There are many manufac- 
turers that had backlogs of orders at old prices and ‘although they issued new 
prices during the base period still make deliveries at the old prices, and delivery 
is what the ruling is based on. It seemed odd to me that although we had no 
time in which to protect ourselves or to make delivery at our new prices, on the 
afternoon of January 24 I received a telegram from our Oakland, Calif., office - 
that their union had received word of a wage freeze to go into effect the same 
time as the price freeze and were demanding an immediate raise to beat the 
freeze. I wonder how the information leaked out? 

February 1, 1951.—Supplementary Regulation No. 1 was issued and lifted 
defense contracts from the general freeze regulation. As my company has a small 
defense contract at the present time, this move helped somewhat, but only 
slightly, as less than half of 1 percent of our business volume is in defense 
work although we are a prime supplier to the Armed Services Medical Procure- 
ment Agency on one item. 

February 28, 1951.—General Ceiling Price Regulation, Amendment No. 5, al- 
lowed more relief on prices but the ruling was still based on delivery of the item 
or part of the items during the base period. 

April 13, 1951.—A General Ceiling Price Regulation Interpretation listed var- 
ious “squeeze situations,” the first of which was the one I have described to you. 
The comment directing interpretations of such squeeze situations by the OPS 
field offices was that the ceiling price still depended on delivery “regardless of 
any resulting hardship.” 

April 24, 1951.—Ceiling Price Regulation 22 rolled back manufacturers’ prices 
to pre-Korea ceilings and allowed them to add only direct labor and factory 
payroll costs. This was the first regulation for manufacturers that had come out 
of the OPS office that was in keeping with the wording of the Defense Produc- 
tion Act. This, however, only applied to 25 percent of American industry for 
some reason or other and is not to go into effect until May 28. I see no reason 
for a partial roll-back of some industries and the allowance of other industries’ 
prices to stand. This further is not in keeping with the spirit and letter of 
the Defense Production Act. If some are rolled back with their prices, why 
not all? 

II, How have these various regulations affected the small-business man? 

A. They have resulted in confusion.—What average businessman, large or 
small, can read, interpret, and follow all the directives that have been stemming 
from Washington in these times? Very few. I have talked with managers of 
large and small businesses, both manufacturing and retailing, in the last month 
concerning this problem and it is appalling how little they know or understand 
about the regulations. Then you find him turning his business inside out as 
he bends over backward to try and obey and follow them. Lawyers to a great 
degree write these regulations and a lawyer is needed to interpret them. 

BR. These reguiations have also been time-consuming—Particularly for the 
little fellow. In a small business where you have one or two or three men han- 
dling production, sales, buying, traffic, office management, finance, and the multi- 
tudenous other details that come up in any business, there is very little time 
left to interpret bureaucratie jargon, and as that jargon is law with a fine of 
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$10,000 added on, regular business activities which are doubly hard to carry 
out in wartime are let go and the business in general suffers. Last week I spent 
85 percent of my time on this pricing problem alone. A small-business man 
cannot afford to do much of that. 

C. These regulations have resulted in a loss of profits for many.—In referring 
to small business’ profits, A. D. H. Kaplan in his book, Small Business: Its Place 
and Problems, states: “If we consider all corporations in each size class * * #* 
we invariably find the lowest average rate of profits in the asset class under 
$50,000. In every year, good as well as bad, a large fraction o* the income-tax 
returns from the small firms reported deficits. In no year during the decade 
1931—40 did corporations with asset size below $50,000 show a net profit in the 
aggregate. In the next class—$50,000 to $100,000 of total assets—a net income 
for the whole group was not shown until 1936." This statement tells what to 
many of you is obvious—timt a small business, in adverse times and when 
operating under adverse circumstances, suffers more than the large business. 
The small producer and small retailer are under continuous pressure in con- 
tending with the economies of large-scale buying and large-scale production. 
The small-business man must often undersell his larger competitors’ highly 
advertised lines in order to offer inducement for the consumer to buy his lines. 
With these disadvantages existing at all times the small-business man who was 
caught at the end of the line of price increases and who for one reason or another, 
acting in good faith, was not able to deliver his merchandise at his new or 
higher prices is pushed farther down and many times completely out of business. 
Such effect is exactly the opposite of the letter and spirit of the Defense Pro- 
duction Act which directed the President or his agents to give due consideration 
to the national effort to achieve maximum production. 

This would apply especially for firms who can and did produce defense items 
during the last war. My firm was the major source for the ASMPA during the 
last war for hydrogen peroxide—a typical example of the place of small business 
in the defense economy. But my firm like many others are marginal producers 
and cannot stand inequities much longer. We are now selling merchandise 
produced and bought at April 1951 costs for September 1950 prices. How long 
can you stay in business at that rate? 

D. The fourth effect of these present regulations is that they do not offer 
any relief to any businessman who quoted his prices at a reasonable level to make 
a reasonable profit had them accepted by his customers, but for one reason or 
another did not make any deliveries during the base period. Another typical 
situation is a seller whose costs have risen and due to competition or other 
reasons did not raise his prices before January 26, 1951. There are many 
firms in this situation today, and many of them are valuable prime- or sub- 
contractors for defense work. 

EK. The last effect of the present regulations is an intangible one but perhaps 
the most important: These regulations have resulted in a loss of faith by 
businessmen and consumers alike in our Government agencies existing today. 

If every smal! business in America went broke tomorrow because of inefficient 
operations, that would be very bad. But if the people who worked in those busi- 
nesses had faith in themselves and in business and in their Government to know 
that they would be protected and afforded equal opportunities to build those 
businesses back up again, then America would still have its foundations and 
would rise up again more powerful than ever. But, if due to Government rulings 
and Government regulations and Government interference with the rights of 
working men and women to earn a living and run a business ou business insti- 
tutions failed there would result discouragement, lack of faith in Government, 
in business, and in people and our great country would be swallowed up in a 
mass of red tape and despondency. I despise Government interference in every 
walk of life. I realize, however, that in times of national emergencies there 
must be a great deal of regulation and dircetion. This I am willing to take and 
respect to the letter of the law. But in the name of common sense I cannot 
understand such delay and inequalities. The faith in himself and his Govern- 
ment of the small-business man as well as the laborer, the farmer and the big- 
business man is the faith that makes America strong. It must be maintained. 
TIL Lastly and briefly, what changes, what additions to the present regula- 
tions and laws should be made? 

A. We can learn at least four lessons from World War II: 

1. There is a much shorter time lag between placing of Government contracts 
and the influx of inflation. We already are at top employments and greatly 
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increased production, and inflation is already here as it was not so much so in 
1940. Thus the need for quicker, more positive action. 

2. Price controls are an end of the line operation. Purchasing power should 
be soaked up through tighter controls, then price control would be easier and 
more effective. 

3. Controls should affect everyone equally. The varying of controls to “in- 
crease production in some lines” merely throws other lines out of kilter and 
applies more pressure on the price controller to “do something for them also.” 

4. Encouragement of marginal producers could be necessary as they were in 
the field of copper for instance in World War II. 

B. Now what should be done in an administrative way through OPS? 

1. Faster and more equalized issuing of, and application of control orders. 

2. Equal controls should be immediately placed on food prices after authoriza- 
tion by Congress. e 

3. Speed up of relief measures from present status. 

4. Immediate relief for sellers who in good faith raised their prices, issued 
them, and had them accepted during the base period, if their prices do not result 
in a profit greater than 85 percent of their profit margin in an average of the 
three base years out of the four from 1946 to 1949. This base was offered as a 
guide for fair profits by Economic Stabilizer Eric Johnston on April 25, and is fair 
and just. 

5. A general roll-back of other manufacturers prices as was issued in Ceiling 
Price Regulation 22, but to allow for increased costs up to January 26, 1951. 

C. What should be done in a legislative way by the Congress? 

1. Require faster action for relief of hardship cases and so specify in the 
new Defense Production Act. 15 day limit for a decision on a protest and 
a 30 day limit on the Emergency Court of Appeals procedure. 

2. Put ceilings on all farm products now covered by parity prices. These 
ceilings should be placed by considering the pre-Korean prices and margins 
just as with the wage of the laboring man and the selling price of the business. 

3. Put more teeth into and insist on a pay-as-you-go tax program. 

4. Reduce Government spending as noted in the Hoover Commission report, 
and reduce nondefense spending by Government agencies not essential to national 
defense. 

What a privilege it must be to be a Congressman and to be in a position to 
serve your country in its time of greatest need. What a privilege and what 
a responsibility. I rarely have the pleasure of talking to Congressmen and 
I would like to say to you in closing that many people say, politics are rotten, 
I believe and many people still believe that politics and government can be 
and is clean in many places, that we, as Americans can take pride in our 
Government and in our elected representatives, and that we as Americans 
can have faith in what they do and in what we do as we live and work and 
play in this great country. 

There are many young men such as I and older men such as others who 
are speaking here today who have great faith in small business and faith in 
themselves as small-business men. They have a faith in the future of small 
business as they do in the future of America. I am acquainted with one of 
your group, Mr. Curtis. I have confidence in him, and have no reason not 
to believe in and trust all of our representatives. There are millions of people 
like me who believe in and trust you. All we ask is that you encourage, 
strengthen, and preserve that trust, for it is on such faith that America will 
stand today and build tomorrow. Thank you. 

Mr. Curtis. Mr. Brunner, I am sorry that Mr. McCormick was out 
of the room most of the time while you were presenting your statement, 
because most of it, in fact all of it, involves the OPS. 

I do want to ask you one particular question. If the Office of Price 
e Stabilization was set up so that the local administrators were able to 
give you definite decisions, would that help you considerably ? 

Mr. Brunner. Yes, it would save us maybe 30 to 60 days, however 
much time it takes to process requests from Washington. 

Mr. Curtis. I would like to ask Mr. McCormick how far his office 
has gone along toward giving more authority to the local administra- 
tors of the Office of Price Stabilization. Could you give us some 
information on that, Mr. McCormick? 
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Mr. Leo McCormick. Yes, sir, Mr. Chairman. 

We feel that so far as our staff is concerned, we have not had enough 
experience as yet, and the staff is not in numbers sufficient to handle 
these local adjustments. 

The thing that is now delaying it, but it is one that we are working 
toward, is the need to keep these regulations, which are naturally very 
general in nature, in the hands of a central point in Washington until 
more tailored regulations are out and approved, meaning individual 
industry regulations. If we get those out, or more of them out, we 
then feel that we will move to the local offices. 

Mr. Brunner. May I say something? 

Mr. Curtis. Yes. 

Mr. Brunner. We do not request that any more authority be given 
particularly to your St. Louis office here. They are doing the best 
they can with the regulations that have come out. Our main reason for 
complaint is, first of all, why didn’t this Ceiling Price Regulation 22 
include all industry? Why did it not take in all industry and roll 
prices back to pre-Korea, and then let them tack on their increased 
costs? It seemed like that should be fair. That is what the Defense 
Production Act states. Why should industries vary ? 

Mr. Curtis. Go ahead, Mr. McCormick. 

Mr. Leo McCormick. That is a very good point, sir. No. 1, we 
have found in the case of regulation 22, the manufacturers regulation, 
that it was the opinion of many many groups, industry groups, re- 
presented in discussions before that regulation was written, that it was 
the best over-all general regulation that would be approved at the 
time to relieve the difficulties and squeezes existing. 

Mr. Brunner. May I say something, Mr. McCormick? Excuse me. 

Mr. Leo McCormick. Yes. 

Mr. Brunner. It might be interesting to know that in the group 
there from the Jergin cosmetic industry that were represented in the 
hearing on April 4 in Washington, which was conducted probably 
by Mr. Strasser, and the various OPS men, and that there was no 
representative of the comparatively small businesses at that meeting. 
Two were invited, and there were probably 25 men there, all repre- 
senting businesses which had a capitalization of over $500,000. There 
was no representative there of small business. Two were invited but 
did not attend. 

We would appreciate perhaps an invitation next time. 

Mr. Leo McCormick. Yes. Now, I will answer that question, but 
to go back to the other one, regulation 22 is pretty well agreed on, that 
that answered as many problems as possible for the raanufacturing 
interests in the time given. 

Now, the reason we go to specific regulations, is, I believe, just be- 
cause of the problems you bring up, and certainly some of the problems 
that have been refiected here. Industries have problems of a specific 
nature, and to properly meet those we must sit down and tailor an 
individual given regulation. That is time-consuming, but in the long 
run it is the most effective, and it gives the best relief possible. 

Mr. Brunner. That may be true, as Mr. DiSalle said about 3 or 4 
weeks ago, we will issue regulations, or we will issue general regula- 
tions and then plug the holes. I don’t see why a regulation could 
not be put out such as CPR 22 that would apply to all industry, and 
then take your time and plug the holes and tailor your regulations 
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to meet different industries, but for goodness sake give the small 
fellow who has been hung up here for 3 or 4 months, who has acted 
in good faith and done his very best—and believe you me, there are 
many firms violating your regulations—and there are many people 
who have tried to hold the line, who are actually operating at a loss 
today. My firm and many others are in such a position today. 

I just cannot see why we cannot have one regulation to cover all 
industries, and then come back and tailor them, but in the meantime 
give us some relief, and CPR 22 should apply to all of them. 

Mr. Leo McCormick. That is true. Now, it so happens that a great 
many industries were relieved by that regulation. Yours happens to 
be one that was not relieved. 

Mr. Bronner. There was 
because of that regulation. 

Mr. Leo McCormick. I will have to disagree with you, I am afraid. 
We will se how the regulation works out, and what is needed in your 
industry, as I see it, is a specific regulation. We cannot write one so 
general covering all to answer all points. It is just impossible. 

Now, on the question of representation of small business, there is 
a clear-cut directive from the Director to all people who have to do 
with industry representation in our office, industry committees or rep- 
resentatives of industries at meetings, that small business be repre- 
sented in proper numbers. 

That regulation, I believe, has been carried out. We do find in some 
‘vases small-business men find it difficult to leave their places of busi- 
ness to come into Washington and spend time, but believe me, they 
are invited, and everything is being done by the Administrator—who 
is a small-business man himself, by the way—right on down, to see 
that small business representation is adequate, and that his thinking 
is taken into consideration. 

I would like to sit down with you and treat with your individual 
problem. There is a great possibility that we might find some remedy 
right here today, and I would like to do that. 

Mr. Brunner. I would appreciate it. We would just like to be fair 
in the whole matter, that is all, and it is really hurting us, and there 
are a lot of people like us. 

Mr. Curris. Mr. Brunner, we are glad to get that, and that is one 
of the purposes of these meetings, just exactly what Mr. McCormick 
said, and you try to get him this afternoon and sit down and go over 
that specific problem. 

Incidentally, we are trying to do that for as many problems as 
we can. 

A Voice. What was the remark about the local office? I don’t think 
most of us heard it. What was the remark about giving more 
authority ? 

Mr. Curtis. That is being done, isn’t it? 

Mr. Leo McCormick. That is correct, as soon as possible. 

Mr. Curtis. Mr. McKinnon. 

Mr. McKrxnon. Mr. Brunner, I think we all agree with you as to 
the need for faster action, and particularly decentralization of these 
offices so that they can be operative. 

This morning we had Mr. Dietrich, who complained that this 
freeze order worked a hardship on his particular business and forced 
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him to lose many orders in the seasonal part of a year as a result of 
putting one of these orders in very quickly. 

Then we had Mr. Morse come before us advocating no price con- 
trols at all. 

And now you come forth with an argument, and a very good 
argument, too, I might say, for an implementation of freeze orders, 
and that typifies pretty much the big problem we have in Washington, 
where everybody is pulling in different directions, and it, makes a very 
difficult proposition for Mr. DiSalle’s organization, or for Congress, 
to quickly do something so necessary to keep small business alive. 

We have so many different forces moving in different directions. 
We have our problems, too, in trying to get something moving fast. 
Everybody has a different idea, and it is not easy to do. I realize the 
need, and I want you to appreciate our problems back in Washing- 
ton, too. 

Mr. Brunner. I do, very, very much. I only ask that when these 
regulations are issued, and, for instance, if we were a large firm that 
had millions and millions of dollars involved, and we were regulating 
25 percent of the peroxide market, there would be a reason for delay 
in consideration of the whole matter; but when you have a very, very 
small business, whose very lifeblood is dependent upon the small per- 
centage of the market, we feel that we should at least have had a couple 
of letters from the OPS. If you will make your regulations, Mr. Mc- 
Kinnon, and if you will just try to apply them to the entire industry 
or all of the industry, and then plug in your holes after that, it would 
help a great deal. 

Mr. McKinnon. I want to compliment you particularly upon your 
specific recommendations. They are going to be helpful to us. I will 
take them back to the major Committee on Banking and Currency. 

Mr. Brunner. I hope you put ceiling prices on all the food we have 
been buying, and, second of all, speed up these relief measures. 

Mr. McKrxnon. I might say that in Congress we have the majority 
of them, perhaps Mr. Morse’s vewpoint, that there should be no price 
controls at all on food commodities, or at least the farmer’s products. 

Mr. Brunner. Why hurt the farmer and not the businessman and 
labor? 

Mr. McKinnon. I want to point out that there are different groups 
in Congress, and we have a heck of a time, really. 

Mr. Curtis. Mr. Riehlman. 

Mr. Rrenitman. No questions. 

Mr. Curtis. Thank you very much, Mr. Brunner. 

The committee is going to adjourn now until 2 o’clock, but before 
we do that, has Mr. Bottom come in? 

You were not here and we will put you on right after we convene 
at. 2 o’clock. 

Thank you very much. 

We will see you at 2 o’clock. 

(Whereupon, at 12:30 p. m. the subcommittee adjourned, to recon- 
vene at 2 p. m., this same day.) 


AFTERNOON SESSION 


Mr. Curtis. We will call our hearing to order. 
I want to ee to you gentlemen for the committee’s being late 
in getting back. We had a luncheon meeting. 
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We will proceed right away, and our first witness will be a witness 
who was not here this morning, but who is now here. This witness 
will be Mr. Schindler, a farmer from Sturgeon, Mo. 

Mr. Schindler, will you please take a seat there and make your 
statement, and give us the problem that you have, please. 


STATEMENT OF JOHN SCHINDLER, FARMER, STURGEON, MO. 


Mr. Scurnpter. Thank you, Mr. Congressman. 

My name is John Schindler, and I am a farmer living at Sturgeon, 
Mo., a small town in central Missouri 135 miles from here, and I am 
producing grain and livestock. 

We farmers, like the rest of you businessmen, find out our biggest 
enemy today, unfortunately, and we hate to say it, is our Federal Gov- 
ernment. It has got a dagger stuck at our hearts, and at about from 
1,000 angles. I don’t know how many. 

I have problems that force me to call up the county AAA and the 
State AAA, and we have to call up the collector of internal revenue 
and social security, and all such stuff. 

There are probably 50 different Federal agencies dealing directly or 
indirectly—mostly directly—with us farmers out here, and all over the 
United States. 

I only want to talk to you about one of those, or possibly two, if I 
have time today. I don’t want to say anything that is partisan. I 
come from a territory that is two-thirds Democrat and one-third 
Republican, and the message that I bring to you is at the request of 
my neighbors, things that we have talked over time and again, and 
when we heard of this hearing down here they designated me to come 
and deliver this message to you. 

Now, one of our problems is a problem that the farmer has of 
financing his operations. Farming is not little business any more. 
It is big business. I have a farm of 2,000 acres, and I have an invest- 
ment of approximately a million dollars. I have seven regular em- 
ployees. They don’t work by union schedule, they work 12 hours a 
day. We check them in and out, morning, noon, and night, with 
time-recording clock, just like you do in any factory in St. Louis 
or any other city. They set their own hours, and they work 10 hours, 
9 hours, 11 hours, 12 hours, 14 hours, and that is all right with me. 
But that is the difference between the farm worker and the city worker. 
The farm worker works more hours to get more money, and the city 
worker does not. 

Now, about financing: We farmers are like the proverbial drowning 
man grasping at a straw. Back in the late twenties and early thirties 
we started clamoring for a lot of things, and now that we have got 
them we wish that we had kept our mouths shut, and we wish that 
we had waited longer. 

We got these Government controls I mentioned. The farmer is the 
one businessman who has nothing in the world to say about the price 
he either pays for what he buys or the price he gets for what he sells. 
He sells everything at a wholesale price, and he lets somebody else 
process it and sell it at retail. . 

Everything he buys, he buys at the highest price, that is, retail, 
because he is an individual, and there are 6 million of us. 
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If we are getting too much for beef or lamb, it is not our fault. 
We have nothing to say about the price. It is the demand of the city 
consumer, and other people that buy our products. 

We don’t like price control. We are opposed to it. We think it is 
un-American. We don’t like Government controls, business controls 
of any kind, and I certainly want to correct Mr. DiSalle on one thing, 
he says everybody wants controls on the other fellow, but I want to 
tell you that the farmer doesn’t want controls on anybody, particularly 
including himself. We never asked for them. We are 100 percent 
opposed to them whether we are Democrats or Republicans. 

he Government loans us money through FHA. It loans us money 
through the FSA, the Farm Security Administration. It loans us 
money through the PCA. And it loans us money through the Federal 
land bank, and by several different means through the Federal inter- 
mediate credit banks. 

I want to take time to talk about these things, but I do not want 
to take the time to enumerate all of them, but I can think of at least 
15 different agencies loaning money to the farmers, and would you 
believe it, the worse off the farmer is, the better his credit is. 

I operate a big farm, and I sometimes borrow as high as $250,000, 
but I cannot borrow it from my local banks in Mexico, Moberly, and 
Columbia. They have the money, but you Congressmen and Senators 
have given our liberties away to the Bureaus down there, and they 
put a ‘limitation on banks. The Bank of Mexico can loan $10,000 to 
me, no matter if I am a multimillionaire. They have the money and 
they would like to loan it, but they have told me that, and so have ‘other 
banks, but the poor fellow that is broke, who hasn’t got anything, that 
any commercial bank would not make him a loan, can go to the FH A 
and borrow about a hundred percent, or more than a hundred percent. 

I know a lot of them right around me. I have helped fellows who 
have been hard up, to get loans. They don’t have to have adequate, or 
anywhere near adequate, security. 

I just wanted to point out that the farmer who is producing the 
food in America, and who has to deal with a commercial bank, is 
limited by banking rules foisted on him by the Federal Reserve Sys- 
tem, by the Comptroller General of the currency, by the Treasury 
Department, by the FDIC, and a whole swarm regulating the banks. 

That is all I want to say, unless you want to ask me some questions. 

Mr. Curtis. We appreciate your statement, and we are very glad to 
get the viewpoint of you farmers; although you may say that farming 
certainly is big business, but it is easy to understand w hy a farmer 
could be classified, in one sense, as a small-business man coming within 
the cognizance of our committee. 

We are very glad to get your statement, because we want to con- 
sider this all from a broad angle. 

Now, I will ask Congressman McKinnon if he has any questions. 

Mr. McKinnon. Yes; thank you. 

How does the farmer feel about price supports in your area ? 

Mr. Scuinpier. We farmers are sick and tired of price supports, 
price controls, or credit controls, or anything else of that kind. We 
have changed our mind from 20 years ago, as I said, when we were 
grasping for a straw like a drowning man. 

We want to get free of Government red tape and regulation. I don’t 
want price control and I don’t want price supports, either one. 
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Mr. McKuynon. Thank you. 

Mr. Curtis. Mr. Riehlman. 

Mr. Rren_man. All you want to do is to operate a free economy, 
with no Government rules or regulations; is that correct 

Mr. Scutnpier. I want the Government only to be a policeman, to 
keep the avenues of free competition open. 

Mr, RreuiMan. Thank you. 

Mr. Scunovter. I want to talk to you about another matter a little 
bit, Congressman. 

Mr. Curtis. We would like to hear it. We have not got too much 
time, so I wonder if you would mind stating it very briefly, because 
we are mainly concerned about specific problems. 

Mr. Scutnpter. I know you are. 

Mr. Curtis. Yes. 

Mr. Scutnpier. Well, if I go too far, you just stop me and I will 

ult. 
2 1 came down about 140 miles to give you this message, and I will 
do it briefly. 

Mr. Curtis. Yes; we want to hear it. 

Mr. Scurnpier. You Congressmen are besieged by thousands of 
businessmen all over the United States about cooperatives. 

Now, I have been vice president of the biggest cooperative in the 
Middle West, and that is FMA. I was vice president of it for several 
years, but I am not now, but I was a few years ago. 

I was a member of its executive board for six consecutive years. 
I have operated some of the largest processing plants, and I know the 
thing from inside out, but I want to tell you what is happening. — 

I speak now as a farmer, I have no official connection with the FMA 
today. 

We farmers are strong as horseradish for strictly producer-owned 
and controlled cooperatives in which we are allowed to take our 
products, in order to put our products out. We have had foisted on 
us by the Federal Government a type of cooperative that we are op- 
posed to. It is strictly socialistic. This bank in St. Louis, and all 
the rest of them over the United States, have made us change. 

Some 15 or 20 years ago there was formed a bank by those from 
Norway, Sweden, and Denmark, which is called the nonstock, nonprofit 
plan, one man, one vote. 

I will tell you how it operates, and then you will see. 

At Centralia, Mo., where I do my trading, I trade with a farmer 
co-op, selling my wheat and soybeans, and I buy feeds, seeds, and 
fertilizers to the tune of a little over $50,000 a year. I have been a 
member and helped finance it 32 years ago, and am trading there be- 
cause it belongs to me and my neighbors, 

About 20 years ago, when we got to borrowing money in the hard 
times, when we lost money, they say, “You are not a cooperative.” 

This was our plan: We sold stock to farmers. No farmer could 
buy over ten shares, at $25 a share, so no one man could get control, 
or no small group could get control. 

A special cooperative law, passed by the Missouri Legislature, 
allowed us to pay not over 8-percent interest on our stock, to set up 
a reserve fund not exceeding 10 percent of the net profits in any one 
year, until the reserve fund was equal to 50 percent. 
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We had to sell more stock to get more money. The balance of 
profits, if any, to be distributed to the farmers on a pro-rata basis, 
according to their volume of business. 

I believe this: That I think it is fine and fair. But what do we have 
today? They made us give up our stock, and we took the company’s 
notes, which does not carry a vote. In my town we have 1,150 mem- 
bers, and 250 live intown. They are not farmers, and they don’t own 
a farm, or are not interested in farming. They buy some of the 
things we ought not to be allowed to handle, posing as a farm coopera- 
tive, things that everybody uses. They handle groceries, boots, shoes, 
storage batteries, everything you can think of. We are in the insur- 
ance business and every other kind of business. We are completely 
retail and wholesale for every commodity in the State of Missouri. 

Now, then, I go down to the annual election at the end of the year, 
just one farmer, one vote, this nonstock, nonprofit organization. 

The Treasury Department a few years ago made a ruling that we 
could keep our farmers’ profits in for 3 years without paying income 
tax, and then they changed to 5 years, and now they changed it to 
10 years. 

My local co-op has $4,000, approximately, of my money accumulat- 
ing over the last several years,6or8 years. Willthey pay itout? No. 

Ve have got too many small operators who want to keep it in, to 
add more side lines, to fight more of you town businessmen in St. 
Louis, and over the State of Missouri in your business, not our busi- 
ness. It is strictly a nonfarm business. 

In Centralia there are 250 people who are patronsand members. We 
make everybody a member who trades $25 worth in a year. They have 
250 votes, and I have got these figures from the bookkeeper: They 
traded $10,000 worth, the whole 250, an average of $40 apiece for 
the year. 

I know one individual who traded five times that $50,000 a year. I 
am that one individual, and I have got one vote; and these 250 each 
have a vote. So, that is 250 times as many votes as I have, with only 
one-fifth of the business between them. 

We farmers, furnishing two-thirds of the business, are definitely 
in the minority, and we have lost control of it because we have that 
socialistic plan. 

That is the story. 

Mr. Curtis. I want to thank you very much for that statement, Mr 
Schindler. We in Congress all are very well aware of this cooperative 
problem. It has come up time and again, and it is certainly before this 
resent Congress. We realize that it is a real problem of the small- 
benlened man, because that is a nontaxed competitor. 

Mr. Scurnpier. We don’t believe in that. We farmers are not ask- 
ing that. Just like the labor-union leaders, our leaders are asking for 
things that we farmers are not asking for. 

Mr. Curtis. Well, we appreciate your coming down to testify be- 
fore us. 

Congressman McKinnon, do you have any questions? 

Mr. McKrynon. No. I think Mr. Schindler is quite consistent in 
his viewpoint. 

Mr. Scurnvier. I don’t believe in handling anything that is not 
a farmer’s product. I don’t think that we should get cheap money 
without security from banks, and seeking other special privileges. 
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I am a Republican, but I believe in the old Tom Jefferson equality 
of opportunity for all and special privileges for none. 

Mr. Corris. Thank you very much. 

Mr. Riehlman, do you have any questions? 

Mr. Rreniman. No. 

Mr. Curtis. Thank you very much for appearing before us, Mr. 
Schindler. 

Mr. Scutnpier. You are welcome. 

Mr. Curtis. Is Mr. Bottom here? 

Mr. Borrom. Yes. 

Mr. Cortts. If you will come on up here, we would appreciate hear- 
ing from you. 


STATEMENT OF T. J. BOTTOM, PRESIDENT, ALUMA KRAFT 
MANUFACTURING CO. 


Mr. Curtis. Do you have a prepared statement ¢ 

Mr. Borrom. Yes. 

Mr. Curtis. We will accept your prepared statement and put it in 
the record. I wonder if you could do that, in order to save time, 
because we have a great many witnesses whom we want to hear. We 
will make that statement a part of the record, and then you can pick 
out the salient points in particular, your specific problems, so that 
we can consider them. 

Mr. Borrom. Congressman, I would like to be able to pick out 
various points in my statement, but it seems to me that they are all 
salient, and it is not very long. 

I do have an attachment there, which is not going to be a part of 
the record. 

Mr. Curtis. Well, you go ahead; proceed. State your name and 
business. 

Mr. Borrom. My name is Ted Bottom, and I am in the manufactur- 
ing business, president of Aluma Kraft Manufacturing Co. I am 
located out in the country. 

The plight of small business is receiving a great deal of publicity 
in this emergency. Many agencies have been and are continuing to 
be set up in Government to help small business. All our Nation’s 
leaders are in agreement that small business must be protected in this 
emergency; but, as a matter of fact, so far such help and protection 
to small business remains in the realm of “window dressing,” and 
our problems are becoming increasingly critical, as time is running 
out on us, 

This committee can be very helpful to small business, and I appre- 
ciate the opportunity to present my views. I would like to describe to 
this committee, as brief as possible, the predicament that our small 
business finds itself. To do this, I would like to acquaint you some- 
what with our history. 

The Aluma Kraft Manufacturing Co. was organized just 5 years 
ago to enter into the manufacturing and distribution of aluminum 
awnings. The St. Louis Curtiss-Wright airplane factory, which em- 
ployed over 20,000 people, had closed down, and many workers were 
forced to seek employment elsewhere. A small group of these workers 
with this aircraft background formed the nucleus of the Aluma 
Kraft Manufacturing Co. It’was a natural. We had the know-how 
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of aluminum fabrication and abundant energy to start this business. 
We worked diligently and we prospered. 

In late 1949 we began to expand to a national market. We bought 
a new plant, new equipment. New distributors were being set up all 
over the Middle West. Many new businesses were being formed as 
our distributors. Even some of our own employees went into their 
own business as distributors for our aluminum awnings. All of this, 
of course, took hard work; more money was needed. Our local banks 
granted loans. Here was free enterprise in full bloom. 

Then came Korea and controls. Gur company and our entire alu- 
minum-awning industry was now in trouble. We started to work to 
try to save our business. As we saw it, we knew that some immediate 
relief would have to be granted to keep our business going until we 
could convert our entire plant to defense production. So, we em- 
barked on a dual program to try to get our Government to keep us 
in business until it could use our facilities in defense work. 

In our endeavors to secure such material we made appeals. We cited 
figures. We went to the National Production Authority in Washing- 
ton. We talked to Mr. Bell, Director of Light Metals; Mr. William 
Harrison, and many others in NPA, and it was discouraging, to say 
the least. We were told that the Government was considering a ban 
on the manufacture of aluminum awnings. We pointed out that such 
a ban would wipe out an entire postwar industry. We felt that, if 
the Government was wiping out an entire industry, a “full dress” 
hearing would be held first. But this industry was composed of many 
small businesses—not big business. Pots and pans made out of alu- 
minum was big business. They could continue. In spite of our 
frantic appeals, the “death sentence” on our small business was issued 
February 1, 1951, to be effective March 31 of the same year. 

So now we were going out of business by directive. Surely, if our 
Government was taking the authority to put us out of business, it 
would accept the responsibility to utilize our facilities. Now, all the 
while that we were trying to keep our civilian production, we were 
hard at work trying to secure military contracts. 

We reasoned that, since most of our aluminum was going into 
aircraft production and with our aircraft background, we could and 
should go back into aircraft work. 

We offered our services. We went through the channels—cut our 
way through reams of literature, all prepared and waiting for us. 
We read booklets on How To Sell to the Army, the Air Force, the 
Navy. I am attaching a seven-page report of contacts made. 

We made a brochure in which we outlined our plant facilities. We 
included personnel qualifications. We had our plant surveyed by 
the Air Force. They were pleased with what they saw. In fact, they 
would recommend that our plant be set aside as an Air Force facility 
when things got real bad. They suggested that we go to Wright 
Field, which we did. We followed prime contracts anil wrote letters 
to the various aircraft companies soliciting subcontract work. We 
wrote and contacted Beach Aircraft, Cessna Aircraft, Boeing Air- 
craft, North American Aircraft, Republic Aviation, Lockheed, Glenn 
L. Martin, Northrup, and others. The story was the same every- 
where—“not ready yet.” 

But that didn’t stop us. We were just getting started. After all, 
we had a business to save. Somehow, somewhere, someone would 
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certainly need help in defense work. We felt our Government did 
not want to put us out of business, not so soon anyway. So, we 
wrote letters and contacted the Navy Procurement Office, the Corps 
of Engineers, and many others. McDonnell Aircraft had announced 
an award of $140,000,000 airplane contract. Here was a big business 
in our own community that surely could use our facilities. So we 
went to work on them. Same story—‘“not ready; plant not fully 
utilized.” McDonnell Aircraft was a few years ago small business; 
now employs over 7,000 and advertised daily for more employees— 
our me a Some of our employees saw the “handwriting on 
the wall” and have left us to find security. We didn’t have a con- 
tract—a future. : 

McDonnell Aircraft is at the present time soliciting public support 
to force the city to sell the St. Louis-owned plant to them. Among 
others, their plea is based on the argument that they wish to further 
expand their plant and that such expansion could not be made to 
leased property. Not only does this aircraft plant want to fully 
utilize their facilities before subcontracting, but further desires to 
expand their plant to keep all of the work possible within their own 
facilities. They are advertising for aircraft men; we have them. 
They want more space ; we have space. 

Then our local Army Air Force gave us a good lead. The General 
Motors Corp. was revamping their Kansas City assembly automo- 
bile plant to build the Republic F-84 airplanes. We really went to 
work on them. In fact, their subcontract head from Detroit found 
us waiting on their doorstep when he arrived in Kansas City. He, 
too, was impressed with our organization and, after many contacts, 
agreed that we should be allowed to build their tail surfaces. I 
informed them that we would like to start our planning soon, as 
time was running out onus. Then we got the bad news: 

We are very sorry, however, to advise you it has been decided to produce 
all control surfaces, including the complete empennage, in our own plant. 

So the story goes; we had made every conceivable contact known 
to us. Senator Sparkman, chairman of the Senate Select Small Busi- 
ness Committee, tried to be helpful. Many others tried to help. Even 
Charles Wilson made appointments for us in the Munitions Board 
and the NPA Office. 

The NPA advised: “We don’t want to put you out of business, 
but you’d better hurry and get a defense contract.” 

The Small Business section of the Munitions Board in the Pentagon 
advised: “There just isn’t any defense work now; tell NPA to give 
you some more aluminum.” After 3 days between these two agencies, 
and with the help of our awning association, net result: We could get 
a little more relief. We were granted a 30-day extension in our 
civilian production. 

I don’t want to burden this committee with too much detail, but I 
believe the experiences of Aluma Kraft Manufacturing Co. are some- 
what typical of many small business, and I sincerely believe that we’ve 
got to recognize more fully that small business is an important og 
ment of our national economy and can no longer be pushed aside 
whenever an emergency exists. In St. Louis alone, according to St. 
Louis Chamber of Commerce figures, there are over 21,000 small busi- 
nesses compared to 148 employing over 500. The total employment as 
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of January 1951 was, in St. Louis, 756,900 of which 525,600 were 
employed in small business. 

I believe that a state of emergency exists in small business, and we 
got. to get down to earth and do something tangible. 

Here is ae is happening: 

First. NPA has controlled our vital materials with guesswork 
methods. They have admitted this and find it necessary to make 
changes upon changes. : 

Second. Government contracts are going to big business, with re- 
quests to subcontract to small business ignored. Big business wants to 
fill their plants to capacity before subcontracting. 

Third. Government WOrns with big business to convert their plants 
but not so with smal] business. Witness; General Motors, Kaiser- 
Frazer, and others. 

As I see it, until small business is given its proper recognition in 
our economy, we will always be on the losing end. The committee 
can be helpful to see that small business is not ignored. Humbly I 
suggest serious consideration should be given to the establishment of 
a Department of Small Business in our Government. Such a depart- 
ment devoted to small business could have very well averted our small- 
business crisis of today. I believe this committee should see that 
teeth is put into our defense program that will protect small business 
and see that big business actually be forced to adopt a percentage of 
small business as subcontractors. That is a Government responsi- 
bility. You cannot direct small business to go out of business without 
accepting the responsibility of putting them back in business. We do 
it for big business, why not small business ? 

Now, that is my statement. 

Mr. Curtis. Mr. McKinnon. 

Mr. McKrynon. Mr. Bottom, I think you have made a splendid 
statement, and I think you have put your finger on many of the basic 
points that are bothering us all. I certainly appreciate this statement, 
and I will call it to the attention of my colleagues when I get back to 
Washington. 

I would like to ask a few questions to point this thing up. You 
started your business after World War II, and you used a lot of 
ingenuity, hustle, and know-how to get your business going. 

Mr. Borrom. That is right. 

Mr. McKinnon. And you made a success of it. 

Mr. Borrom. We made a success of it; yes, sir. 

Mr. McKinnon. Then war came along and you were cut down 
with the sudden-death order, and you showed the same amount of 
salesmanship and attempted to get business in the same way that 
made you successful during the peace period. 

Mr. Borrom. We have done ev ery conceivable thing and have talked 
to everyone we possibly could. 

Mr. McKinnon. So no one could say that your lack of getting 
business was due to a lackadaisical way of doing business. 

Mr. Borrom. No; it paid off in private business, and we are still 
going to make it pay off in this business. 

Mr. McKinnon. On this big plant expansion, are these big plants 
expanding and using scarce materials for buildings and tools that you 
fellows have the machinery for right there available to do? 
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Mr. Borrom. In our particular plant, after World War LI, we pur- 


chased most of our equipment from Republic Aviation Co., in which t 
we started our business. We have over 50 man-years in our own b 
small business of aircraft experience. b 


We ourselves have built every item in airplanes at one time when ¢ 


we were in the last war. a 
Mr. McKinnon. And you have got the labor there, or have had 
the labor there to do the job? e 
Mr. Borrom. We had the labor, and we still have enough to con- . 
tinue and build a nucleus, but it is fast disappearing. S 
Mr. McKinnon. So far as savings and money goes by the Govern- 
ment putting money in the big plants, I imagine you dispute the fact = 
that the inefficiencies of big business can be more than offset by the u 
efficiency of smaller operations ? 
Mr. Borrom. I told the prime contractors that I would take any t] 
contract for tail surfaces and build it for them at 20 percent less than ‘l 


they are building it for. 
Mr. McKinnon. What did they say to that ? t 


Mr. Borrom. They have got to fill up their own plants first. They a 
are not ready yet. We would like to save you, if we could, if the 
emergency gets worse, that is what they tell us. = 

Mr. Mchinnon. By the time the emergency gets worse you are bs 
dead ? 

Mr. Borrom. Yes; we are dead, because in the aircraft business it bes 
takes months to plan out the thing. You just don’t do it overnight. pt 

Mr. McKinnon. We have lost all of that productive facility, then. * 

Mr. Borrom. We have. bs 

Mr. McKinnon. That is not good for the war effort, is it? rm 

Mr. Borrom. That has been our strongest appeal. We don’t make rs 
any claim for the necessity of aluminum awnings. We only want to ' 
be allowed to continue in business, to keep our organization together, y' 
so that we can convert to the business that is using the aluminum, to 
the business that we are capable of doing. - 

Mr. McKinnon. How much aluminum would it be necessary for h 
you to have in order to keep you alive in the civilian economy ? ¢ 

Mr. Borrom. We have made application for 60,000 pounds a month. di 

Mr. McKinnon. How does that compare to your 1946-49 aver- te 
age ¢ 

Mr. Borrom. It is slightly larger than that. Since then we have o 


expanded our plant in keeping with our usual expansion methods. 
We have moved into a new plant. That was before the war, or be- 
fore Korea came in, and we found ourselves with a plant that was 
larger than necessary for the conditions we have today. k 

Therefore, we offered that same plant to aircraft companies, so , 


that we could build the surfaces for them. We have agreed to con- = 
vert our entire plant. We will move out all of the aluminum-awning re 
materials at any point they ask us to, F 

Mr. McKinnon. Now, I have two or three questions right along re 
this line on the allocation of materials. th 

We are all in agreement, aren’t we, that if aluminum is scarce, and th 
we need it to manufacture weapons of war, we should take that equip- fa 


ment out first of all and set it aside. 
Mr. Borrom. That is right. 
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Mr. McKinnon. But on the amount that is left, and the distribu- 
tion of that amount, when we start putting a percentage cut to every- 
body, let’s say a 50-percent cut to everybody, that does not hit the big 
business like it does the small. The big business can take a 50-percent 
cut and still stay in business, but small business is, in effect, put out 
of business by this almost amounting to a 100-percent cut. 

Mr. Borrom. That is true, but we have figures, and I think they 
are about to agree with us that all of these aluminum figures—appar- 
ently they did not know how much aluminum they had, and now they 
are trying to wake up and realize it. 

You must realize that NPA changes their orders on the average of 
once every 3 weeks, not because conditions have changed but because 
they are finding out what the conditions were. 

Mr. McKinnon. You mean that your figures have been better than 
the NPA figures ? 

Mr. Borrom. We used the Department of Commerce figures, and 
they could get these same figures themselves, and these figures proved 
that they did not need it on ‘the basis the throught. I have some sta- 
tistics on that, if you would like to have + Rong 

Mr. McKinnon. We would like to have those statistics very much, 
and if you will submit them for the record, give them to Mr, Curtis, 
we will make use of them back in Washington. 

The thing that disturbs us a lot on these committees is the fact that 
we see in Washington today some of the top people administering 
our NPA program who come from big business going before the com- 
mittee to get tax-amortization programs that allow them a complete 
write-off in 5 years for plant expansion up to $100 million, sometimes 
to duplicate facilities that small business already has. We are greatly 
alarmed at that, the same as you are, and we are trying to put an end 
to it. We Small Business Committee members have the same trouble 
you small business operators have. 

Mr. Borrom. Here is the point, we have gone through every contact 
that you probably know, and if you will “read that résumé that. we 
have, I don’t think this committee or anyone else can sencl us to any- 
one that we have not been to. You are not going to correct this con- 
dition until the policy is changed. 

You say that we must subcontract small business, but you don’t have 
teeth in it. You award a contract to a prime contractor, but you 
don’t tell that prime contractor that 15 percent of this must go to sub- 
contracting. You don’t recommend that it does. 

Mr. McKinnon, It will take a national law. 

Mr. Borrom. It will take actual law, and through a survey. Let’s 
take McDonnell Aircraft, for example. They want that plan, you 
know why, you just hit on it. They want the plant, they want to 
expand so that they can amortize it over this quick period and they 
are not going to subcontract. 

Here we have the plant, we have the know-how, we have the people 
right in their back door, within 20 minutes from their plant, and still 
they won’t subcontract until they fill their plant to capacity. But 
that even won’t be enough, because here they are going to enlarge it, 
so that if they get more work they will put that into their other 
facilities. 

Mr. McKinnon, And they will further complicate the scarce mate- 
rial situation by so doing. 
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Mr. Borrom. Yes; if it can be further complicated. 

Mr. McKrywnon. Thank you. 

Mr. Curtis. Thank you very much, Mr. Bottom. I was sorry I had 
to leave the room temporarily, but, as you know, I am somewhat 
familiar with your problem because you have presented it to the 
Small Business Committee informally, and we are very anxious to get 
this on the record because I feel that your problems are illustrative 
of the problems that exist throughout the country. 

I hope that we can do something about it. All we can do right now 
is to give you 15 minutes of sympathy and assure you that we won’t 
forget about it. 

Mr. Borrom. Thank you, Mr. Curtis. 

(Additional documents submitted by Mr. Bottom follow :) 


CoNTACTS MADE REGARDING SpBCONTRACT AND PRIME CONTRACT 


August 5, 1950.—Letter to J. S. McDonnell, president, McDonnell Aircraft Corp., 
Lambert Field, Robertson, Mo. 

1. “Request we be considered as subcontractors.” 

2. Gave brief description of personnel and plant facilities. 

3. Emphasized large amount of aircraft experience. 

August 8, 1950.—Received letter from Wm. A. Roth, factory manager of 
McDonnell Aircraft, in answer to letter of August 5, 1950: 

1. Stated Mr. Jim Lyle would be out to survey our plant. 

2. “Not ready to subcontract.” 

September 6, 1950.—Plant surveyed by Mr. T. P. McCarten, of Mr. Lyle’s office 
from McDonnell Aircraft Corp. 

September 7, 1950.—Letter to Mr. Lyle of McDonnell Aircraft Corp. : 

1. Included list of equipment. 

December 5, 1950.—Letter to commanding General, Air Matériel Command, 
Wright-Patterson Air Force Base, Dayton, Ohio: 

1. Request to become a registered bidder. 

December 15, 1950.—Letter to Boeing Airplane Co., Wichita, Kans. 

1. Requesting subcontract work. 

December 15, 1950.—Letter to Commanding General, Air Matériel Command, 
Wright-Patterson Air Force Base, Dayton, Ohio. Attention: Service Section, 
Procurement Division. : 

1. Include copy of our brochure for their record. 

December 20, 1950.—Answer to our letter of December 15, 1950, from Mr. ©. P. 
Weisner, outside production manager, Boeing Aircraft: 

1. “Subcontract work not ready at this time.” 

2. Our office was placed on file for future reference. 

January 5, 1951—Interview with Mr. C. E. Knox, subcontract department, 
McDonnell Aircraft Corp., St. Louis, Mo.: 

1. Very interested in our personnel and plant facilities shown in our brochure, 

2. Noted our large amount of aircraft experience. 

3. “Not ready to subcontract.” 

January 10, 1951.—Personal interview with Major Gault, Air Force field rep- 
resentative, Emerson Electric Co., St. Louis, Mo., who— 

1. Explained workings of Air Force procurement. 

2. Pleased with brochure and personnel aircraft experience. 

3. Suggested following contacts be made: (a) Mr. E. EB. Rollert, GMC., Kansas 
City, Kans., on F-84; (6) Major Brown at Beech Aircraft; (c) all aircraft com- 
panies for subcontract. 

4. Stated he would have our plant surveyed by Mr. Homer Day, Air Force 
representative. 

January 10, 1951.—Received answer to letter of December 5, with catalog 
information, from Lewis Jones, lieutenant colonel, USAF, chief service section, 
procurement division, AMC, Wright-Patterson Air Force Base, Dayton, Ohio. 

January 12, 1951.—Letter to Chicago Air Force, procurement field office, AMC, 
1660 East Hyde Park Boulevard, Chicago 15, Tl. 

1. Requested we furnish list of items we could make. 

wears 15, 1951.—Mr. Homer Day, Air Force representative, surveyed our 
plant. 











7 al 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 1915 


January 15, 1951.—Received another answer to letter December 5, 1950, from 
Lt. C. F. Keeling, Dayton, Ohio: 

1. “Requested further information.” 

January 16, 1951.—Answer to our letter January 12, 1951, Charles G. Esau, 
Lieutenant Colonel USAF, Chief: 

1. Received “Item listings” 03, 04, and 29. 

January 18, 1951.—Letter to Major Brown, AAF representative, Beech Air- 
craft Co., Wichita, Kans. : 

1. This was to follow up Major Gault’s suggestion. 

2. Brochure included showing aircraft experience. 

January 18, 1951.—At Major Gault’s suggestion letter to Mr. ©. E. Rollert, 
Plant Engineer G. M. C., 100 Kindelberger Road, Kansas City 15, Kans.: 

1. Brochure included. 

2. Advised plant had been surveyed. 

3. Requested subcontract work. 

January 20, 1951.—Letter to Officer in Charge, Navy Procurement Office, 
Department of Navy, Washington, D. C.: 

1. Requested information regarding procurement procedures. 

January 20, 1951—Letter to St. Louis Procurement Office, Corps of Engineers, 
1132 Boatmans Bank Building, St. Louis, Mo.: 

1. Requested to be established as prime or subcontractor. 

January 21, 22, 23, 1951.—Trip to Wright Field, Dayton, Ohio; contacts made: 

1. Mrs. Penny McGuire, contracts relations. 

2. Miss Ada Gayer, procurement sources branch. 

3. Mr. L. A. Wood, industrial products planning. 

. Major Jasperson, industrial planning resources. 

Mrs. P. H. Moorehead, buyer for class 04. 

Mr. Ward, buyer for class 29. 

Mr. Lawson, production planning. 

. Mr. Saunders, Unit Chief, equipment laboratory. 
9. Mr. Egbert, spare parts. 

10. Mr. Koons, engine containers. 

Note.—General consensus that until full mobilization hits that the routine 
of procurement through bidders is not in effect. Most items are negotiated. 

January 26, 1951.—Received letter from Mr. Sweeney, subcontracting head, 
in answer to our letter of January 18, 1951, to GMC: 

1. Asked that we keep in touch with him. 

2. Especially noted the large amount of aircraft experience we had. 

3. “Not ready to subcontract on F-—84.” 

January 26, 1951.—Interview with Mr. L. W. Lough, NPA Office of Small Busi- 
ness, St. Louis, Mo.: 

1. Suggested we recontact McDonnell on subcontract helicopter and wing 
tanks. 

2. Suggested we contact Mr. Harold Nutt of Ordnance. 

January 26, 1951.—Answered letter from Lieutenant Colonel Keeling of Janu- 
ary 15, 1951: 

1. Gave listing of items we could fabricate. 

January 26, 1951.—Letter to Lewis W. Jones, Lieutenant Colonel, USAF, Chief, 
Service Section, Procurement Division, Air Matériel Command, Wright-Patter- 
son Air Force Base, Dayton, Ohio: 

1. Returned catalog, Aircraft and Engine Accessories Class 08. 

January 29, 1951.—Interview with Mr. Ray Stroble, subcontract department, 
McDonnell Aircraft : 

1. Followed lead from NPA Office that McDonnell was ready to subcontract 
wing tanks and helicopter parts. 

2. Mr. Stroble stated they were not even going to make the helicopter and 
wing tanks; would not be subcontracted for months. 

3. Mr. Stroble was very much interested in our organization and felt we were 
fully qualified as a subcontractor. 

4. Subcontract work would not be let for some time. 

January 30, 1951.—Letter and brochure to all aircraft companies at suggestion 
of Major Gault: 

1. Beech Aircraft. 

2. Cessna Aircraft. 

3. Boeing Aircraft. 
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4. North American. 

5. Republic. 

6. Lockheed. 

7. Glenn L. Martin. 

8. Northrop. 

January 30, 1951.—Letter to Mr. C. P. Weisner requesting appointment, Boeing 
Aircraft, Wichita, Kans. 

January 30, 1951.—Received answer to our letter of January 20, 1951, to 
Navy Department, N. W. Abrahams, Captain, USN, Head Coordinated Procure- 
ment, Washington, D. C.: 

1. Stated our letter was forwarded to various contracting offices. 

January 30, 1951.—Received answer to letter of January 20, 1951, to Corps 
of Engineers, Mr. Baker, Acting Head, Service Section, St. Louis, Md. : 

1. Requested we forward brochure of personnel, plant facilities, etc. 

February 2, 1951.—Received letter from Mr. C. P. Weisner, Boeing Aircraft, 
in answer to our letter of January 30, 1951: 

1. Felt that our visit would be wasted. 

2. No indication yet of any subcontracts being made available. 

February 5, 1951.—Answered Mr. Sweeney's letter from GMC of January 26, 
1951: 

1. At Major Gault’s suggestion asked for appointment to see him on trip to 
Kansas City. 

February 5, 1951.—Answered Capt. N. W. Abrahams letter of January 30, 
1951 : 

1. Enclosed brochure. 

2. Informed him of contacts made with McDonnell Aircraft Corp. 

February 5, 1951.—Answered letter of January 30, 1951, from R. F. Baker 
of the Corps of Engineers, St. Louis, Mo. : 

1. Forwarded brochure. 

2. Volunteered additional information. 

February 7, 1951.—Letter from Mr. Sweeney, GMC: 

1. Stated he would be glad to discuss our qualifications as subcontractor some- 
time after February 7 at the Kansas City, Kans., plant. 

February 7, 1951—Received letter from W. V. Victor, contracting officer, USN, 
Washington, D. C.: 

1. Requested we fill out questionnaire. 

February 7, 1951.—Letter to Mr. E. E. Rollert, plant engineer of GMC, Kansas 
City, Kans. 

February 7, 1951.—Interview with Mr. Harold Nutt, St. Louis Ordnance Divi- 
sion, Outside Planning Department : 

1. Interested in brochure of personnel and plant facilities. 

2. Stated are about 10 major ordnance contracts let in area of 6 States. 

3. Little chance of contracts as there are not sufficient ones to take care of old 
suppliers. 

February 9, 1951.—Had interview with Mr. Robert L. Wingert, assistant to 
Mr. Baker, of the Corps of Engineers, St. Louis, Mo. : 

1. Merely an industrial mobilization planning office—not current proceurement. 

2. Very glad to have our record for the future. 

3. Not in full mobilization as yet. 

4. Suggested contact Mr. Harold Short, Department of Navy, Old Customs 
Building, St. Louis, Mo. 

5. Suggested visiting district engineer, Corps of Engineers, Kansas City, Mo. 
They set up building specifications. 

February 9, 1951.—Interview with Mr. Harold Short, Department of Navy, St. 
Louis, Mo., Industrial Mobilization Planning Department : 

1. Suggested note to Navy Department, Washington, D. C., this was done 
January 20, 1951. 

2. Stated that was best procedure for current procurement. 

February 9, 1951—Received letter from Mr. P. T. Rossi, supervisor, subcon- 
tract, Glenn L. Martin, answer to our letter of January 30, 1951: 

1. Thanks us for our brochure, etc. 

2. Appreciate our interest. ‘ 

3. Our facilities are on file. 

4. No subcontract at present. 

February 13, 1951.—Answered Lt. W. V. Victor’s letter of February 7, 1951: 

1. Returned questionnaire. 
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February 14, 1951.—Letter to district engineers, Kansas City Division, Corps of 
Engineers, 601 Davidson Building, Kansas City, Mo. : 

1. Request for appointment. 

® Contact suggested by Mr. Wingert of the St. Louis Corps of Engineers. 

February 20, 1951.—Received letter from J. A. White, purchasing operations, 
Lockheed Aircraft Corp., in answer to our letter of January 30, 1951: 

1. Appreciated our interest. 

2. Put our information on file. 

3. No subcontract available. 

February 21, 1951.—Visited district engineers at Kansas City, Mo. : 

1. No procurement of any kind relative to our facilities. 

2. This contact was to follow up letter written previously on February 14, 1951. 

February 22, 1951.—Interview with Mr. Sweeney, subcontract department 
head, GMC, Kansas City, Kans. : 

1. Reviewed brochure. 
Very pleased with our qualifications as a subcontractor. 
Unable to do anything for us now. 

4. Program just getting started. 

February 27, 1951.—Personal interview with Major Gault and Mr. Homer Day, 
Air Force representatives, Emerson Electric Co., St. Louis, Mo. : 

1. Discussed our visit to GMC at Kansas City, Kans. 

2. Mr. Day stated they were very anxious to have us as an Air Force facility. 

3. He stated our Form No. 403 has been forwarded to Munitions Board for 
approval of our plant as an Air Force facility. 

4. Stated we would receive letter to this effect. 

5. Suggested we follow up GMC’s program on F-84. 

February 28, 1951.—Received letter from R. A. Berends, purchasing department 
facilities survey, Northrop Aircraft, Inc. : 

1. Appreciate our interest. 

2. No subcontract at this time. 

3. If conditions change they will contact us. 

February 28, 1951.—Received letter from Lieutenant Colonel Sowel, USAF, 
Chief, St. Louis office area : 

1. Stated our Form No. 404 had been forwarded to Munitions Board for ap 
proval as an Air Force facility January 17, 1951. 

March 1, 1951.—Letter to Mr. C. W. Sweeney, GMC, Kansas City, Kans. 

Varch 2, 1951.—Letter to Lewis W. Jones, Lieutent Colonel, USAF, Procure- 
ment Division: 

1. Requested additional “item listings.” 

Wareh 7, 1951.—Made visit to Washington, D. C. 

Varch 7, 1951.—Interview with Mr. L. C. Etheredge and Lt. Col. Bernice 
Phillips of Munitions Board, Pentagon Building, Washington, D. C! 

1. Discussed military procurement situation. 

2. Stated present procurement is comparatively small to what it would be for 
all-out mobilization. 

Varch 7, 1951.—Conference with Mr. Nigel Bell, Light Metal Division, NPA 
Office, Washington, D. C. 

1. Regard to M-—7 restricted use of aluminum. 

Varch 8, 1951.—Industry meeting with Mr. Nigel Bell, Light Metals Division, 
NPA Office, Washington, D. C. 

1. Regarding M-7 restricted use of aluminum. 

Varch 23, 1951.—Trip to Kansas City to visit Mr. Sweeney, subcontract head. 
He advised : 

1. That he will soon be moving to another department and will be replaced by 
Cc. C. Brandon. 

2. He expressed great deal of interest in our facilities and assured us of this 
interest to see that we get the tail surfaces on the F-84. 

March 22, 1951.—Wrote to Mr. Charles Pritchard soliciting help in our 
situation : 

1. No answer as of April 16, 1951. 

April 3, 1951.—-Wrote Mr. Charles Wilson again soliciting help. 

April 25, 26, 27, 28, 29, 1951.—Trip to Washington to again solicit help from 
NPA and other agencies so that we could continue our operations. 
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Tue SuprLy AND DeMAND OvTLOOK FoR ALUMINUM, AS SUBMITTED BY THE 
NATIONAL METAL AWNING ASSOCIATION TO THE NPA 


The quantity of aluminum required by defense and defense-supporting pro- 
grams for use in 1951 will likely fall substantially below the quantity made avail- 
able for these programs under NPA Order M-7, as amended April 20, 1951. A 
larger quantity of aluminum can be made available for civilian nonrated pro- 
duction without endangering the national denfense program. This opinion is 
justified as follows: 

First, on the basis of the best available information and statistical data secured 
largely from officia] governmental sources, it is conservatively estimated that the 
1951 supply of aluminum will total at least 1,300,000 tons, and that the 1952 sup- 
ply will exceed 1,600,000 tons. This estimate covers domestic primary produc- 
tion, secondary recovery, and imports. 

A careful analysis of current NPA orders indicates that 600,000 to 700,000 
short tons of aluminum will be supplied or reserved for defense and defense- 
related programs this year. 

Thus, the amount remaining for nonrated civilian use in 1951 is in the magni- 
tude of 600,000 to 700,000 tons. 

There is grave doubt that defense and defense-supporting programs, including 
the stockpile program, will in fact be able to use 600,000 to 700,000 tons of alu- 
minum this year. Even assuming an addition to stockpile of 150,000 tons this 
year, and that special defense-related programs are able to use an additional 
150,000 tons, there would remain for the use of the military services 300,000 to 
400,000 tons. It is in this area where the projected “requirements” appear to 
be substantidlly excessive relative to the prospective consumption of aluminum 
in 1951. 

This conclusion is based, in part, on United States experience during World 
War II. While comparisons between the current situation and that prevailing 
in those years are not precise, they serve the purpose of giving a perspective and 
focusing attention on possible miscalculations. 

At the height of World War II, in 19483, when we were producing 86,000 planes, 
the quantity of aluminum consumed or allotted for military end products 
amounted to 735,000. Total expenditures for war purposes in 1943 by the War 
and Navy Departments and other United States governmental agencies were 
over $85 billion. In 1944, when we produced 96,000 planes, léss than 700,000 tons 
of aluminum went into military end products. In that year total war expendi- 
tures were in excess of $90 billion. At present prices war expenditures in 1943 
and 1944 would have come to around $125 billion per year. 

In contrast, national defense expenditures during the first quarter ef 1951 
were at an annual rate of about $25 billion. According to Defense Mobilizer 
Charles BE. Wilson, defense outlays will be running at an annual rate of between 
$42 and $45 billion by the end of this year. On the basis of existing military 
appropriations, the current rate of contract placement and Mr. Wilson’s predic- 
tion—and the fact that it takes many more dollars today to obtain as much alu- 
minum as in 1943-44—is it reasonable to assume that the defense services will 
actually be able to use 300,000 to 400,000 tons of aluminum this year? 

Aircraft may be much heavier than in World War II and pipelines must be 
filled, and next year’s aircraft production program will have some impact this 
year but an allocation of from 300,000 to 400,000 tons of aluminum in 1951 to 
direct defense activities will likely result in plain inventory accumulation. 

It does not make sense to assume that all this aluminum wil) be used in 1951 
in direct defense programs. Nor does it appear to make sense, in the interest 
of the Nation’s economy, even with ascendant military requirements, to stock- 
pile 150,000 tons this year for use next year when the supply of aluminum is 
expected to be at least 300,000 tons larger, at the cost of putting thousands of 
persons out of work and many small enterprises out of business. These firms 
are potential defense plants which the National Production Authority has indi- 
cated it would be highly desirable to keep in operation. 

Second, on the assumption that 500,000 tons of aluminum were used in non- 
defense production during the first half of 1950, as explained in the note below, 
the usage permitted nonrated civilian users during the corresponding periqd of 
1951 would total 321,000 tons. This is calculated as follows: 
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' 
| Tonnage 
| | calcuated on 
Permitted | assumption 
Month | usage apy at agen 
4 during Jan- 
| uary June 
} 1950! 
Percent | 
January -...-..-..- iidibeditundbend eran - pndbend bbdGbbbbinnsiabuaibatobntens | 80 | 
TT . cutintiepehentesonanenttinsiitinnenceetwod 75 | 
March ibe wales EPEAT 8 EAE ES Ey Sth dabcacaskseel 65 
J : aoe . otowecnnadepeseapeccecuceresoneeosocose! 65 | 
May pain BBR! Tia 0 Re cae ht ag Ct Be 50 | 
June... : ote Lcdhdtimibbladtdnabd teen ene bnddidaka ded, widdini titans 50 | 
Total péecesnbbdodtidabdanudbhtbduinehatinudbadidineds tépaseuion | 321, 000 


‘ The total aluminum supply in 1950 has been estimated at 1,200,000 short tons. It may be assumed that 
defense, exports, and uses now classified as special programs accounted for 150,000 to 200,000 in 1950, leaving 
1,000,000 to 1,050,000 tons for civilian use. At the very most, 500,000 tons were used for civilian purposes, 
now nonrated, during the first 6 months of the year. 


If a usage of 50 percent of the base period is permitted for the second half 
of 1951, the total tonnage available for nonrated civilian uses in all of 1951 
(calculated on the assumption of 500,000 tons usage during the base period 
January-June 1950) would amount to 571,000 tons.’ If a usage of 65 percent 
were permitted for the latter half of 1951, the total for the year would be 
646,000 tons. A usage of at least 650,000 tons seems justified on the basis of 
realistic demanJ-supply conditions. 

If it can truly be established that the defense services actually will use 300,- 
000 to 400,000 tons of aluminum this year, it would still appear that a usage of 
somewhat more than 50 percent in the second half of 1951 is feasible. In the 
absence of such substantiation, it would appear that a usage of at least 70 
percent would not only endanger our defense program but. would be in the 
interest of a strong economy, stability, and a healthy small business sector. 

Mr. Curtis Mr. S. S. Adams, will you come forward, please. 

While he i: coming up, I want to introduce some of our panel. 
Mr. Walter O' Donnell, who is manager of the Office of Small Business 
in Washington for the Reconstruction Finance Corporation, and Mr. 
Homer D. Day, of SPEC. Mr. Day, I wonder if you would take a 
seat up here on the panel. Mr. Day is with the Ai Force regional 
office for the St. Louis area procurement, and I will now ask Mr. 
Day what does SPEC stand for. 

Mr. Day. That is “industrial specialist.” 

Mr. Curtis. And Lt. Jack Cunningham from St. Louis Ordnance 
District at 4800 Goodfellow Boulevard. 

I am very glad to welcome you to the panel. 

Now, Mr. Adams, would you give us a brief statement. 


STATEMENT OF S. S. ADAMS, PRESIDENT, S. G. ADAMS CO., 
ST. LOUIS, MO, 


Mr. Apams. My name is S. S. Adams, and I am with the S. G. 
Adams Co. 

I have only one subject to talk on. 

Mr. Curtis. And we want to hear it. 








1The calculation is as follows: 321,000 tons during January-June 1951 plus 250,000 
tons during July-December 1951 (i. e., 6x 41, 700). If 65 percent usnige is assumed during 
the second half of 1951, the total in that half would be : 325,000 tons (i. e., 6 54,200), 
plus 321,000 tons in the first half of this year. 
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Mr. Apams. It is easy to understand, and it is just the distribution 
of steel, sheet steel. 

Now in order to keep from drifting away from my subject, I have 
written it out. 

Mr. Curtis. Proceed, and thank you very much. 

Mr. Apams. Gentlemen: This is not a complaint against any com- 
pany or against any methods of the Government but it is a statement 
of conditions existing in a number of States in the Mississippi Valley, 
west of the Missisippi. When you read this about our company, you 
are also getting the same conditions that apply to many hundreds of 
metal-working factories technically classed as small business. Such 
businesses are the backbone of the American system and the American 
economy. I will endeavor to bring out five points: 

1. In line with the declared policy of the Government, it is neces- 
sary for all factories to do a reasonable percentage of defense work 
and a major percentage of civilian essential work in order to keep 
up the economy of the country and that the Government can collect 
the necessary taxes to carry us over the emergency. 

Our backlog of orders consists of about 25 percent Government de- 
fense work and 75 percent essential durable-goods production, which 
is well in line with the declared Government policy. 

2. The object of this appearance before your committee is to give 
you further information about the shortage of steel and critical hard- 
ships of ourselves and hundreds of other companies in territory 
mentioned. 

In the past year, five mills discontinued selling sheet steel in the 
St. Louis market. Out of this five, three companies supplied us with 
steel sheets for some years past. In order to get steel sheets, an older 
going company must have had historical experience in buying sheet 
steel from individual companies. These mills that pulled out of our 
market for various reason, the principal one of which is the court 
decision against the basing point on pricing. That is one of the 
many reasons why factories in this area are suffering. 

This is not a complaint against the steel mills that are working 
under pressure and under the so-called voluntary rationing program— 
a program, a steel company official stated to me the other day was any- 
thing but voluntary. The mills are being pressured from all sides. 
In the meantime companies like ours are suffering hardships, doing 
all possible to keep their men working. 

3. The steel mille, especially some of the larger ones are advertis- 
ing about their increased production. The Government states that 
about 20 percent of the steel production is needed for defense work 
and of the 10 or 20 percent increased production in steel and the 20 to 
25 percent needed for defense work. We have been cut in our allow- 
ance of steel by some of the biggest companies in the country 50 to 


75 percent. 

Salen words, the steel mills are advertising a vast increase in 
production. The defense program only requires 20 to 25 percent 
of this production, and companies such as ours are being decreased 
50 to 75 percent in their steel. 

This by companies who have not pulled out of the St. Louis market 
and with whom we have a historical record of the use of steel. There 
is one exception among the steel mills which has not cut our allow- 
ance of steel. We believe the mills are doing the best that they can 
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under the circumstances. This is merely a statement of facts, the 
result of which may be the elimination of many so-called small busi- 
nesses from the American economy which would be harmful. 

4. At the same time, with the large cut in the allowance of steel, 
many large corporations such as automotive, refrigerator, electrical 
appliances, and easehold appliances have in the past several years in- 
creased their production of items requiring sheet steel all the way from 
25, 50, 100, 200, 200, and 400 percent. Where and how have they 
gotten the steel. 

5. There is a so-called gray market in steel. We can get all the 
steel we want. We are offered it every day at from 15 to 20 cents per 
pound, which means a premium of from $20,000 to $30,000 for every 
hundred tons of steel. This so-called gray market is legal but not 
moral. The excuses and reasons for this that are given are too nu- 
merous to mention. Even though a company such as ours were dis- 

1 to buy this gray-market steel, the Government price ceiling 
or our products would not permit its use. 

This is merely a statement of conditions as they exist in our terri- 
tory at the present time. If this continues, many businesses will be 
forced to the wall. Something must be done or it will eventually do 
a greater harm to the country. After your committee has pieced the 
various reports together, you may find a solution. 

Mr. Curtis. Thank you very much, Mr. Adams, for a very healthy 
statement on a specific problem. I can assure you that the committee 
is well aware of that problem, and Mr. Leo McCormick from OPS 
had to step out of the room. He, incidentally, is calling Washington 
on a stile of problems that came up this morning. He previously 
made a statement that they are about ready to move in on this gray 
market. 

All I can say from the committee’s standpoint is this: That it is 
largely the result of this committee’s hearings and preliminary find- 
ings that we have been moving in on that. I know that Mr. McCor- 
mick will be especially pleased if you would give him what information 
you have on the gray market in this area, because it will help him in 
going ahead on his own there. 

Now, at this time I would like to have Mr. Dalmas, who is our 
executive director, and Mr. Dalmas has been working on the steel 
problem because it is acute, and it is acute all over the country, and I 
would like to have him give you a little résumé of some of the things 
we found out. 

Mr. Damas. When you speak of steel sheets I suppose you mean 
20 gage and up? 

Mr. Apams. 14 to 26 gage. 

Mr. Datmas. And hot and cold rolled, and so on. 

Well, some of the facts about the sheet situation in steel are these: 

In 1949 the steel industry produced around 19 million tons of hot 
and cold rolled sheets. The potential demand at that time was around 
25 million tons. The automobile industry in 1950 out of approxi- 
mately 20 million tons of sheet metal took approximately 10,725,000 
tons of those sheets. The consumer’s durable goods industry took 
about 4 million tons of those sheets. So the supply was already very 
acute when we came into the Korean situation. 

Among the first things that were done by NPA was to further cut 
back the potential supply of sheets. That was necessary due to the 
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fact that they had to have more plates for the freight-car sh plan 
and shortly after that followed what is known as the ore-vessel pro- 
gram, and now in the making is an oil-industry program for the pro- 
duction, for the building of new plants, pipelines, and so on. 

Now, in that 2-year period the increase in production of sheets has 
been practically nothing. There are a aan of new mills being 
constructed which by the end of 1952 will produce a great many more 
sheets than are now being produced, but that is some time off, and it 
does not help you right now. 

That is the situation, and so far as sheets are concerned, unless 
there is a drastic cut somewhere the supply of sheets for civilian goods 
and for machinery and equipment a other things that you make 
is going to be more and more curtailed. 

As I pointed out here, the automobile industry uses around 10 mil- 
lion tons of sheets. 

Mr. Apams. What do you think of the idea of reverting back several 
years and keeping the automobile industry and these large manu- 
facturers to the same percentage of use as compared to the whole, and 
take these smaller businesses and give them the same percentage. 
You say that the automotive industry is using 10,700,000 out of 20 
million. 

Mr. Daimas. The Small Business Committee, through its bill H. R. 
1600, contemplates that a certain percentage of the production in 
these various steel items, whether it is sheets or shapes or plates, or 
whatever you have, in steel and aluminum, in copper and other metals 
which small businesses use to a large extent, that a certain percen 
will be set aside for hardship cases out of what is left from that 
which actually goes into the necessary defense program and the sup- 
porting program. 

Of course, this freight-car and ore-vessel and oil-industry program, 
all these three programs are supporting programs, and there are many 
others. 

Incidentally, we are increasing steel production around 17 million 
tons by the end of 1952, but we must remember when we do that that 
it takes about 300,000 tons of steel to produce a million tons of annual 
capacity, so again in getting that extra 17 million tons we are using 
a lot more steel. 

Thank you, Mr. Chairman. 

Mr. Apams. I am just presenting this to you with the idea of piecing 
these things together oan trying to give these smaller manufacturers 
a fair break compared with some of the other people who seem to be 
using a bigger proportion than they used to, and the smaller manu- 
facturers being forced to take a smaller proportion than they had. 

Mr. Currts. We appreciate that and that is exactly what we are 
here for. We are here to fight your battle on that and we hope that 
we can do that. 

Mr. Kinnon? 

Mr. McKinnon. No questions. 

Mr. Curtis. Thank you very much, Mr. Adams. We appreciate 
that and that will be part of our record. 

I will now call Mr. Robert L. Hughes, president of James & Co. 

Will you come forward and give us your statement, please. 
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STATEMENT OF ROBERT L. HUGHES, PRESIDENT, JAMES & CO. 


Mr. Huenes. Mr. Chairman and members of the panel 

Mr. Curtis. Will you please identify yourself. 

Mr. Huceues. I am Robert L. Hughes, and I am president of various 
small companies, and not actively engaged personally in business, 
you might say. 

I would also like to identify myself further by saying that during 
the Second World War I was district manager here of the War Pro- 
duction Board, and enlarge upon that, for the protection of small 
business, you might say. 

We had in the beginning, when I went in the department, a depart- 
ment for smaller businesses. Then later that was segregated and 
made a department of its own. 

I would like to suggest, as this gentleman so ably stated previously 
from the aluminum industry, I believe he was an awning manu- 
facturer, that we want to suggest also some provision be made for a 
department. 

fecidentally, I am not interested in going back in and accepting the 
position. I am independent and don’t need it. But I do think, for 
the protection of small business, that that department should be es- 
tablished. 

I think we did a very distinct service during the Second World War 
for small business here. We received teletypes from the Army and 
Navy and Maritime Commission and different ones that there was 
need for certain products. We disseminated that information among 
the small business people who had registered with the agency, and 
we did a great deal of good, in my opinion, toward seeing to it that 
they received orders. 

Mr. Curtis. We think so, too, and as a matter of fact, there is legis- 
lation which this committee is supporting to do exactly that and to 
set up a smaller war plants corporation. We hope to have that in 
the law. 

Incidentally, those of you who think that is one of the solutions, 
if you will write to your Representative—of course, I represent many 
of the people here in the audience, but I feel that we do need the help 
of the people. After all, Congress reflects the views of the people 
throughout the country and that is the proposed legislation right now. 

Mr. Hugues. I want to endorse that program. I know you are 
interested in that. 

I want to further endorse and go on record, because I think that it 
would be a tendency toward keeping the bigger businesses from grow- 
ing bigger, and keeping the smaller ones from getting smaller. 

Mr. Curtis. Thank you very much. 

Mr. Hucnes. I do have other problems, but they are more or less 
general to this statement. 

Mr. Curtis. Thank you very much. Congressman McKinnon, do 
you have any questions ‘ 

Mr. McKinnon. No questions. 

Mr. Curtis. Congressman Riehlman ? 

Mr. Rreniman. No questions. 

Mr. Curtis. Thank you very much for appearing. We appreciate 
your statement. 
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We will now call Mr. Robert M. Berkley of the Berkley Construc- 
tion Co. 
You may just proceed, please. . 


STATEMENT OF ROBERT M. BERKLEY, BERKLEY CONSTRUCTION CO. 


Mr. Berkey. Before starting, there is a matter of explanation. 1 
want to say that I have no specific questions as to my own business, 
but I do have specific requests for our industry. I am representi 
big business performed by small-business men, most of them small- 
business men. What I have to say represents the result of an informal 
discussion with members of our industry and other small-business men 
and it represents their thinking as well as mine. 

My name is-Robert M. Berkley. and I reside at 8 Brentmoor Park, 
Clayton, Mo. I have been engaged in this business for over a quarter 
of a century. 

This business is carried on practically exclusively by small-business 
men and small corporations. For this reason, I appreciate the oppor- 
tunity of appearing before this committee in their behalf and in 
behalf of all other small-business men. 

Inasmuch as my time has been limited I will proceed with my 
recommendations. 

I respectfully recommend that the Congress of the United States 
take steps to make sure that the construction of private housing be 
continued during this defense emergency, that the mistake of the last 
war, stopping residential construction, which resulted in the housing 
shortage scandal that affected the returning veteran more than anyone 
else, be not repeated. 

L approve of a moderate reduction in housing to the 850,000 units 
a year which I believe is the goal of the administration at this time, 
nut I respectfully urge that this quota is not reduced further. I think 
it would result in a repetition of the housing shortage and would prob- 
ably result in widespread unemployment of building labor and would 
mean a definite economic recession. 

The average person does not realize what a tremendous industry 
residential construction is; does not realize its ramifications and 
how it reaches to nearly every segment of our economy. It goes back 
to the mines and forests, to smelters, mills, railroads, trucking, ship- 
ping, lumber yards and mills, coal, oil, and electric power. I say again 
there is hardly a segment of our economy that it does not reach. 

The committee should realize that there is approximately the same 
amount of critical materials such as steel, brass, copper, and other 
metal in a $10,000 house as there is in one automobile and hardly any 
rubber. I don’t mean by that all automobile production should be 
cut to favor housing. The automobile industry is just as important 
to our economy as residential construction. I think there should be 
a realistic apportionment between these two industries and all others 
based on need and economic national health. 

The volume of housing can be regulated by the application of regu- 
lation X. It is my opinion that this regulation is now too strict. I 
know that there have been a great many construction starts so far 
this year but I feel that a great deal of this volume represents construc- 
tion which was ciammithll teleré regulation X took effect. 
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1 respectfully request that Congress keep a constant watch over the 
construction starts this year and ask for relaxation of regulation X 
as soon as any appreciable recession in residential construction is 
evident. Our economy is always in delicate balance and can change 
rapidly. 

I also request that private housing be given an appropriate share 
of materials so that we can continue a work that is so necessary to 
both our economic health and a well-housed Nation. 

I am opposed to public housing generally, just as I am opposed to 
socialized medicine, socialized clothing, or socialized food. 1 am not 
opposed to charity housing to serve the physically and mentally unfit. 
I am not opposed to federally sponsored defense housing where 
actually needed in areas that make it financially unsound, for private 
capital and private industry, to undertake. This should be a defense 
expense just as much as the cost of planes, tanks, and guns, for without 
shelter it will be impossible to man the factovies that will rearm our 
country. 

I say again that I am not opposed to charity housing although 
there are plenty of informed people who think this should be a local 
responsibility—feeling that the income taxes of those on farms and in 
rural communities should not be raised to pay for the mistakes of our 
cities. 

I recommond that any charity housing or public housing, if we have 
it, be postponed until the great need for private housing is satisfied. 
For if such housing is built now, it will result in greater demand for 
labor and materials and the taxpayer will pay for this mistake in three 
ways. 

He will pay for it initially by having his taxes increased to pay for 
public housing. 

If he is a home buyer, he will pay for it again in a higher priced 
house due to the certain increased cost that will result from the 
scramble for materials and labor. 

He will pay for it again in still higher taxes because charity or pub- 
lic housing will cost more due to the same scramble for materials and 
labor and the Government will have to ask for more money to pay the 
inflated housing costs. The home buyer will be put in a position of 
bidding against himself. Think how much could be saved if charity 
or public housing is built in time of depression. Think how this would 
bolster a sick economy, how it would give work to many unemployed 
desperate people. 

I know that Congress is under terrific pressure from all groups to 
correct what each feels is unfair or burdensome taxes but if the Gov- 
ernment is really interested in the small-business man, and I am speak- 
ing for the very small corporation—as much for the manufacturer as 
for the builder, and really wants to see him grow, I feel there should 
be some sliding scale of adjustment made in the excess profit tax for 
small corporations. Those small corporations which do not have a 
capital base or have not been in business long enough to establish a 
respectable income base are faced with an allowable income of $25,000 
before excess profit tax. Thereafter, the small corporation has to pay 
a total tax of 77 percent on any earnings in excess of $25,000 and I 
do not believe that any good business man is going to invest much 
capital for expansion or take the added risk of a larger business volume 
when his corporation will receive only 23 percent of the profit made. 
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If some relief is not granted, the small corporations will stay small 
and the large corporations will stay la as all initiative will be 
killed. This, I feel, represents part of the fight against inflation as the 
greater production of goods should mean lower prices, or, at least, act 
as a brake on gray market or black market operations. 

The small-business men with whom I have talked in the building 
industry and in many other industries, are perfectly willing to pay 
their share of defense expense if it does not kill their incentive and 
discourage growth, both of which have been the deciding factors in the 
remarkable growth of our country. 

The scall-busintie men are definitely unhappy about a situation 
where they are asked to sacrifice so much while the Federal Govern- 
ment has done so little toward eliminating unessential spending. 

I am sure that if the Government adopted the economies recom- 
mended by several outstanding Americans that the business men would 
feel much happier about the sacrifices asked of them. No one that I 
have talked to favors any reduction in necessary defense spending. 
They want to spend every dollar necessary to make and keep this coun- 
try so strong that there will be no chance of any future war. 

In closing, I repeat, don’t make the same mistake we made in 1942, 
keep our industry building homes by giving us adequate credit and a 
fair share of the materials, so we won’t have another housing shortage 
scandal to greet our returning veterans. 

Mr. Curtis. Thank you very much, Mr. Berkley, for a very fine 
statement in behalf of your industry,which certainly is truly a group 
of small businesses. 

These problems are real and the committee has heard some of them 
before, but possibly not as well stated as you have stated it here today. 

I would like to say here, though, that I don’t believe that St. Louis 
or St. Louis County has yet applied to be declared as a defense area. 
It certainly, in my opinion, would be capable of becoming a defense 
area and that exists to a certain extent here locally in the housing 
industry, and incidentally, in other things as well. 

Of course, from the national angle, that will not help a district 
which is not within the defense area. 

Mr. McKinnon, did you have any questions? 

Mr. McKrynon. I don’t have any questions. I rather have a state- 
ment or two. I have been very close to the housing problem, because 
my committee, the Banking and Currency Committee, is very much 
concerned with it. 

The reason for regulation X is that we have only so much building 
material to go around, with the defense effort taking a certain amount 
to put into military housing, barracks, and stuff like that. 

The reason for regulation X is a very good reason, because we want 
to channel the material where the impact is. We don’t want an ex- 

nsive type of housing for the military. That is the reason why we 
ave regulation X, and that is why we want to keep it. 

Mr. Berxuey. I approve of it. I think it is necessary and well done. 
All L ask is that Congress keep a watch. In my opinion it is too strict, 
and you are going to feel the impact in 4 or 5 months. A lot.of de- 
velopers now are just beginning to start houses under regulation X. 

Mr. McKinnon. We are going to feel the impact in a lot of ways 
in the war effort. I don’t know-how you will get away from the feel- 
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ing of the war impact when you have to take searce available material 
and put them toward supporting the war effort. It means that builders 
throughout the country in a nondefense area will be hit, and they will 
be war casualties. I don’t see any way out, do you! 

Mr. Berxiey. No, I don’t think so. We expect to be hit, but I don’t 
want the business killed entirely. 

Mr. McKinnon. I am afraid it is going to be killed entirely in some 
areas, It is regrettable, but I don’t see any way around it. I am 
anxious to get any recipe that you think is necessary to cure it. 

Mr. Berkuey. Well, so far as critical materials are concerned, 
it doesn’t take any more to build a house than it does to build an 
automobile. 

Mr. McKinnon. You don’t use lumber and soil pipe and a lot of 
other things that are bottlenecks on houses. 

Mr. Berkey. I mean weight and volume, so far as critical materials 
are concerned. 

Mr. McKinnon. But there are a lot of critical materials that you do 
not use in automobiles that you do use in houses. 

Mr. Berxiey. Maybe so. 

Mr. Curtis. Mr. Riehlman ? 

Mr. Rreniman. No questions. 

Mr. Curtis. I want to say this, we do feel that this is a problem for 
the Small Business Committee, and we are not going to let up that 
easily. We will certainly see if there isn’t some sort of a solution for 
these areas that are not defense areas. However, I do think it is very 
important for St. Louis to get started in having itself declared as a 
defense area, if it has a legitimate claim, and I think it does have. 

Thank you, Mr. Berkley. 

Now, I am going to call Mr. David E. Castles of Castles-Wilson 
Buick Co., and inasmuch as he is going to present the problems of the 
automobile people, I want to call and have come up at the same time 
the following gentlemen : 

Mr. Roscoe Hambric, from Kansas Motor Car Dealers Association 
in Topeka, Kans., and I believe we have Mr. Dan Coppin, from 
Jefferson City. We also have Mr. Charles Albrecht, from Wood 
River, Il. 

Mr. Castles, will you take a chair, and the rest of you bring up 
chairs, and we will hear from the automobile industry all at one time. 

At this time I would like to introduce Mr. Clyde Miller, district 
manager of the St. Louis District Department of Commerce, NPA. 
Mr. Miller. Now, Mr. Miller, if you will take a seat up on our panel, 
we would appreciate it. 

Go ahead, Mr. Castles. 


STATEMENT OF DAVID E. CASTLES, PRESIDENT, CASTLES-WILSON 
BUICK CO. 


Mr. Casties. My name is David E. Castles. I am the president of 
the Castles-Wilson Buick Co., dealers in Buick automobiles, used cars 
and parts and service. I am past president of the Greater St. Louis 
Automotive Association, and speak for the members of that associa- 
tion, numbering approximately 125 retail automotive dealers. 

At the outset, I would like to thank the gentlemen of the committee 
for the time allotted to me to put before you some of the problems of 
the retail automobile trade. 
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The fact was well established during the war that a great portion 
of the industry of our country, civilian as well as defense, is entirely 
dependent upon highway transportation. It was equally well estab- 
lished that the continued efficient operation of passenger cars and 
trucks is greatly dependent upon the facilities of automobile dealers. 
Thus, it follows that automobiles, trucks, and automobile dealers must 
be given consideration by those cha with the responsibility of 
the country’s defense preparations and the maintenance of the civil 
economy. 

In the light of the foregoing, we ask your full consideration of the 
following: Material allocation for the production of cars and trucks 
and more importantly for the production of repair parts, tires, et 
cetera, necessary for the operation of cars and trucks in use, stock- 
piling of rubber, aluminum, copper, and other critical materials are 
already affecting the operation of existing vehicles. Tire stocks are 
low and some of the more popular sizes are very hard té find. Some 
parts are simply not to be had, such as some sheet metal, aluminum, 
and bright metal parts. Recently, a check of 30 dealer shops in St. 
Louis disclosed that 115 cars were actually tied up in those shops for 
lack of repair parts. Many more cars are on the streets in operation, 
but in need of parts. Conservation regulations are undoubtedly nec- 
essary, but should be imposed in a manner and to an extent that will 
not seriously interrupt essential transportation. 

Taxes paid into the treasuries of the State, city, and Federal Gov- 
ernment derived from the sale and operation of motor vehicles repre- 
sent an important part of the total tax income. Likewise, salaries 
and wages of the employees of the automobile industry aggregate an 
enormous sum and add greatly to the tax income of the Federal Gov- 
ernment, as well as the State’s. Not for 1 minute do we think that 
our industry should have preferential treatement in the matter of 
taxes, but at the same time, we do not believe that our industry should 
be discriminated against in the matter of taxes. It has been suggested 
by some in high authority in our Federal Government that the Federal 
excise tax rate be increased by approximately 200 percent. This we 
declare to be discriminatory since the excise tax rate on automobiles 
and trucks is now very high and produces enormous revenue. The 
proposed 200-percent increase would increase the purchase price by an 
estimated $150 to purchasers of the popular priced new cars. It is 
likely that there would be little, if any, increase in revenue because it 
is certain that any such increase in price would greatly reduce the 
number able to buy. It should be noted in consideration of taxes that 
Federal automotive excise tax payments now amount to nearly one 
and one-half billion per year. According to the National Highway 
Users Conference, the Federal Government, last year collected 
$43,281,000 in automotive excise taxes in the State of Missouri. This, 
of course, in addition to all other taxes on the operation of motor ve- 
hicles. We feel that no increase in the Federal excise tax is justifiable 
at this time. 

You gentlemen of the committee are aware of the credit restric- 
tions that have been imposed by the Federal Reserve Board on the 
purchase of both new and used automobiles. We believe that the 
Board's restrictions are’more drastic than the current situation de- 
mands. The requirements that monthly payments must be completed 
by the purchaser within 15 months has proved to be a real hardship 
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on the vast majority of car purchasers, particularly the purchasers 
of used cars. We believe that the stated purposes of the Federal 
Reserve Board, that is dampening inflation and reducing upward 
price pressures, would be equally well served with more lenient terms 
as to down payment and length of time on automobiles, particularly 
does this apply to used cars. 

A canvass of 70 new-car dealers in the St. Louis area shows an 
alarming increase of stocks of used cars. On every side can be seen 
lots of both new- and used-car dealers filled with good used cars. 
These cars will serve a much better purpose in the service of workers 
in need of transportation than they do sitting idle and deteriorating 
on a sales lot. These cars are already in existence and their sale 
would not mean the use of any critical or needed materials, but their 
movement to users is held up by the road block, which is regulation W. 

In St. Louis, as in every other part of the country, there are great 
numbers of prewar cars in operation that should be on the junk pile 
and replaced in service by a better used car. This is a normal process 
that has been going on over the years, but has been interrupted by the 
credit regulation. 

We predict that, if the Federal Reserve Board’s regulation is not 
relate a great many workers in all lines of industry, both civilian 
and defense, will be absolutely deprived of transportation. 

Recently the Office of Price Stabilization granted to automobile 
manufacturers an increase in prices without granting a corresponding 
increase in margins to automobile dealers. In effect, this requires 
a dealer to collect from purchasers an additional amount of money 
and pass it on to the manufacturer and to collect additional excise 
tax to be passed on to the Federal Government without even a handling 
charge for the dealer for these services. 

It should be recognized that automobile dealers’ costs have increased 
along with that of all other businesses, and the necessity for main- 
taining a normal margin between the cost and selling price applies 
to the automobile dealer as it does to other merchants. We call your 
attention to the fact that many items of expense increase in direct 
proportion to the retail selling price of an automobile. A few of 
these are salesmen’s commissions, insurance, interest, merchants’ 
license fees, and occupational taxes. We are informed that the 
inequities of this price order have been brought to the attention of 
the Administrator and that automobile dealers’ protests are under 
consideration. 

This is brought to your attention in order that you may be familiar 
with it, and because the procedure set up in the price order sets a 
very dangerous precedent that contains a threat to the independence 
and security of our industry. Another reason for bringing this situa- 
tion to your attention is that if it is not remedied we may be forced 
to call upon you for help. 

In summary, it is apparent that if time-payment terms for used- 
car purchasers are not eased and new cars are burdened with increased 
excise taxes, and dealer discounts reduced in the face of diminishing 
volume, the industry will be badly crippled. This is not in the best 
interest of the great masses of American people who have become so 
completely dependent upon individual transportation. We plead 
for your consideration of these matters, not alone for our interest, 
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but. for the employees of our industry and the car and truck users 
who are dependent upon us. 

Again, I thank you for the opportunity to present these views to 
you. 

Mr. Curtis. Thank you very much, Mr. Castles. I want to assure 
you that this committee is aware of your problem, and we appreciate 
your fine’statement, and we are glad to have this as part of the record. 

I want to say at this time, too, that we want to put the other 
statements of the automobile-industry men who are here representing 
the industry in the hearing at this time, and because of a sho 
of time we want to ask your indulgence, and ask you if you will 
permit that to be done. 

Now, one of the gentlemen said that he had a particular phase of 
his particular problem that was a little bit different from that. pre- 
sented by Mr. Castles, and if there is anything especially different we 
we be glad to hear that, but I would appreciate going on to consider 
other facilities at this time. 

Thank you very much. 

Mr. Corrtn. Mr. Chairman, I think mine will only take 5 or 6 
minutes to cover. 

Mr. Curtis. Very well. 


STATEMENT OF DAN COPPIN, PROPRIETOR, DAN COPPIN, INC., 
JEFFERSON CITY, MO. 


Mr. Curtis. You may proceed. 

Mr. Corrtmy. My name is Dan Coppin, proprietor of Dan Coppin, 
TInec., a Lincoln-Mercury dealer located at 1010 West Dunklin Street, 
Jefferson City, Mo., a city of 25,000 people. I have been enfranchised 
by the Lincoln-Mercury division of the Ford Motor Co. as a dealer 
in these two automobiles since resumption of new-car production after 
World War II. For many years prior to that time, | was intimately 
associated with the automobile industry in the field of automobile 
financing and accounting. 

As an automobile dealer, I firmly believe that all vendors of auto- 
mobiles at retail serve the citizenry of this great country of ours by 
furnishing them with a durable commodity most essential to our way 
of life. In the past two decades the automobile has become a most 
vital part of our economy and essential to a great portion of our 
populace as a media of livelihood. 

I am proud to be a vendor of automobiles. The past two decades 
has brought about a better dealer, a civic-spirited individual, repre- 
senting tremendous investment in the community served by him. In 
this last connection, let me be specific: Statistics collected by Fortune 
magazine show that the automobile industry, manufacturers and deal- 
ers, is the largest industry in America. It will probably surprise 
you that the retailers (dealers) have a larger investment in industry 
than do the manufacturers. We, the dealers, the little-business men 
have the largest share of the investment of the largest business in 
the country. However, because of our spread of members and the 
individual dealer’s relatively small investment, we are not in. the 
position to protect ourselves. We simply do not have the surpluses 
to assume a defensive position to safeguard our businesses against 
the hardships and inequities that confront us today. 
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ve are these hardships? 

1. Regulation W reenacted last October 13. This regulation re- 
quires a one-third down payment and financing of the balance in 15 
equal monthly payments. Here is a typical case of why my business 
is being injured. A two-door 1951 Mercury delivers in Jefferson 
City at my dealership for $2,400. This includes only radio and 
heater. A prospective customer comes in with an automobile which 
has a ceiling price trade-in value of $980 which you will note, is more 
than one-third down. This leaves a balance of $1,420 to finance to 
which must also be added insurance and financing charges of $200; 
$1,620 divided by 15 months gives equal monthly payments of $108. 
A lot of my customers are in the $400-to-$500-a-month-sal: ary bracket. 
With their obligations, including higher income tax, they cannot make 
payments of $108 per month. I want to particularly point out that 
I am not selling an expensive automobile. Mercury is in the price 
range just above the lowest. 

2. On March 3, 1951, CPS allowed a 314 percent price increase on 
automobiles for the maufacturers at the expense of retailers and con- 
sumers. This 314 percent increase to be passed on to the customer 
without dealer participation. Here is how it affects the automobile 
dealer: With an increase in the price of our product the cost of doing 
business likewise ascends. For instance, taxes to our local govern- 
ment are based on dollar volume, commission to salesmen, and in- 
vested capital all escalate in unison with product pricing. In short, 
our margin of profit has been arbitrarily lowered. 

In addition to the hardships placed on my business, I have had to 
lay off 50 percent of my personnel. 

‘Moreover, there are greater disturbances on the horizon for the 
dealer. Actually disturbing to the point where, if permitted to come 
to pass, could virtually annihilate this portion of America’s economy. 

Right now, taxes hidden in the price of the new automobile consume 
nearly 24 cents of every dollar paid for a new car. Right now, there 
is a move on foot to increase by 13 percent the Federal excise tax 
levied on the finished new product and component parts thereof. To 
impose additional tax whether it be Federal, State, municipal, or local 
would serve further to stymie sales of new cars. If 13 percent addi- 
tional tax is imposed, this tax portion would be increased by approxi- 
mately $223 and the price of the car cited in the example would go 
from $2,400 to $2,62 23. 

If anything is needed, this industry should be given much needed 
relief. By relief, I don’t infer parities or Federal underwriting—lI 
mean the removal of many of the controls imposed on the retail auto- 
mobile industry. In the main, regulation W virtually regulates the 
essential automobile user out of the new-car and late-model-used-car 
market. Why is it necessary to limit time sales to 15 months! It is 
a trade fact that 24 months is an semen duration for a time con- 
tract. Dealers in nearly every case endorse for recourse all credit 
contracts sold to financing sciaitalinin and you can believe me no 
dealer is going to wilfully endorse away his assets. The dealer knows 
the buyer, his ability to fulfill the contract before his time credit is 
accepted. We need this additional time badly and the need is like- 
wise vitally required by our essential users to enable them to par- 
tic ipate in their own employment. 
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Gentlemen, I am grateful for the opportunity to a — here today. 
1 know of your deep and sincere interest in small business. As a 
representative of small business, I appeal to you to consider the facts 
obtained here today in our interest and make known to those responsi- 
ble for these impositions the devastating effects they are having on the 
retail automobile business. 

Thank you. 

Mr. Curtis. Thank you, sir. That is now in the record, and it will 
be given full consideration by our subcommittee and the committee. 
If you would indulge us, we would appreciate it very much. We 
would like to be able to go ahead at this time. 

Mr. Corrrn. All right. 

Mr. Curtis. Now, Mr. Charles Albrecht, of St. Clair, Madison Au- 
tomobile Dealers’ Association. This is Mr. Albrecht. I understand 
you want to say “Amen” to Mr. Coppin’s statement and also to the 
statement made by Mr. Castles; is that correct ¢ 

Mr. Atsrecut. That is right. 


STATEMENT OF CHARLES W. ALBRECHT, PRESIDENT, ALBRECHT 
CHEVROLET, INC., WOOD RIVER, ILI. 


Mr. Atsrecut. My name is Charles W. Albrecht. I am the presi- 
dent of the Albrecht Chevrolet, Inc., Wood River, Ill., dealer in Chev- 
rolet automobiles and trucks, used cars, and parts and service. I am 
president of the St. Clair, Madison Automobile Dealers’ Association, 
and speak for the members of that association, numbering approxi- 
mately 105 retail automotive dealers. I also speak for the remaining 
dealers of southern Illinois. 

We are in accord with the statement presented to the Congressional 
Small Business Committee in St. Louis on April 30, 1951, at Hotel 
Statler, for the automobile dealers of greater St. Louis and St. Louis 
County. 

Mr. Curtis. Thank you, Mr. Albrecht. 

Mr. Ausrecut. You are welcome. 

Mr. Curtis. And then we have Mr. Roscoe Hambric, of Topeka, 
Kans. Did you want to endorse the statements previously made? 

Mr. Hameric. Yes. 

Mr. Curtis. I understand that you have a statement, too, that you 
want to put in the record at this time. 

Mr. Hameric. Thank you, Mr. Congressman. I do wish to do that. 

Mr. Curtis. Please just state where your situation differs, because 
we are pressed for time, and rather than having you read your state- 
ment, we will see that it goes into the record. 


STATEMENT OF ROSCOE HAMBRIC, SECRETARY-MANAGER, KANSAS 
MOTOR CAR DEALERS ASSOCIATION, TOPEKA, KANS. 


Mr. Hameric. I am Roscoe Hambric, and I live in Topeka, Kans. 
I represent the Kansas Motor Car Dealers Association for the State 
of Kansas. We have a membership of 1,100 dealers out of a potential 
of 1,150. ‘ 

These franchise dealers of Kansas sell approximately 99 percent of 
all the new cars and trucks sold in the State of Kansas. 
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Kansas—and I want to emphasize on this particular thing—Kansas 
is a State that covers over 82,000 square miles, with a population of a 
little less than 2 million people. Consider that with St. Louis, and 
the area around here, of over a million people. We have to cover a 
vast area in order to keep automotive transportation rolling in our 
State. 

Our State depends on agriculture. Fifty-eight percent of our State’s 
inhabitants live in rural territories, and 70 percent of our wealth comes 
from the farm lands. 

I just want to emphasize those things for this reason that Kansas 
is known as the bread-basket State of the Union, on account of its hard 
wheat. So I would like to leave this statement here pertaining to fac- 
tual information, that I won't take time to read, and I would also like 
to leave the statement of James W. Beardmore, of Beloit, Kans., an 
automobile dealer, showing the situation that applies to a dealer in 
these farming communities. 

Mr. Curtis. Thank you very much, Mr. Hambric, and those will 
be made part of the record at this point. 

(The ; Sartre referred to above are as follows :) 


STATEMENT BY JAMES W. BEARDMORE, BELOIT, KANS. 


I am a Chrysler-Plymouth dealer in Beloit, Kans., and am typical of more than 
1,000 other dealers in Kansas whose facilities and operations will average about 
the same as mine. Beloit is a town which is located in the center of Mitchell 
County and serves as the county seat. It serves all of the people of the county 
in almost every way of life, from paying their annual taxes to buying the gro- 
ceries for the family table. Beloit, with a population of 4,000, serves over 10,000 
people whose business is almost entirely farming and who live widely dispersed 
throughout this county area. 

In our county there are no busses, streetcars, trains, elevators, and taxies to 
serve the transporation needs of these people. We have only automobiles and 
trucks, of which there are nearly 5,000 registered in our county. Grain and 
produce must reach the market, gasoline, oil, and farm supplies must be hauled 
to the farms, feed hauled to the feed lots, farmers must travel between widely 
separated fields. This list could be continued almost endlessly, tending, I think, 
to establish the absolute necessity of automotive transportation to this and 
other communities in which farming is the dominant industry. 

These 5,000 vehicles were sold and are serviced for the most part by the 9 
franchised car and truck dealers in Beloit. These 9 dealers hive served their 
community under present management for an average of 16 years, four of them 
for a quarter of a century. They have stayed in business through good times 
and bad by serving well and by fair dealing. Repeat business is the most valu- 
able asset a dealer can have. It kept us in bread and butter in the years when 
profits were more often in the red than any other color. 

Automobile dealers throughout this area are all civic-minded men and you 
will find one or more of them serving in some official capacity in nearly every 
worth while civic, religious, or service organization in our community. Our Dodge 
dealer has served this community in civic office for 25 years, the Ford dealer 
has been outstanding in public life for nearly as long, and so forth right down 
the line of our competitors. 

Although we are small dealers in a small town in a farming community, the 
dealers of Beloit employ nearly 100 people to keep the automobile functioning 
and distributed. An estimated payroll of more than $300,000 is paid annually 
to these,employees. During 1950 these 9 dealers collected approximately $225,000 
in new-car excise taxes, $108,000 in State sales taxes, $67,500 in withholding 
tax from our employees. These are all taxes collected from the public and does 
not include thousands of dollars in other hidden taxes which we have collected 
nor the thousands of dollars which we have paid in personal property, real es- 
tate, or National and State income taxes. 

The automobile dealers of Beloit and of this whole area are willing and eager 
to bear their fair share of the load placed on this Nation by the greed and lust 
for expansion of the Communist countries. If all the proposed legislation which 
seems discriminatory and might seriously disrupt our business, if such legisla- 
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tion becomes law, we will, of course, adhere to these laws to the letter, whether 
they appear right or wrong, deeply appreciate the opportunity of giving you opr 
thinking on some of these matters for study and serious thought before enact- 
ment because of the gravity of their effect upon our businesses and our customers. 

Production of new vehicles is lessening and the cars actually received by the 
dealers in Beloit amount to approximately 15 percent fewer cars in the first 
quarter of this year than last. Our quotas set up by our factories indicate a 
more serious reduction for the remainder of the year. This means that to main- 
tain our standards of service and keep the large inventories of parts, equipment, 
and merchandise necessary to accomplish this, it will require our best managerial 
ability to survive as dealers even without the imposition of further hardships. 
Such things as passing on increases in prices from the manufacturer without 
permitting dealers to maintain their traditional discount could eventually lead 
to their failure to survive. Without successful auto and truck dealers any 
rural community will suffer. 

It is now almost impossible for the average citizen to purchase a new car at 
its present price because of credit regulations and the high cast of living. If 
additional excise tax is added to the present price of automobiles, we think it 
will put them entirely out of reach of the workingman who needs it. We feel 
that the automobile industry and the people who operate and service automobiles 
are already paying more than their fair share of the taxes and that any further 
increase would be discriminatory. There is the further serious danger that as 
with the fellows “who killed the goose,” the resultant decline in sales would 
quickly lead to a sharp drop in Federal and State revenue. 

We as businessmen are concerned about the economic health of our community 
and Nation. We honestly do not feel that the best interests of the public are 
served by Government regulationss such as the present form of regulation W 
which installs hardships on those to whom automobile transportation represents 
not a luxury, but absolute necessity. The net effect of regulation W as we see it 
has been not to reduce inflationary trends, but only to divert them. In the 
support of this statement let me give you some figures right out of the books 
of one of the Beloit dealers. In the first quarter of 1950, this dealer sold 
$10,951.98 worth of merchandise in his stockroom and shop on a charge basis. 
In the first quarter of 1951, his charge sales jumped to $16,120.22, or an aston- 
ishing increase in credit sales on open account of 47.1 percent. Every dealer in 
Beloit has experienced a relative increase in charge sales to about the same 
extent. This indicates with remarkable clarity that credit inflation has not been 
stopped but merely diverted. People who need cars will buy them. Perhaps 
they will be forced to settle for a car of poorer quality than they need or want, 
or they will buy what they want and let the garagemen, filling-station operator, 
grocer, and dentist “hold the bag’ until they get it paid for, and you can’t 
entirely blame them. Controls imposed by the Federal Reserve Board are 
working a hardship on the car-buying public today. If I had time I could give 
you factual cases of such hardships that would make you shudder. I don’t have 
that time but if you will ask any car dealer, I know that he can relate many 
cases to you. 

We feel that dependable transportation is very necessary in our defense pro- 
gram, we feel that the automobile is the very hub of the economic system in our 
rural community and we think that our existence as dealers is equally necessary 
to our community and this Nation. We are encouraged that you have listened 
to our thinking and we have complete confidence in you whom we have elected 
to make the decisions necessary to keep our economy sound and our democracy 
safe. 


STATEMENT OF Roscoe Hamepric, SECcRETARY-MANAGER, KANSAS Moror Car 
DEALERS ASSOCIATION, ToPEKA, Kans. 


Mr. Chairman and members of the Congressional Small Business Committee, 
the following statement is self-explanatory and was prepared for your informa- 
tion and due consideration, 


KANSAS 


Admitted as a State, January 1861. Area 82,276 square miles. Capital, Topeka. 
Population, 1,914,000. 

Population.—More than 58 percent of the inhabitants live in rural territory. 
The west third of the State is somewhat scantily populated, 
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Agriculttre—The principal source of the State’s wealth is agriculture. About 
70 percent of the farm lands are classed as “improved” lands. Wheat, in both 
acreage and value, is the leading crop, 1950, exceeding in acreage all other cereals 
combined. 

Kansas is quoted as the bread-basket State of the country due to its famous 
production of hard wheat, which is referred to as the staff of life in many og 
of the world. Please note that over 58 percent of our State’s inhabitants live 
rural territory and agriculture is the principal source of the State’s want. 
Population less than 2 million people, scattered over a large area of 82,276 square 
miles. Kansas ranks high in the raising of livestock, production of oil and gas, 
flour mills, oil refineries, meat-packing houses, and manufacture of airplanes, 
all of which are our principal industries so essential to our war effort. Kansas, 
like our Nation, is built around automotive transportation. Records at the 
State vehicle department for the year of 1950 show registration of 648,852 auto- 
mobiles, 208,722 trucks, and 15,694 trailers ; included were 93,209 new automobiles 
and 21,730 new trucks. 

Franchise dealer licenses of new cars and new trucks.—Records at the State 
vahicle department show approximately 1,150 new car and/or new truck dealers. 
Approximately 1,100 of these dealers are members of our State and National 
associations. Our office records show: 





Members handling less than 50 new units a year__._.________-___ + tilted 667 
Members handling over 50 and less than 100 units__._._._._._._._._-_..-___----_- 238 
Members handling over 100 new units a year______._-------___..-_-_--__- 195 

EE ey ee ee TS ee Ne ee ee ee 1,100 


Please note about 82 percent of these dealers are small-business firms handling 
less than 10 new automotive units a year. These small business firms are located 
in each of the 105 counties in Kansas. The owners of these small business firms 
are influential businessmen and are leaders in the civic life in their community. 
They have sizable investments in buildings, shop equipment, parts, tires, and 
other essential items in the conduct of their business. On a State-wide basis 
these small business firms employ thousands of employees in their service shops 
to service and repair automotive vehicles to assure adequate automotive trans- 
portation for thousands of farmers and other essential industries engaged in 
the war effort. 

Taxes take 24 cents out of every automobile dollar ($475 tax in a $2,000-car 
delivered in Detroit to a resident of Michigan) : 


1. Estimated taxes accrued on materials, parts, and their transportation 


prior to receipt by automobile manufacturer_________~_ a. 8 ke 
2. Estimated income and other taxes paid by automobile manufacturer 2 
PG ee Seer ee es Sas | eee 101. 50 
3. Federal excise taxes on car, including radio and heater iis tedidieneean 102. 25 
4. Dealer’s property, income, and other taxes_..........-_______ Suhisesail 102. 00 
5. Michigan sales tax etakMinccuidldiiih tbtahMias + PERE ES) ens 57. 85 
6. License plate and title on car__...__----------.------ eee 
7. Federal and State excise or sales tax on 5 gallons gas and 6 qu: irts 
PO all aE a ae. ae aR Sie Bs REE | ET OS 40 
Total taxes on new car, ready for use_._....._..__.--__...--_ 475. 75 


Kansas being an agricultural State, less than 15 percent of the automobiles are 
nonessential. New-car purchasers today are paying about 25 percent tax on new 
cars including 7 percent Federal excise. The iatter tax should be removed and 
definitely no additional increase of Federal excise tax should be imposed. 

It is obvious if the State of Kansas was deprived of adequate automotive 
transportation, same would seriously affect the economy of our State as well 
as the Nation. Automobiles and trucks are overtaxed and Congress should 
investigate ways and means of reducing taxes instead of giving consideration to 
increasing taxes on automodbiles. 

In addition to 25 percent taxes paid by purchaser at the time of purchase of a 
new automobile, the owner to operate the automobile purhases certain types of 
insurance, which owner does not have to have on household furniture, etc., 
and pays additional Federal and State gallonage tax for each gallon of gasoline 
purchased. In Kansas the tax is 6% cents per gallon and in most cases amounts 
to over 25 percent of purchase price. To protect automobile from weather haz- 
ards, the owner is out investment’ for car*garage plus property tax, insurance, 
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tion becomes law, we will, of course, adhere to these laws to the letter, whether 
they appear right or wrong, deeply appreciate the opportunity of giving you opr 
thinking on some of these matters for study and serious thought before enact- 
ment because of the gravity of their effect upon our businesses and our customers. 

Production of new vehicles is lessening and the cars actually received by the 
dealers in Beloit amount to approximately 15 percent fewer cars in the first 
quarter of this year than last. Our quotas set up by our factories indicate a 
more serious reduction for the remainder of the year. This means that to main- 
tain our standards of service and keep the large inventories of parts, equipment, 
and merchandise necessary to accomplish this, it will require our best managerial 
ability to survive as dealers even without the imposition of further hardships. 
Such things as passing on increases in prices from the manufacturer without 
permitting dealers to maintain their traditional discount could eventually lead 
to their failure to survive. Without successful auto and truck dealers any 
rural community will suffer. 

It is now almost impossible for the average citizen to purchase a new car at 
its present price because of credit regulations and the high cast of living. If 
additional excise tax is added to the present price of automobiles, we think it 
will put them entirely out of reach of the workingman who needs it. We feel 
that the automobile industry and the people who operate and service automobiles 
are already paying more than their fair share of the taxes and that any further 
increase would be discriminatory. There is the further serious danger that as 
with the fellows “who killed the goose,” the resultant decline in sales would 
quickly lead to a sharp drop in Federal and State revenue. 

We as businessmen are concerned about the economic health of our community 
and Nation. We honestly do not feel that the best interests of the public are 
served by Government regulationss such as the present form of regulation W 
which installs hardships on those to whom automobile transportation represents 
not a luxury, but absolute necessity. The net effect of regulation W as we see it 
has been not to reduce inflationary trends, but only to divert them. In the 
support of this statement let me give you some figures right out of the books 
of one of the Beloit dealers. In the first quarter of 1950, this dealer sold 
$10,951.98 worth of merchandise in his stockroom and shop on a charge basis. 
In the first quarter of 1951, his charge sales jumped to $16,120.22, or an aston- 
ishing increase in credit sales on open account of 47.1 percent. Every dealer in 
Beloit has experienced a relative increase in charge sales to about the same 
extent. This indicates with remarkable clarity that credit inflation has not been 
stopped but merely diverted. People who need cars will buy them. Perhaps 
they will be forced to settle for a car of poorer quality than they need or want, 
or they will buy what they went and let the garagemen, filling-station operator, 
grocer, and dentist “hold the bag” until they get it paid for, and you can’t 
entirely blame them. Controls imposed by the Federal Reserve Board are 
working a hardship on the car-buying public today. If I had time I could give 
you factual cases of such hardships that would make you shudder. I don’t have 
that time but if you will ask any car dealer, I know that he can relate many 
cases to you. 

We feel that dependable transportation is very necessary in our defense pro- 
gram, we feel that the automobile is the very hub of the economic system in our 
rural community and we think that our existence as dealers is equally necessary 
to our community and this Nation. We are encouraged that you bave listened 
to our thinking and we have complete confidence in you whom we have elected 
to make the decisions necessary to keep our economy sound and our democracy 


safe. 


STATEMENT or Roscork HamMpric, SECRETARY-MANAGER, KANSAS Moror CAR 
DEALERS ASSOCIATION, ToPEKA, KANs. 


Mr. Chairman and members of the Congressional Small Business Committee,. 
the following statement is self-explanatory and was prepared for your informa- 
tion and due consideration, 


Kansas * 


Admitted as a State, January 1861. Area 82,276 square miles. Capital, Topeka. 
Population, 1,914,000. 

Population.—More than 58 percent of the inhabitants live in rural territory. 
The west third of the State is somewhat scantily populated. 
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Agriculture.—The principal source of the State’s wealth is agriculture. About 
70 percent of the farm lands are classed as “improved” lands. Wheat, in both 
acreage and value, is the leading crop, 1950, exceeding in acreage all other cereals 
combined. 

Kansas is quoted as the bread-basket State of the country due to its famous 
production of hard wheut, which is referred to as the staff of life in many parts 
of the world. Please note that over 58 percent of our State’s inhabitants live in 
rural territory and agriculture is the principal source of the State’s wealth. 
Population less than 2 million people, scattered over a large area of 82,276 square 
miles. Kansas ranks high in the raising of livestock, production of oil and gas, 
flour mills, oil refineries, meat-packing houses, and manufacture of airplanes, 
all of which are our principal industries so essential to our war effort. Kansas, 
like our Nation, is built around automotive transportation. Records at the 
State vehicle department for the year of 1950 show registration of 648,852 auto- 
mobiles, 208,722 trucks, and 15,694 trailers ; included were 93,209 new automobiles 
and 21,730 new trucks. 

Franchise dealer licenses of new cars and new trucks.—Records at the State 
vehicle department show approximately 1,150 new car and/or new truck dealers. 
Approximately 1,100 of these dealers are members of our State and National 
associations. Our office records show: 


Members handling less than 50 new units a year___.___-_-_-__.-.___---__- 667 
Members handling over 50 and less than 100 units__._.__.._____..-_._---_--_ a 
Members handling over 100 new units a year______._-------_...--------_- 195 

ice ateatibaiiaia cigs thnicnvernhicitiheiaiteatsibiaiitdeidae<seautbendnenscitsleadiicesih lamin Anjana 1, 100 


Please note about 82 percent of these dealers are small-business firms handling 
less than 10 new automotive units a year. These small business firms are located 
in each of the 105 counties in Kansas. The owners of these small business firms 
are influential businessmen and are leaders in the civic life in their community. 
They have sizable investments in buildings, shop equipment, parts, tires, and 
other essential items in the conduct of their business. On a State-wide basis 
these small business firms employ thousands of employees in their service shops 
to service and repair automotive vehicles to assure adequate automotive trans- 
portation for thousands of farmers and other essential industries engaged in 
the war effort. 

Taxes take 24 cents out of every automobile dollar ($475 tax in a $2,000-car 
delivered in Detroit to a resident of Michigan) : 


1. Estimated taxes accrued on materials, parts, and their transportation 


prior to receipt by automobile manufacturer______._-__ ....------ $ 99.00 
2. Estimated income and other taxes paid by automobile manufacturer, 
ee ee do ch eaienmemneneind) chataieanabnnies 101. 50 
3. Federal excise taxes on car, including radio and heater___._.__._____ 102. 25 
4. Dealer’s property, income, and other taxes__......._..-___.-------- 102. 00 
ON 9 SEPT OPS BRS PT es a ae ee ee eee Pl ae 57. 85 
S, ROOUNe SD Witede BINNS CUh CUR ihe sais tein chica dec csinibncditcl batman tienes 12. 75 
7. Federal and State excise or sales tax on 5 gallons gas and 6 quarts 
NSS ee ae is RR RT EN SES Te ale SE a ee aR eT . 40 
Total taxes on new car, ready for use___...-__-__-_.-_-.-.--- 475. 75 


Kansas being an agricultural State, less than 15 percent of the automobiles are 
nonessential. New-car purchasers today are paying about 25 percent tax on new 
cars including 7 percent Federal excise. The latter tax should be removed and 
definitely no additional increase of Federal excise tax should be imposed. 

It is obvious if the State of Kansas was deprived of adequate automotive 
transportation, same would seriously affect the economy o* our State as well 
as the Nation. Automobiles and trucks are overtaxed and Congress should 
investigate ways and means of reducing taxes instead of giving consideration to 
increasing taxes on automobiles. 

In addition to 25 percent taxes paid by purchaser at the time of purchase of a 
new automobile, the owner to operate the automobile purhases certain types of 
insurance, which owner does not have to have on household furniture, etc., 
and pays additional Federal and State gallonage tax for each gallon of gasoline 
purchased. In Kansas the tax is 6% cents per gallon and in most cases amounts 
to over 25 percent of purchase price. To protect automobile from weather haz- 
ards, thé owner is out investment’ for car*garage plus property tax, insurance, 
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ete.; each year pay State registration of $10 and up; renews insurance policies ; 
etc. 

Federal agency controls —Regulation W with one-third down payment and 
maximum of 15 months, the past 3 months has resulted in a dire hardship on 
both the retai! car dealer and the workingman. Recommend prompt investiga- 
tion to amend regulation W in order that workingman can have additional 
months to pay according to his ability to make monthly payments. 

Curtailment of production of new cars.—Same automatically reduces gross 
revenue of dealers, although dealer cannot reduce his fixed overhead expenses 
of operation in proportion to loss of revenue. Office of Price Stabilization should 
allow dealer a gross mark-up of at least dealer's traditional discount allowed by 
the manufacturer and in case of hardship should consider a higher discount in 
order for the dealer to operate at profit to keep his service shop open for service 
and repair of automotive units to assure adequate automotive transportation. 

Policy adopted by officers and directors of Kansas Motor Car Dealers Associa- 
tion.—Our State association is interested in the sale and usage of new and used 
cars, trucks, trailers, and the servicing of these units. 

Since the beginning of World War II we have endeavored to keep in close 
contact with all Federal and State agencies that have laws or regulations that 
affect our industry. This office issues a weekly bulletin, which is mailed to our 
membership. We secure information and interpretation of regulations from 
these various agencies and quote same in our weekly bulletin, which keeps our 
dealers well informed and has proven to be a great help to various governmental 
agencies and has reduced the workload in the offices of these agencies. Each 
agency receives, free gratis, copy of our weekly bulletin. During World War 
II this service resulted in a better mutual understanding between these govern- 
mental agencies and the officers and directors and members of our State associa- 
tion. This year the undersigned has contacted representatives of OPS in 
Wichita, Kans., and WSA in Kansas City, Mo. Since the opening of OPS in 
Wichita, Kans., they have been receiving copies of our State association bulletins. 
We will continue to keep in close contact with these offices and will include any 
information they request in our weekly bulletin. 

As long as a national emergency exists, this office offers its services in anyway 
we can be of assistance to any State or Federal agency. 

Member-dealers of our State association sell approximately 99 percent of all 
new cars and new trucks sold in Kansas. 

This statement is respectfully submitted for your information and due con- 
sideration. 


Mr. Curtis. Mr. Hambric, we appreciate very much your presenta- 
tion of these problems that face your industry, and I can assure you 
that the Small Business Committee is particularly interested in your 
problems at this time. 

Mr. Hampric. Thank you. 

Mr. Curtis. I want to call upon Mr. Raymond Dyer at this time. 
Will you come forward, please, and make Your statement. 


STATEMENT OF J. RAYMOND DYER, ATTORNEY, ST. LOUIS, MO. 


Mr. Dyer. My name is J. Raymond Dyer. I am an attorney with 
offices at 418 Olive Street here in St. Louis. 

I have been authorized by the steering committee of the St. Louis 
Small Business Council and by 30 individual small business firms of 
this city to appear here as their representative. The names of these 
30 firms are appended to the copies of this presentation which I have 
submitted to you. 

The St. Louis Small Business Council has but recently been formed. 
It was organized because many small-business men in St. Louis recog- 
nized just what this subcommittee is concerned with—the tremendoas 
problem facing small business in this twilight period between “business 
as usual” and all-out defense production. 

The St. Louis Small Business Council is an outgrowth of that con- 
cern. It is primarily concerned with seeking a solution to the diffi- 
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culty of fitting small business into the national defense effort. It is 
desirous of assisting both small-business men and Government authori- 
ties in the solution of problems which are threatening the very exist- 
ence of the former. ih the bare 2 weeks of the council’s existence, 
representatives of some 67 small-business firms, with a total employ- 
ment of nearly 5,000 people, have signed membership eards, have 
attended its meetings and have lent their support to its efforts. 

But my appearance here is not as a special pleader for small business 
or the small business council. Rather, I wish to point out the profound 
implications of this entire situation on our total economy and com- 
munity structure here in St. Louis. 

St. Louis is noted for its highly diversified industrial economy— 
one in which small and large business both play vital roles. A sig- 
nificant aspect of this wholesomely balanced economy is that small 
and large business are of almost exactly equal importance to our com- 
munity welfare. 

There are about 150 firms in our metropolitan community employ- 
ing 500 or more persons. In the small-business field, with from 1 up 
to 499 employees, there are some 3,000 concerns engaged in processing 
and manufacturing. These figures are based on the latest available 
Department of Commerce statistics. 

The 150 large firms employ approximately 235,000 people. The 
3,000 small firms employ approximately 250,000 people. A very 
large preponderance of these small firms are in the 50-to-100-employee 
category. These, we feel, are the ones most threatened by the present 
economic dislocations. 

I wish to point out to this subcommittee that neither I nor the 
individuals chen I represent see any basic conflict of interest between 
big business and small business in this community. Both are essential 
to the welfare of St. Louis, just as both are vital to the success of our 
national defense effort. 

The important point is, that despite the fact the community has an 
equal stake in each of these two business groups, thus far, local small 
business has suffered most in the curtailments, and participated least 
in the benefits, of the national defense program. 

According to the best available data, of a nonclassified nature, on 
defense contracts placed in metropolitan St. Louis, a grossly unfavor- 
able balance exists. To date, we find that more than $300,000,000 
worth of defense contracts have been placed with the larger firms, 
whereas less than $20,000,000 worth have been placed w ‘ith small 
business. 

Thus, though employing more people, small business has been 
awarded only about one-sixteenth dollar-wise of the defense contracts 
let in thisarea. And, mind you, that is only in the nonclassified field. 
If the classified contracts let were taken into consideration, though I 
do not know, I am sure the showing would be even more adverse. 

Basically, that means that slightly less than half of the industrially 
employed personnel of St. Louis is engaged in more than $300,000,000 
worth of projects, while slightly more than half is struggling along 
on less than $20,000,000 worth. 

At the same time, small businesses have been hit hardest by mate- 
rial shortages and have been forced to curtail drastically their civilian 
operations. As you have learned here today, some are actually faced 
with complete shutdowns because of this situation. 
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It should be obvious that this has serious implications respecting 
our community economy. But not only that; it can likewise very 
seriously jeopardize our whole production potential later, in time of 
even more critical national emergency. 

Gentlemen, realistically speaking, there is no such thing as a na- 
tional small business problem. The so-called national problem is 
merely the aggregate of all the local smali-business problems. Con- 
sequently, although procurement policy regarding smail business must 
be set on a national level, the problem itself must be solved on a local 
level. 

National policy since the beginning of this emergency has enunci- 
ated that small business shall participate in its “fair share” of defense 
contracts. In the Defense Production Act of 1950, Congress specif- 
ically expressed its desire to preserve independent small business as 
a vital part of the American free competitive system. 

Unfortunately—and the figures I have just cited speak for them- 
selves—this policy has not been implemented at the local level in 
which small business must operate if it is to survive. 

We all recognize that small business is much more diverse, and 
much harder to reach, than big business. Consequently, unless spe- 
cial care is taken to consider small business in placement of defense 
contracts, the line of least resistance, administratively, is to concen- 
trate defense work in the hands of the numerically smaller group 
of large concerns. 

Therefore, we feel it is imperative for the survival of our economic 
democracy that a definition be made as to what constitutes the “fair 
share” of defense production work to be allocated small business. 
Whether worked out on a local or a national level, whether on the 
basis of prime contracts or subcontracts, or a combination of the two, 
our Government should specifically define this “fair share” phrase, 
and instruct its procurement offices to follow through accordingly. 

At the same time, not just in the interest of protecting small busi- 
ness, but even more vitally in the interest of promoting a successful 
production program, our Government should offer greater opportu- 
nity for small business to compete for bids and to participate in nego- 
tiations for contracts. 

As I have said, we understand the complex problem of collating 
adequate data on small business, and we realize the difficulty of direct 
communication with it. It is diversified. It is scattered. For that 
very reason, our St. Louis Small Business Council was formed, and 
is now undertaking the task of gathering full information on our small 
business production facilities, aptitudes, and potential in the St. Louis 
area. When complete, and properly classified and interpreted so that 
it can be used effectively by all interested agencies in the planning and 
placement of defense orders, this data will be transmitted to the 
chairman of this subcommittee and other interested parties. 

Simultaneously, we shall seek to set up satisfactory channels for 
transmitting defense contract. information and advice to small-busi- 
ness men in St. Louis, so that individual firms tan arrange for 
greater participation in the defense program. ‘ 

But regardless of how far we go in facilitating such matters, it will 
all be useless unless small business is assured of adequate and under- 
standing consideration by the authorities responsible for the placing 
of contracts. 
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Thus, small business in St. Louis is voluntarily assuming its full 
share of responsibility for properly implementing a balanced defense 
production program in this area. 

We appeal, in turn, to this subcommittee, and to other interested 
instruments of Government, for similar cooperation. As I see it, 
there is no alternative solution to this problem. Unless the problem 
is solved promptly and fairly, small business as a unique part of the 
American way of life will be destroyed. 

I thank you. 

Mr. Curtis. Thank you for this very helpful staternent. 

I think I might call your attention, and also the attention of the 
audience, to our weekly staff report of April 28, 1951. I am just 
going to read this small item: 


A production pool composed of 100 small manufacturing concerns in the 
Omaha area has been formed to obtain prime and subcontracts. This is the 
first production pool to be formed under provisions of the Defense Production 
Act. 

And that is very much along the lines you were suggesting. 

Mr. Dyer. Yes; I am familiar with the Nebraska action. I am 
very familiar with it. 

Mr. Curtis. I am very glad to see that St. Louis is proceeding along 
similar lines. 

Thank you, Mr. Dyer. 

(A list entitled “Members of Steering Committee of St. Louis 
Small Business Council,” submitted by Mr. Dyer, reads as follows :) 


Members of steering committee of St. Louis small business council: 
H. J. Loosley, chairman, 1624 Delmar Boulevard, St. Louis, Mo. 

Leslie J. Eggers, Secretary-Treasurer, 405 N. Nineteenth Street, St. Louis, Mo. 
Lucius B. Morse, 1004 Market Street, St. Louis, Mo. 

Clarence L. Miller, 4245 Forest Park Boulevard, St. Louis, Mo. 

A. 8S. Payne, 57283 Delmar Boulevard, St. Louis, Mo. 

McCoy Wilkinson, 613 Locust Street, St. Louis, Mo. 

Eugene J. Brockland, 2505 8S. Jefferson Avenue, St. Louis Mo. 

Sale Newburger, 4305 Potomac, St. Louis, Mo. 

J. Raymond Dyer, 418 Olive Street, St. Louis, Mo. 

A. J. Gerber, Eighth and Spruce Streets, St. Louis, Mo. 

Louis F. Cavic, 1313 West Essex, Kirkwood, Mo. 

St. Louis business firms employing less than 500 persons esch which have 
authorized the spokesmen selected by the above steering committee, to wit, Mr. 
J. Raymond Dyer, and Mr. Wayne E. Limbocker, to speak for them at the hear- 
ing before the congressional subcommittee at the Statler Hotel, St. Louis, April 
30, 1951. 

West End Radio and Television Co., 5723 Delmar Boluvard 
Carl I. Schaeffer Electrical Co., 1819 Sidney Street 
Benjamin Air Rifle Co., 1852 South Eighth Street 
K RS Foundry, 2410 South Fourth Street 

Jems Metal Stamping Co., 2018 South Third Street 
Vane-Calvert Paint Co., 1601 North Broadway 
Gilbert Brass Foundry, 5036 Farlin Avenue 
Mevinger Manufacturing Co., 3529 Pine Street 
Cavsto Engineering Co., 1313 West Essex 
Gaywood Manufacturing Co., 1906 Pine Street 
Doray Company, Inc., 6748 Glades 

Feld Corp., 2002 Papin Street 

Gerber Plastics Co., Eighth and Spruce Streets 
House of Plastic, 2505 South Jefferson 

St. Louis Bell Foundry, 2735 Lyon 

Grimm Stamp and Badge Co., 1809 Carr Lane 
Superior Plastics, Inc., 2922 Locust Street 

Duke Manufacturing Co., 2305 North Broadway 
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Newburger Manufacturing Co., 4305 Potomac Street 
The Ark, Inc., 3181 Morganford 

N. K. McKittrick Co., 2908 Arsenal 

All-Die, Inc., 6009 Manchester Avenue 

Roehlk Spring and Body Co., 417 South Fifteenth Street 
The Measuregraph Co., 4245 Forest Park 

Merry Motor Co., 5806 Delmar Boulvard 

Missouri Die Casting Co., 2312 Dickson Street 
Merchants Ice and Fuel Co., 320 North Fourtn Street 
H. G. Rueckert Meat Co., 2047 Viark Avenue 

St. Louis Daily Record Co., 1004 Market Street 
Multi-Mail, Inc., 405 North Nineteenth Street 


Mr. Curtis. At this time I want to put in the record a statement 
from the Hazelton Engineering Co. Miss Winnifred Hazelton, the 
secretary of the Hazelton Engineering Co., is making this statement. 

(The statement referred to is as follows :) 


STATEMENT OF Miss WINIFRED HAZELTON, SECRETARY, HAZELTON ENGINEERING 
Co., St. Louis, Mo. 


As a housewares-aluminum manufacturer we find ourselves in the position of 
playing in the major league with a minor-league team. 

‘ Actually this simmers down to the three constant problems and a newly added 
ourth : 

1. In sales we must cope with the same problems and expense of introduction 
of products as the leading manufacturers with a complete sales organization. 

2. In engineering design and production we find ourselves in competition with 
the same type of highly alert staff. 

On the above two, success is entirely dependent upon the individual in charge 
of the particular operation; but on the following two success is often made 
impossible since lack of working capital makes it impossible to maintain a 
specialized staff to cope with the rapid change of regulations. 

It has never ceased to amaze me that a bank will finance for an individual 
an ice box, a car or a television set; for a farmer, a cow, a crop, or a threshing 
machine—the individual up to 50 percent and the farmer up to 100 percent— 
but the manufacturer who must buy a milling machine or a shaper has a 
completely different problem. 

I realize and fully agree that banks are not gambling institutions and there 
is a resale which takes the gambling out of a loan to an individual. The Gov- 
ernment through its parity program is in a position to make loans to the farmer. 

My personal opinion is that a milling machine is as good a risk as an un- 
planted crop. If a healthy purchase can be made that machine can operate 
for the good of the coutnry in peacetime as well as war. Manufacturing loans 
are not adequate and they merely keep you from going under a third time. With 
the RFC you must be turned down by two banks before being acceptable. By 
that time you are not acceptable to the RFC, 

Let’s say that by trial and tribulation the small manufacturer can live through 
the above situation, but let me assure you if he does, he is in the upper 10 
percent that didn’t fail. 

He now has to cope with a new problem, the problem of material. Optimis- 
tically, material deliveries are 8 weeks behind schedule. Consequently, every 
effort to obtain material is made. Changing regulations of the M-7 make it 
necessary for the manufacturer to take a terrific financial risk. For instance, 
up to March 30 the ruling read that we could not process any of our items after 
March 31. On March 30 a new ruling was issued permitting us to go ahead 
through April. 

If we order material 8 weeks or more before April and no new regulation is 
issued, we are in the embarrassing position of having to accept material and 
not process it within the law. No small business is in a position to take that 
risk, yet if he does not risk he has no material in case a release is granted. 

Don’t misunderstand me, we were deeply grateful for the release. 

As a small business, the allocation of 50 percent is a death knell. You are 
aware that it is the plus business which brings a profit. Most small manufac- 
turers show pitifully little or no profit. Without the plus business it means 


just plain bankruptcy. 
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Each of these persons, I am sure, as we, want to make every effort to cooperate 
in the defense effort. However, most aluminum manufacturers are metal- 
stamping specialists and this type of contract has not come to the front in 
much quantity. Yet, this is a most important field in the defense program and 
these fields should be kept available for immediate conversion. It will not be 
so if a series of bankruptcies occur wiping out the tremendously important 
production aid to the war effort offered by small manufacturers. 

Mr. Curtis I may say that, if anyone else cares to make a statement 
and have it inserted in the record, we will be glad to have you do that, 
because this written record is just as important, if not more important, 
than the oral testimony we are now receiving. There is just a pos- 
sibility that because we have so many witnesses we may not get to 
every one, and if that is the case we want to insert their written 
statements in the record. 

Some of the committee members have to go back to catch the 6 o’clock 
train back to Washington. 

Now, at this time I want to call upon Mr. Wayne E. Limbocker. 


STATEMENT OF WAYNE E. LIMBOCKER, PRESIDENT’, MISSOURI 
DIECASTING CO., ST. LOUIS, MO. 


Mr. Limeocker. I want to thank the committee for the privilege of 
appearing here today. 

My name is Wayne E. Limbocker. I am president of the Missouri 
Diecasting Co., located at 2312 Dickson Street in this city. We em- 
ploy from 50 to 150 men and have an annual gross sales capacity of 
approximately $1,500,000. We distribute to about 50 customers, most 
of whom operate medium-sized businesses with national distribution. 
I am a member of the St. Louis Small Business Council, which has 
been formed for purposes similar to those of this subcommittee— 
namely, to help the small-business man find his place in the war- 
production effort. 

Our plant has 11 diecasting machines suitable for casting zinc and 
aluminum, Among our facilities are a complete toolroom for build- 
ing dies, and sufficient punch presses, drill presses, and other machin- 
ery for finishing castings. 

We desire to convert at least 20 percent of our facilities to defense 
work and more, if necessary, to serve the war emergency. We are 
anxious to serve in this critical period in every way possible. 

To date, we have been frustrated in every attempt to participate in 
war contracts for reasons which I shall cover. Moreover, we are 
faced with increasing difficulty in getting metal for our normal opera- 
tions and are now operating at below capacity both in production and 
in employment. 

I know that this situation is not peculiar to our particular plant. 
I have been in the diecasting business for many years and I am well 
acquainted with the general structure and problems of the industry. 

There are some 700 commercial diecasting plants in the United 
States. Of these, at least 650 come under the classification of “small 
business.” In St. Louis, all of the diecasting firms are in the small- 
business group. 

Nationally, about 90 percent of the customers are served by these 
small-business diecasters, and they produce some 75 percent of all the 
diecasting work in the Nation. 
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In other words, if the Government ignores these small businesses in 
placing defense orders, it is bypassing 75 percent of the diecasting 
production potential of America, 

Yet, through personal experience, I would say that these small- 
business diecasters have little or no opportunity to secure Govern- 
ment work under the present set-up. At the present time, the metal 
is generally available to them in quantities sufficient to keep them in 
full civilian production. 

As the subcommittee doubtless knows, because of stockpiling, there 
is a critical shortage of zine for civilian production. Even though the 
Government has ordered current allocations based on 80 percent of 
the amount of zinc used in the first 6 months of 1950, most of us are 
unable to get even that 80 percent—for a variety of reasons. .- 

For example, if you bought from a company in the first 6 months 
of 1950, and did not buy from them during the last 6 months, they 
claim you are no longer their customer and will not serve you. Those 
who supplied you during the last 6 months, but not the first 6, claim 
they have no quota for you either. 

In our own situation, the company from whom we bought most of 
our 1950 metal refuses to furnish us metal, because in July 1950 we 
found ourselves with a large inventory and did not buy any metal 
for2 months. When the order allocating zinc came out, this supplier 
claimed that within this 2-month period they had replaced us with 
new customers and would not give us even 80 percent of the quantity 
we purchased during the base period. 

I am convinced some supphers of metal are now serving favorite 
customers and allowing others to go without metal. The are appar- 
ently able to get away with this because, while the Government cur- 
tailed the use of certain metals, it did not make any arrangement 
that would equitably proportion the available supplies among the 
various users. We believe that the suppliers should not just be per- 
mitted to supply the allocated amounts, but actually required to 
furnish the metal to the customers thay had during the base period. 

This, of course, concerns primarily our production for civilian use. 

On the other hand, we have been completely baffled and met a 
dead end on all Government contracts. We have contacted the Ord- 
nance, the Navy, have subscribed to the U. S. Government Advertiser, 
and have secured the bulletins released by the Department of Com- 
merce. Despite all this, we have been unable to find listings of the 
diecasting jobs, because they are usually a small part of a complete 
assembly and not recognizable. In a few instances, we have noted 
diecastings, but were unable to get specifications and plans in time to 
bid. On jobs let by negotiation, we have been aaa to obtain any 
information on the contracts before they were let and have had very 
little luck finding out who got the prime contract until it was too 
late to bid for subcontracts, 

I should like to recommend better classification of defense work as 
well as more efficient handling of specifications and bid information. 
In other words, I suggest classifying jobs as to type, such as diecast- 
ings, stampings, machine-screw work, et cetera, and that this infor- 
mation be made available well in advance of letting time so that we 
‘an get in on the job. 

On the subject of financing, most small diecastingz concerns are 
adequately financed for continuous operation down to 50 percent of 
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their productive capacity, but do not have sufficient capital to face 
a complete shut-down for even a short period. Their margin of profit 
is too small, and the field is highly competitive. Under present 
conditions, some big plants have become alarmed and bid in Govern- 
ment jobs far below cost in order to keep their organizations together 
and hoping to reprice later at a higher figure. Small companies, 
which are the majority in this field, cannot take such losses and have 
lost jobs this way. 

Government contracts, as a rule, require large initial investments 
in tools and dies which are amortized over the life of the contract. 
Banks and other lending agencies hesitate to make loans for this 
purpose, and it appears necessary to get some help along this line. 
This is probably the reason that small-business men are advocating 
continuance of the RFC. 

But financing for retooling doesn’t even enter into our picture at 
the moment. Unless we get some defense work, for which we are 
well qualified, or unless we get the metal allocations to which we are 
entitled at once, we may be forced to shut down our plant within the 
next 2 weeks. 

That will mean displacement of at least 75 families and a loss of 
revenue coming into St. Louis at the rate of about $1,500,000 annually. 

We small-business men are anxious to participate in clefense work, 
but we can’t find out what work is available. We can’t afford 
high-priced agent in Washington to search out prospective business 
for us. What we need is a 5-percenter— without cost. 

There are many jobs a small company cannot do, such as build 
tanks; but there are also many jobs which we can do better and more 
economically and faster than large companies. 

As a small-business man, I know none of us is asking special privi- 
leges. What we want is equal opportunity to compete on a fair basis. 

We worked in World War II. We are equally capable now of 
producing diecastings in our plant for shells, projectiles, communica- 
tion apparatus, airpl: unes, tanks, trucks, engines—all essential to 
our defense effort. We can produce these effic iently and economically. 

Yet, we cannot get Government contracts for such work. 

If we are not needed right now in defense production, then why 
not see that we get our legal and fair share of material so we can con- 
tinue civilian production ¢ 

Right now we are frustrated in our desire to help the war effort, 
unable to serve our civilian customers, and faced with the immediate 
prospect of shutting down our business. For that reason, we are 
appealing for immediate action before it is too late. 

Thank you. 

Mr. Curtis. Thank you very much, Mr. Limbocker. I think some 
of these problems—if you will discuss them with Mr. Bartlett, he will 
go over to the side of the room, and I think he may be able to start 
working on them right now, and start working them out for you. 
This is a real problem and a serious problem. 

Incidentally, it was the basis of the committee’s findings about a 
month and a half ago that produc ed the stay of that-order. 

Do you have any questions, Congressman McKinnon ! 

Mr. McKrynon. I have none. 

Mr. Rreuitman. No questions. 

Mr. Curtis. Thank you very much, Mr. Limbocker. 
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At this time I want to call out of order Mr. John Taylor from 
Kansas City, Kans. 

Will you tell us what business you are with, Mr. Taylor; and, if 
you can, get right to the meat of it, and we will appreciate it. We are 
trying to get through so that everyone will have an opportunity to 
testify. 


STATEMENT OF JOHN TAYLOR, TAYLOR CABLE PRODUCTS, KANSAS 
CITY, KANS. 


Mr. Taytor. Mr. Chairman and gentlemen, my name is John 
Taylor, and my business is the Taylor Cable Products, location, 4014— 
16 State Line, Kansas City, Kans. 

For over 30 years I have manufactured battery cables. In fact, I 
created and pioneered the first replacement interchangeable cable that 
took the place of a great many Toolicctions and saved material that 
way. 

As time has gone on, I have prospered, and then run into this recent 
situation. 

I started this business, as I said, 30 years ago in the basement of my 
home, and inside of 7 years I had an investment in every State of the 
Union and 26 foreign countries. 

About that time, as Jimmie Durante would say, everybody else 
wanted to get into the act, and some of my competitors were more 
successful than others, and they attracted the attention of big business. 

I will give a couple of examples. A company in Cleveland, Ohio, 
was taken over by Auto-Lite, which is owned by the Plymouth-car 
manufacturers. 

Packard was taken over by General Motors, headed by the present 
Mr. Charles Wilson, who reported an income of $600,000-odd last 
year. 

* But, anyway, their influence commenced being felt, and made it 
tough on me, and they moved in for the kill about last September, at 
which time my suppliers quit shipping me battery cables. 

Between then and October, I accumulated orders for about 25,000 
cables that have since died on the vine, because of my inability to get 
materials to fill them. That situation is not favorable to me. 

I then appealed to the National Production Authority for aid and 
help. After working on war contracts, trying to get a war contract, 
in which I was not successful, I thought for a while there was some 
opportunity, because I was receiving some great, big envelopes and 
Lue that cost a lot of money, that listed everything but battery 
cables; and, to save the Government a waste of that kind of money, 
I wrote to the branch in Detroit, Mich., telling them that they wn 
ably had my name on the wrong list, and would they please look up 
my list and correct it. 

That is the most successful letter I ever sent out, because it was 
100-percent effective. They not only took my name off that list but 
they took my name off everything else, and that is the last I heard 
of that. , 

Then I kept on continuing with the National Production Author- 
ity, and as General MacArthur would say, my inquiries were passed 
on, and passed on, and finally they faded away. [Laughter.] 
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Each time I would write in, if I got an answer it would be from a 
different party. I kept on writing, feeling that if I hic enough peo- 
ple, that somebody probably would understand it and take sympathy 
and help me out, but that has not prevailed. The only thing I have 
gotten out of the National Production Authority was an authoriza- 
tion to use 14,247 pounds of copper in the first 3 months of the year. 
I got that authorization about the 2d of February, after starting in 
on it in October. 

I turned that over to my suppliers, and they told me that it was 
merely a hunting license, that it did not provide me with anything. 

Then I tried to get them to give me a directive to make it effective, 
and the only answer I got was that I would have to get « Government 
contract, which I had had the experience with, or use a DO 97. A DO 
97, as I understand, was an MRO order, and that goes back to 
supplies. 

Vell, with me, that would be impractical, because that would be a 
car owner or truck owner, and he would place it with the dealer, and 
the dealer would place it with the jobber, and the jobber would prob- 
ably get an order Vike that by sometime next year. 

Mr. Curtis. So the net result is—— 

Mr. Tayuor. The net result is that I have worked hard all my life. 
My next birthday I will be 70 years old, and it is rather late to start 
in life in a new business, and I don’t like to quit one { am familiar 
with, and I hope God gives you gentlemen here the wisdom, the 
courage, and the strength to do something to get my business out of 
the burial vault that it is now placed in, ae save the other small 
businesses a like fate. 

I will add this: If present discriminations and favoritism of big 
business is continued as it is now being applied under the protective 
cloak of this defense mobilization proposition, all our future genera- 
tion will know about small business is what they will read in their 
history books. 

That is all I have to say. 

Mr. Curtis. Thank you very much for your statement. We are 
deeply interested in your problem, and we feel that that is an example 
of what has been happening throughout the country, and that is what 
this Small Business Committee has been finding out, and it is just 
such information as you have given us here that will enable us to do 
something about it. 

We need the facts and you are giving us the facts. 

Mr. Tayior. I am placed at this disadvantage: All of my sources 
of supply come from big business. I am dependent on big business. 
One concern I have done business with for better than 20 years is 
now giving me 100 pounds of copper cable per month, about $54 
worth, and that pent not even buy the groceries for one employee for 
the same period of time. 

Mr. Curtis. Thank you very much. I believe Congressman McKin- 
non has a question to ask. 

Mr. McKinnon. Mr. Taylor, your procurement office is the one at 
Detroit ? 

Mr. Tayuor. Yes, sir, at Detroit. 
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Mr. McKinnon. So far as you know, you think you are off of the 
complete list on battery cables ? 

Mr. Taytor. I have this experience—— 

Mr. McKinnon. I say, you think you are off the list ? 

Mr. Tayvor. Well, I have not heard from them. 

Mr. McKinnon. I wonder, Lieutenant, will you get in touch with 
your Washington office and have them initiate an investigation to see 
if this man’s concern is off the list, and if he is not on the list let’s see 
that he is put on the list so that he may receive invitations to bid on 
something. 

Lieutenant Fiickrncer. Very well. 

Mr. McKinnon. Then I wonder what Mr. Bartlett has to say from 
the NPA. We will see what he can do on allocation for you. 

Mr. Taytor. I have had several experiences like this. The head of 
the arsenal department, I asked him would it be expecting too much 
to get acknowledgment of the bids when you send them in, because I 
was not hearing anything on what I was putting forth and digging 
up the data to fill out the application, and that would be helpful. 

Mr. McKinnon. He could have mailed you a post card anyway. 

Mr. Taytor. He referred to the gentleman from St. Louis Arsenal 
who was present that day, and he told me to talk to him after the meet- 
ing. I told him, and he said, “Write in the facts following the meet- 
ing,” which I did, and I gave him the bid number and the items I bid 
on, and requested information as to who got the contract and on what 
basis, and he told me that if I sent him that information he would get 
mean answer. I have never heard from him since. 

Mr. Curtis. Mr. Taylor, you can rest assured that your statement 
here will not be forgotten, because that is what we came out here to 
find out about. 

Mr. Riehlman, do you have any questions? 

Mr. Rreneman. No. 

Mr. Curtis. Thank you again. If you will drop over there and see 
Lieutenant Flickinger, she may be able to help you on the one phase 
of it. 

Just a minute; Mr. McCormick wants to answer a couple of the ques- 
tions you raised. 

Mr. Leo McCormick. No, I am sorry, it was not Mr. Taylor that I 
wanted to talk to. 

Mr. Curtis. Iam sorry. That is all, Mr. Taylor. 

Mr. Leo McCormick. I have some questions referring back to an- 
other witness. 

Mr. Taytor. Well, I don’t mind answering a few thousand more. 

Mr. Leo McCormick. Thank you, Mr. Taylor. I just want to an- 
swer these several questions. One had to do with the folks of the Ryan 
Implement Corp., and they were able to provide us with various facts 
that were material on the matter of the black market, which has al- 
ready been sent in to Washington, and it is on its way. 

I wish to comment on the cooperation that the gentleman showed. 

The other two are different problems. One that Mr. Brunner 
brought up, a matter of squeeze under the general freeze regulation 
which was not relieved by the new machinery regulation—I mean, I 
am sorry, I mean the new manufacturing regulation. 

I found that is in preparation and it will be issued within the next 
week, and it will be a general over-all individual relief or adjust- 
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ment regulation that will apply to all manufacturing businesses that 
are exempt from the manufacturing regulations, therefore including 
Mr. Brunner’s case, which is a very intent case. 

The other matter, Mr. Chairman, while I was out of the room I 
understand the retail automobile dealers presented some information, 
and I might say that an industry committee will be announced within 
24 hours for that industry, and the retail automobile dealers will have 
representation on that industry committee, from right here in the 
State, to which all problems can be referred. A meeting of that com- 
mittee has been scheduled in Washington for May 3; these problems 
that were brought up today can well be brought up there. 

Mr. Curtis. Thank you, thank you very much, Mx. McCormick. 
It is gratifying to know that we do get some results. 

Incidentally, I want to state this; that throughout. our hearings 
which have been held over the United States, this is exactly what 
has come out of each one of these meetings, because these govern- 
mental agents who are here with us go to the — and call Wash- 
ington on some of the problems that come up here on the floor, and 
fortunately some of these problems have been solved. 

Our problem, of course, is not the individual one, only so far as 
it represents the larger problem, this matter of black market steel, I 
am particularly happy about that, that we have gotten some specific 
information, and that it is in Washington at this time, because that 
is something that this committee is very interested in cracking down on. 

The next witness will be Mr. Herbert Speckart of the Retail Drug- 
gists’ Association of Greater St. Louis. 


STATEMENT OF HERBERT SPECKART, THE RETAIL DRUGGISTS’ 
ASSOCIATION OF GREATER ST. LOUIS, ST. LOUIS, MO. 


Mr. Sreckxart. Mr. Chairman, being a pharmacist, I have com- 
pounded the following potent facts in capsule form, to be adminis 
tered in small doses. | Laughter. | 

I represent the Retail Druggists’ Association of Greater St. Louis. 
We have a membership of almost 500, and that constitutes about 89 
percent of all of the independent retail drug stores in St. Louis and 
St. Louis County. We also have members within a 100-mile radius of 
St. Louis. 

The defense program : We urge the enactment of congressional bills 
introduced by Representative Patman and Senator Sparkman, which 
provide the small and independent business more participation in the 
defense program. 

Price controls: The Office of Price Administration confuses the 
consumer with their statements on mark-up, margins, and profits, 
To illustrate: a 32 percent markup is not a 32 percent margin because 
of this 24 percent overhead, and operating costs such as rent, light, 
heat, labor, and most increasing of all, taxes, must be paid. This 
usually totals more than 25 percent, leaving a net loss rather than a 
net profit. There are no Federal ceilings on store rents, public utili- 
ties such as electric, gas, telephone, transportation, various service 
charges, et cetera. It is obvious that the retailers are in a squeeze. 

Excise tax on ethyl alcohol: We are opposed to the raising of the 
excise tax on ethyl alcohol to $12 per proof gallon, amounting to a 
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total of $18 per wine gallon. This high tax on medicinal alcohol elim- 
inates the retail pharmacist from producing any medicinal prepara- 
tions requiring alcohol as a solvent and preservative. Hospitals pur- 
chase alcohol tax-free at $0.90 per gallon. Manufacturers use the so- 
called draw-back privilege, ucing their cost to $5.73 per gallon. 
The pharmacist is compelled to buy the finished products because he 
would be required to purchase an occupational tax stamp in the sum 
of $25 to $100 for the privilege of applying for the draw-back. It is 
also difficult because of the burdensome red tape connected with the 
securing of this tax stamp. 

State fair trade laws: Missouri, being one of the three isolationist 
States in not having a fair trade law, we believe it is partly due to 
the opposition by certain Federal agencies. We object to these agen- 
cies intervening in suits by the opponents of existing fair trade laws. 
These opponents of the existing fair trade laws seek to destroy these 
laws and annihiliate small retailers. It is common knowledge that 
only 5 percent of the merchandise sold in department stores and super- 
markets are fair traded in those 45 States that have fair trade laws. If 
they wish to pass on to the consumer the savings which they claim by 
their so-called efficiency, they could do so with the other 95 percent 
of the merchandise. 

Police powers over professions: We favor the enactment of the 
new and revised Humphrey-Durham bill, known as Senate bill 1186 
and H. R. 3298. The enactment of this bill will clarify the confusion 
now existing in labeling and dispensing of dangerous drugs and in 
the compounding of prescriptions. We believe that the profession 
charged with the responsibilities of rendering efficient service to the 
sick and afflicted should be permitted to do so with a minimum amount 
of regulations from agencies of the Federal Government. State laws 
and regulations by boards of pharmacy of the individual States can 
control the small percentage of irregularities. 

Taxation: A definite plan should be worked out between the Federal 
and State agencies whereby— 

1. All retail sales tax should be reserved for the exclusive use of 
the individual States. Any Federal retail excise taxes now in force 
should be transferred to the manufacturers. 

2. Cities, counties, and States now assessing income taxes should 
repeal them and thus give the Federal Government the exclusive 
use of this type of revenue. The taxes which these cities, counties, 
and States now receive is small, anyway. 

3. Enactment is urged of H. R. 16, by Representative Boggs, creat- 
ing local boards to provide speedy inexpensive settlement of tax dis- 
putes. 

Magazines: We are 3% ag to the present system of block booking 
of magazines by publishers. This compels distributors to accept a 
ton of printed rubbish to obtain a few copies of good, clean magazines. 

We continue to go on record as being opposed to socialized medicine, 
and also this new method by which the proponents of socialized medi- 
cine try to get the same objective in degrees, I mean, by subsidies, as, 
for instance, various types of socialized medicine. 

We also wish to call your attention, Mr. Chairman, to the law that 
is now on the statute books, written by Mr. Patman, the chairman of 
this committee, known as the Robinson-Patman Act, which has been 
working very well for the benefit of all people, and which has been 
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repeatedly attacked, and there have been a number of instances where 
it has been circumvented—and the Robinson-Patman Act is something 
as simple as the Ten Commandments; it allows a manufacturer to 
treat everybody alike, and it compels him to treat everybody alike 
but recently Senate bill 1008 was passed by both Houses, and vetoed 
by the President. This particular bill I think, was not: clearly under- 
stood by Congress, because it had the label of a freight basing bill. 

However, the main objective of it was to shoot a lot of loopholes 
into the Robinson-Patman Act, to allow chiselers to get around the 
law, so that they can make a special price to different people, and give 
them different discounts. It was based on the theory that if a man 
violating this particular act was doing so in good faith, in order to 
meet competition in a particular district, why, he would not be prose- 
cuted under the law. 

Again, there is another bill similar to 1008, that has some new fea- 
tures in it, but the theory is just the same. We believe there is no more 
potent opposition in Congress that can help block this bill, so it won't 
even get to pass the House, and that is the Small Business Committee 
of the House and Senate, and we will thank you very kindly if you will 
make it your business to watch this particular bill anc do everything 
you possibly can to advise your colleagues of the danger of this par- 
ticular bill, because I really believe—I know our own Missouri Senator 
voted for it. 

That is all I have to say, and if there are any questions you would 
like to have answered, I will be very happy to answer them. 

Mr. Curtis. Thank you very much for bringing your problems to 
our attention. There are many of them there, and I assure you that 
we will give them serious consideration and study. 

Mr. Dean Gardner of the Statistical Tabulating Co. 





STATEMENT OF DEAN GARDNER, REPRESENTING STATISTICAL 
TABULATING CO., ST. LOUIS, MO. 


You may proceed, Mr. Gardner. 

Mr. Garpner. Mr. Chairman, my statement has been timed at 4 min- 
utes and 40 seconds, which I hope will be of interest to you. 

Mr. Curtis. That is fine. Go ahead. 

Mr. Garpner. My name is Dean Gardner, and I represent the Sta- 
tistical Tabulating Co. 

Our company is a business service organization engaged primarily 
in rendering punched-card tabulating services to private business and 
Federal, State, and local government. We employ approximately 500 
people and operate offices in the cities of St. Louis, Chicago, New York, 
«nd Newark. 

On the morning of March 15 of this year, at Government request. 
one of our representatives visited the Army Finance Center at 430° 
Goodfellow Boulevard, St. Louis, for the purpose of discussing the pos 
sibility of our company key-punching and verifying approximately 
four and a half to five million tabulating cards concerning military 
pay records. Our representative was told that to date this headquar 
ters had not been authorized to contract for the work, and that at 
this time they simply wanted to determine if our company would be 
interested in submitting a bid to do all, or any portion of the work in- 
volved between a then unknown starting date and a completion date 
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of May 15, 1951. Our representative was further informed that our 
competitor, the International Business Machines Corp., had been given 
all particulars concerning the work desired, but that in an attempt 
to save time, they would temporarily refrain from giving us these de- 
tails until authorization to proceed with the contract was received 
from Washington. 

With this information our representative returned to our St. Louis 
office to discuss the project with his superiors. 

At 3 p. m. the same afternoon, our representative telephoned the 
Finance Center and gave Capt. J. R. McCreight the following in- 
formation : 

1. That our organization would welcome the opportunity to submit 
a bid on the work in question. 

2. That more than likely we could handle between 50 and 75 per- 
cent of the job in question; however, before we could commit our- 
selves to all or any portion of the work, we would have to be given 
the details concerning the work and know the date we could com- 
mence key-punching. 

Captain McCreight assured us the information would be passed 
on to his superiors, and asked that we stand by for word from them 
which he anticipated would be received the following day, March 16. 
We phoned Captain McCreight on Friday, March 16 and Monday, 
March 19, and on each occasion were advised that they were still 
waiting for approval from Washington. On March 20 we phoned 
Captain McCreight again, and this time were informed that two em- 
ployees of the center had just left for Washington to secure the long- 
awaited approval to contract the work out. On March 22 we called 
Captain McCreight again, and were informed that the contract had 
been awarded to the Sehmaatienad Business Machines Corp., by the 
Chief of Management Division, Office of Chief of Finance, Washing- 
ton. D. C. 

We have subsequently been told that our competitor was awarded 
the contract because they stated that they fe handle the entire 
job if permitted to distribute the work to over 20 different offices 
throughout the country. We were not told that in order to have our 
bid considered, we would have to agree to handle 100 percent of the 
work, and we see no reason why such a contract could not be divided 
between two or even more organizations. If given 50 to 75 percent 
of this contract we would have processed the work in one or two offices, 
whereas our competitor presumably is now distributing a comparable 
portion of work to some 10 to 15 different offices throughout the 
country. 

We feel our organization has been mistreated in this case, and that 
perhaps the Army Finance Department is now paying an excessive 
price for services as a result of its refusal to accept and consider a 
competitive bid. If at all possible we would like to salvage a portion 
of this work for our company. In addition to this, we would like 
some assurance that we will be given an equal opportunity to bid 
on similar work which may arise in the future. 

Thank you. 

Mr. Curris. Thank you very much, Mr. Gardner, for a very cleur- 
cut statement and presenting to us a very specific problem. 

[ can tell you right now that that is contrary to policy, and I am 
going to ask Mr. Dalmas, as I know he will, to investigate this specific 
case, and I can assure you that action will be taken. 
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Thank you again for your fine statement. 

Mr. Garpner. Thank you, sir. 

Mr. Curtis. We will next call Mr. Charles J. Swarthout of the 
Associated Petroleum Retailers. Is Mr. Swarthout here? 

(No response. ) 

Mr. Curtis. Then we will go on to the next witness, Mr. R. O. Boggs, 
Sanitary Equipment Manufacturing Co. 


STATEMENT OF R. 0. BOGGS, PRESIDENT, SANITARY EQUIPMENT 
MANUFACTURING CO., INC., ST. LOUIS, MO. 


Mr. Boees. I have made this brief purposely. 

Mr. Curtis. Thank you. 

Mr. Boges. My name is R. O. Boggs, and I am president of the 
Sanitary Equipment Manufacturing Co., Inc. We manufacture sheet- 
metal products of all kinds, principally restaurant equipment, water 
coolers, and shelving. 

We find it extremely difficult to obtain Government contracts at a 
fair margin of profit due primarily to the fact that so many small in- 
experienced companies are bidding on these contracts and apparently 
are not experienced in the handling of Government contracts, and are 
not familiar with their costs. We feel that these contracts should be 
given to companies who have had experience in manufacturing similar 
items and at a price that will warrant a fair margin of profit. 

Essential civilian supplies: There has not been sufficient time elapsed 


‘to accumulate DO-rated orders from our customers to pass them on 


to our suppliers of basic materials. This has worked a hardship on 
most small businesses in securing materials for their regular products. 

Searce materials: We have been able to secure reasonably prompt 
deliveries of scarce materials when DO ratings are furnished. As 
you know, warehouses and mills dealing in stainless steel, copper, and 
other raw materials will not deal without a DO rating. 

Financial assistance: Most Government contracts call for a per- 
formance bond on contracts of a stipulated amount. When such a 
bond is furnished by the prime contractors, we are told that the banks 
will not make a loan because it gives the bonding company prior lien. 
We are told by the RFC that they will not consider making a loan to 
any company which is currently indebted to a bank. We would like 
to know if there is any way that a small business can secure financial 
aid to complete Government contracts. 

Plant utilization: Our plant is capable of producing better than 
$50,000 worth of equipment per month, and we have personnel to 
supervise this kind of production if we can secure the financial aid 
necessary. 

Retail and wholesale distribution: We sell at the wholesale level to 
restaurant-equipment dealers and ice-equipment dealers, through 
manufacturers’ representatives. This does not offer any problem 
to us. 

Effect of price controls and rationing: These items do not offer 
problems yet, as we increased our prices prior to January 1, 1951, to 
compensate for increase in material and labor cost. 

The problem that concerns us mostly, as I have mentioned, is ob- 
taining financial assistance to produce the volume of Government 
business which our plant and personnel are capable of handling. 
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Mr. Curtis. Thank you, Mr. Boggs. May I ask you what your 
opinion of the continuation of RFC is? Of course, that is set up 
to handle some of these financial problems; is it not? 

Mr. Boces. That is my opinion, and my opinion is this: That the 
RFC, if it were to function as originally intended, I think it would be 
a wonderful thing, but I don’t think it has functioned within its 
bounds. In other words, from what we read, and from what 1 have 
learned, if we have an entree to the RFC we can get assistance, but 
without that entree we are stopped. 

Mr. Curtis. Mr. O'Donnell ? 

Mr. O’Donnewt. Yes, Mr. Congressman. 

Mr. Curtis. I wonder if you would care to make a statement as to 
what the RFC is ready to do for small business! You might take over 
the microphone here. 

Mr. O’Donnewt. Mr. Boggs, I regret that I was out of the room 
and coming in I just caught part of your statement with respect to 
the financing of facilities, I would like to discuss that with you a 
little more fully in detail, but at the moment I want to make a general 
statement with respect to the RFC. 

No. 1, I want to take emphatic exception to your remark that you 
have to have an entree in order to do business with the RFC. You 
have read a few things in the newspapers, it is quite true. 

Mr. Boaes. I have qualified my statement. 

Mr. O’Donne uw. Because that, as a matter of actual fact, is not 
true. Literally thousands of small-business men across the Nation 
have been greatly benefited by the activity of the RFC, and never one 
word occurs about it in the newspapers or makes any of the headlines. 


The RFC is res today, and your agency is located right here 


in the city, in the Arcade Building, and Mr. Charles Alexander is 
the manager and was introduced to you earlier. 

I think one point 1 ought to stress is that today the RFC is operating 
wnder a peacetime lending authority as distinguished from the very 
broad powers it had during the last World War. There are definite 
congressional or legislative limitations on our powers. 

However, under the Defense Production Act there are several facets 
for obtaining financial aid from the Government, and if the small- 
business man in this area has any difficulty, I suggest that he approach 
the RFC, for several reasons. First, we will find out whether it is 
possible to do anything under the peacetime authority under which 
we presently operate. if we cannot do it there, the experts in the St. 
Louis office are thoroughly familiar with all of the other facets of 
Government financing for the small-business man, and can very ably 
assist you in proceeding in whatever method would solve the par- 
ticular problem. 

Mr. Boces. How long has this been in effect?’ When was the policy 
changed. I have contacted the RFC three times within the last year 
or 18 months, and they would not even consider my application, for 
the simple reason that I am indebted to a bank to the extent of four 
seRNe thousand dollars, and they just say that they will not bail out 
a bank. 

Mr. O’Donnetu. One of the things in financing is that we are pro- 
hibited from making loans—— 

Mr. Boeas. It is not available, I mean, when I have Government 
contracts that require $35,000 or $40,000 worth of financing to com- 
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plete them, the banks will not go to that extent, for the simple reason 
that we must have a bond to complete them, and they are put in the 
position of asecond lien. 

Mr. O’Donneti. At the moment, the RFC loan has to be fully 
collateralized. I cannot go into the peculiarities of your particular 
case, but I want to point out that we fully recognize that the small- 
business man is having difficulties in obtaining financing for his con- 
tracts today, and to that end a very strong recommendation has been 
made through channels to the President. I am thinking of the mo- 
bilization head. Charles Wilson, Defense Administration, has al- 
ready approved it, and today that recommendation is being considered 
by the Bice of the Budget. 

It was only 2 weeks ago that Mr. Patman, as chairman of this 
committee, wrote a very strong letter of recommendation asking for 
as y execution. This will have the effect of permitting RFC to 
make’ commitments, if it is signed by the President-to make com- 
mitments to finance Government contracts predicated upon their re- 
ceipt of a contract, so it does place the small-business man in the 
position of going to the Military or Defense Departments and saying, 
‘T am assured of financing,” and then to attempt to get the contract; 
as distinquished from the way it is today, without financing, no con- 
tract, and without a contract, no financing. 

Mr. McKinnon. Mr. Boggs, if you have an individual problem, I 
suggest that you take it up with Mr. O’Donnell outside. We have 
got several more witnesses that we want to get to this afternoon, and 
we have to call a halt at 5 minutes to 5 in order to make our trains. We 
have a show every day, and tomorrow we will be in Little Rock, and 
some of us have to get going. 

Mr. Boces. Thank you. I made it brief on that account. 

Mr. McKinnon. I might say, Mr. Boggs, that we had several 
small-business witnesses in New England testifying last week that 
the RFC saved their lives, and that without RFC they would not be 
alive today, and if it will fit there we can make it fit in other places. 

Mr. Boaes. I wish you would give me the name of one so we can 
see how they did it. 

Mr. McKrxnon. Maybe Mr. O’Donnell can tell you. 

Mr. Boees Thank you. 

Mr. McKinnon. Well, we have several witnesses, and in fairness to 
each one, so each one can state their problem, on the next four I am 
going to be forced to ask that each man give his statement to the 
reporter, and come to the point right away as to what his specific 
problem is, and we will see what we can do. 

In the closing minutes, if anyone else has a statement they would 
like to make, if it is in writing, you give it to me, and we will get it in 
the record so that our committee can take it up, and study it when we 
get in to Washington. 

Your statement does not necessarily have to be made verbally to be 
considered. We are going to study this record and act on it. 

Now, the next witness we have is Mr. J. W. Stevens of the Inde- 
pendent Retail Grocers Association. 

Would you care to submit your testimony in writing, and make any 
pertinent points that you may have ? 

I understand that Mr. Stevens is not here. Well, the record will be 
open for submission, we will make that space available to Mr. Stevens 
at a later time. 
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We will next call upon Mr. Fred Wallace of the Maplewood 
Products Co. 2 


STATEMENT OF FRED WALLACE, SALES MANAGER, MAPLEWOOD 
PRODUCTS CO., INC., ST. LOUIS, MO. 


Mr. McKinnon. You may proceed, Mr. Wallace. 

Mr. Wattace. I will go over this very briefly. 

We are primarily in “the chemical business, and manufacturing a 
cleaning solvent for the automotive and aviation industry, known as 
a carbon-remov ing compound. 

This product is being used in the repairing of automotive and avia- 
tion parts, particul: rly in the removing of “arbon, hard baked-on, 
greasy deposits, and grease. 

There are a number of ¢ leaning solvents on the market, such as kero- 
sene or distillates, or some of these other types of solv ents which will 
not touch the deposits, and they must be removed by this type of 
onnpoune, 

We are faced with a critical shortage of containers, steel containers, 
and also of methylene chloride, whic h isa paint remover. 

About 3 years ago we developed this formula which, to our belief, 
is the best on the market, with the fastest-acting and most thorough 
cleaning product of this type on the market today. 

We chose methylene chloride 3 years ago to use in our formula, 
because it was in plentiful supply, and the manufacturers were beg- 
ging us to buy their product. We worked this material up to where 
we were quite some users, and in 1948 we used approximately 340,000 
pounds of this material which, to the industry, was quite an item at 
that time. 

In 1949 we used approximately 270,000 pounds; and in 1950 we used 
approximately 370,000 pounds. 

Now, that is only a small portion to make up our finished product. 

In October or November of last year we were informed that this 
material was going on an allocation basis, that we were going to be 
allowed some six 50-gallon drums per month, which is a very small 
percentage of our requirements, needing 40 drums of this material, 
or 27,000 pounds per month, to meet our barest. break-even point in 
our operation. 

During the month of January of this year we had received six 
drums, or approximately 3,000 pounds, or 3.500 pounds, and this was 
not enough to keep our tanks wet. 

We continued to call the National Production Authority office, in 
the Chemical Division, and asked for some immediate relief; also con- 
tacting the only manufacturer of this product, the Dow Chemical Co. 
and we asked them for some relief until we could make some sort. o 
a change. 

This material was being manufactured by several other companies, 
but there are two different grades, a technical grade under M-21 issued 
in January of this year, ‘which we are not allowed to use in our 
material. 

The paint-remover grade, which we use, we are not restricted in 
using it, but the only company now making that is the Dow Chemical 
Co. The rest of the companies have changed to the technical grades 
only, so we are at the mercy of the Dow Chemical Co. and the National 
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Production Authority. There is no one else we can appeal to any fur- 
ther than the NPA board, who, on my recent visit to Washington, told 
me if I would obtain a directive from any other business, or any other 
subcommittee, that it would have to go through the NPA Chemical 
Division for approval. 

We, in a very small business, have contracted to one of the large 
automotive companies to manufacture their cleaner, who take 90 per- 
cent of our sucdineticn. 

Yesterday, or Friday of last week, we were informed that we could 
not supply their needs, and we should give them further notice as to 
how much we could supply per month, and that they would have to 
change its sources of supply to a company which could guarantee 
them delivery. 

Now, this chlorinated solvent, this methylene chloride, to dur know!l- 
edge, we are the only one using this particular chlorinate. All chlo- 
rinates are scarce today, although we have tried to change to several, 
we find that they are being used or under allocation. 

We have no previous buying experience for methylene chloride and 
some of the other materials which we could possibly get an allocation 
of. 

Now, our competitors are not at this time, to our knowledge, suffer- 
ing any material shortages, whereas they have a backlog of back 
orders. We have a backlog so far that our company, which we supply, 
was in our office this afternoon picking out the orders which we cannot 
fill, and turning them over to another company. 

I appealed to the National Production Authority Board, and I 
went to Washington, and I went to the Bus and Transportation Com- 
mittee of NPA, the Small Business Procurement Section of NPA, 
and I have asked for relief from everyone in Washington that I con- 
tacted. 

Mr. McKinnon. What did they tell you? 

Mr. Wattace. Well, it seemed to be that everything went back to 
the Chemicals Division. And Mr. Joe Bates’ assistant and Mr. Joe 
Bates are very familiar with our condition, and they know that we 
have a very small capital, and that we are being forced out of business. 
We have been pleading with them to give us enough material to meet 
our break-even point. We do not want to make a profit, until such 
time as we can change over into some other business or obtain some 
other chlorinated solvent which would work into our formula. 

But we keep getting the same situation back, that they will give us 
some relief. 

Now, I have gotten some relief of 30 drums of materials during 
the month of March, after pleading by many telephone calls, tele- 
grams, and letters going to the NPA, I received a directive to pur- 
chase approximately 30 drums of material. I get a letter back that 
unless I will definitely state that we are going into some business, some 
other business, that they cannot give us further help. 

Mr. McKinnon. Yours at the present time is not a defense order 
business, is it? 

Mr. Wattace. No. We do not have defense orders. 

Mr. McKinnon. And I understand from this correspondence you 
have submitted in the record that the war effort has taken a lot 
of this material for demoth-balling ships and other things. 

Mr. Wauuace. That is correct. 
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Mr. McKinnon. If they don’t have it—— 

Mr. Wautace. It seems that when we get so desperate as we did in 
the past 2 weeks, with the number of telegrams and letters to the 
Chemical Industrial Division, we do get some relief, but it is always 
at the very last moment. 

For example, we now have a directive on the way to us, I under- 
stand, through a teletype, for 30 additional drums. 

Mr. McKinnon. How long will that keep you at the break-even 
point ? 

Mr. Watiace. That is not enough for 1 month’s break-even point. 

Mr. McKinnon. Is your competitor or your competitors operating 
in defense orders ? 

Mr. Watxace. To our knowledge, the majority are operating for 
civilian needs. 

Mr. McKinnon. They are getting their supplies and you are not 
getting yours? 

Mr. Wau.ace. That is right. Of course, they are using other 
materials but they are using chlorinated solvents. 

Mr. McKinnon. Thank you, sir. We will take this up when we 
get back and see what can be done. I don’t know whether we can 

1elp you very much or not, but we will certainly do our best. 

Mr. Wattace. May I add this for the record, we have endeavored 
to go into the woodworking-business, feeling the need for lumber prod- 
ucts to fill in with the war effort, and we have contacted many of the 
war contract plants in this area, trying to obtain some of the wood- 
working business, and we find that they either have defense contracts 
and they have not gotten the go-ahead signals to begin on them, or the 
larger companies, they are using their plants to their capacity before 
they let out the subcontracts. 

So we are filling in with very small orders on woodworking, trying 
to keep our doors from closing, and we have tried everything that is 
— to try to ktep this operation going. Our overhead is not too 

1igh, but it just seems like we cannot get enough to do anything with; 
until we make some sort of change, and we feel that it was not the idea 
of Congress nor of the military, to absorb all the various types of 
materials and force small] businesses out of operation. 

Mr. McKinnon. Our intent is to help the small people keep alive. 

Mr. Bartlett, will you meet with Mr. Wallace and see if there is 
anything that can be done to help keep this man in business and keep 
him going? 

Mr. Barttertr. I will be very glad to. 

Mr. McKinnon. See what can be done in that regard. We will 
study the record when we get back to Washington. 

Mr. Wallace’s statement may be placed in the record at this point. 

(The document referred to above is as follows :) 


STATEMENT OF FRED R. WALLACE, SALES MANAGER, MAPLEWooD Propucts Co., INc., 
Sr. Louis, Mo. 


I would like to thank you for the opportunity of appearing here today to bring 
to your attention the problems presently being experienced by the Maplewood 
Products Co., Inc., of which I am sales manager. : 

Our company has been manufacturing a cold parts cleaner commonly referred 
to in the automotive and aviation industry as a carbon removing solvent, since 
August of 1945, which is the only product we manufacture. 

The present officers of our corporation developed and produced the formulas 
used in its product, and we have grown substantially throughout the years from 
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a very meager beginning. Many, many thousands of dollars have been spent 
during the past year for research and development, advertising and promotional 
endeavors as well as traveling and sales expenses to increase the merit of our 
product, to gain its acceptance and recognition in the automotive field in 
particular. 

During the past 3 years, we have been supplying one of the very large parts 
manufacturers in the automotive field with our product under their private label. 
They, in turn, distribute this product through their warehouses, jobbers, dealers, 
and repair shops in every State in the Union. They, of course, have spent a 
terrific amount of money for the promotion of this product which has resulted in 
a splendid acceptance throughout the automotive field. 

Also, during the past 3 years, our product has been tested, approved, and 
recommended by one of the largest automobile manufacturers. Several other 
automobile manufacturers have also tested our product and have found it entirely 
satisfactory for use by repair shops during their replacement of parts and over- 
hauling of combustion engines and allied parts. Proper cleaning, of course, helps 
conserve the use of new materials for the war effort by making old prrts usable. 

In order that you may understand a little more about our product, I would 
like to point out that it is used in automobile repair shops and garages to remove 
the carbons, gums, dyes, and baked-on oil and grease deposits from carburetors, 
fuel pumps, pistons, hydraulic brake parts, cylinder heads, etc., during the repair 
and overhauling of combustion engines. I might point out here that it is neces- 
sary when rebuilding or replacing parts in the rehabilitation of combustion en- 
gines, that the afore-mentioned deposits be removed first so that the new parts 
will fit properly and the main source of trouble caused by these deposits pe 
eliminated. 

For your information, the ordinary solvents such as gasoline, kerosene, etc., 
will not remove any of the heavy baked-on carbon, gums, and sludge deposits 
from these parts. Therefore, the necessity for a product such as ours has been 
established in the past, and is becoming more and more essential since the ob- 
taining of new parts by the repairman in the field is becoming more difficylt 
daily to say nothing of the increases in the prices of these parts. The continu- 
ance of the present emergency in the coming months will make it necessary that 
the old parts be repaired in preference to the replacement by the use of new 
parts for reasons outlined. 

Our problem is one of lack of raw materials; namely, steel containers and a 
chlorinated solvent known as methylene chloride, paint remover grade. In the 
case of containers, it has become more difficult each month since last fall to 
obtain any semblance of steady flow of containers for our requirements, which 
situation, we are told, is due to the terrific requirements of the defense program. 
We have carload purchasing experience during the past years with four of the 
largest manufacturers of these containers, but have only been able to secure small 
quantities of containers from one of these. We have been able to operate up 
to this time through the cooperation of one of the representatives of one of the 
largest manufacturers of steel containers who has secured us several hundred 
containers on numerous occasions. 

So much for steel containers. 

The real and most difficult problem is the securing of methylene chloride, paint 
remover grade. For your information, we purchased approximately 340,000 
pounds in 1948, approximately 270,000 pounds in 1949, and approximately 370,000 
pounds in 1950. Our minimum monthly requirements of this material to make 
up a finished product to meet our break-even point in operations is approximately 
27,000 pounds. We have received approximately 27,495 pounds since the Ist of 
January of this year. You can, therefore, readily see that we have barely re- 
ceived enough of this material to keep our tanks wet, and certainly not enough 
to come near our barest requirements. 

At this time, there is only one manufacturer of this material, paint-remover 
grade, in the United States, to the best of our knowledge. This is the Dow 
Chemical Co., of Midland, Mich.; the Belle Alkali Co., of Belle, W. Va., manu- 
facturing technical grade only. Even though we were considered a large user 
of this material during the past 3 years, having bought a number of times in 
tank carload lots from Dow and Belle Alkali, we find ourselves in a position 
where we do not have any kind of an allocation whatsoever from the Dow 
Chemical Co., since they advise us that their entire production is going to the 
defense program and, since we are not in a position to furnish them with DO 
ratings, they cannot supply us any of this material at all. 

Before going any further, I would like to point out at this time that we 
have checked the possibility of using other chlorinated solvents in our for- 
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mula, but in the case of several we find that the possibilities of obtaining them 
would be as bad as we are presently experiencing with methylene chloride, 
paint-remover grade, for two reasons: First, it is being used to the extent of 
its production by the defense program in one way or another; second, we do 
not have purchasing experience in the past years which would get us in on the 
allocations being allotted by the various manufacturers. 

For your information, the NPA issued an order designated as M-—21 in 
January of 1951, covering the regulations and uses of methylene chloride, both 
technical and paint-remover grade. This order restricts our company using 
the technical grade of methylene chloride but does not restrict us from using 
paint-remover grade. 

Since the defense program is taking up the entire production of both grades 
of methylene chloride, and since we are not in a position to secure ratings for 
our purchase orders of this material, and though we have tested other materials 
which we might substitute, and are unable to use them for reasons outlined 
previously, and further, due to the small capitalization of our company which 
has been strained to the breaking point during the past 4 months, while we have 
not secured anywhere near our requirements of this material, we are facing the 
prospects of having to go out of business in the very near future unless some 
consideration is given us immediately in the way of relief. 

I should like to outline the steps our company and its officers have taken 
during the past 4 months to small avail, to get at least enough material to meet 
our break-even point so that we can stay in business until such time and the 
military requirements are eased somewhat or that we are able to find some 
substitute as a result of our research work along these lines: 

On December 30, 1950, we wrote a letter to the Chief of the Chemical Branch 
of the National Production Authority, explaining our problem to them in detail. 
On January 3, 1951, we followed up this letter with a telephone call to the NPA 
and pleaded with them to get some process in the making whereby we would 
receive some allocation of nethylene chloride, paint-remover grade, so that we 
would be able to stay in business. We were advised by Mr. Joseph Bates, Chief 
of the Chemical Branch of NPA, that to his knowledge, most of this product 
being manufactured was being used by the military to strip paint from military 
aircraft, ships, and tanks, ete. He suggested, however, that he might be able 
to give us enough of this material to meet our break-even point in the sales of 
our finished product for a period of 90 days, and advised us to find some sub- 
stitute material to use. We assured him at that time that we were investigating 
substitute materials and would continue to do everything humanly possible in 
the way of research and development work to try to find a suitable material for 
substitution. As a result of this conversation, we received an allotment of 
3,510 pounds in the early part of January. Later in January we received another 
shipment of 8,775 pounds as a result of many more phone calls, wires, and letters 
to the NPA and to the Dow Chemical Co. No DO’s or directives were issued to 
secure this material, which amounted to less than one-half of our barest require- 
ments for the month of January. 

During February more telephone calls, letters, and telegrams were sent to 
the NPA and the Dow Chemical Co. and we made several calis in person to the 
Department of Commerce office in this city, at which time we outlined our prob- 
lem both orally and in a letter to Mr. Clyde Miller. However, we were unable 
to receive any nethylene chloride, paint-remover grade during the month of 
February 1951. However, we did receive a letter from the NPA dated February 
26, copy of which is attached (designated letter February 26, 1951). 

In connection with the first paragraph of this letter, I would like to point out 
that we have not been on a direct-contract basis with the Dow Chemical Co., 
since the major portion of our purchases during the past 2 years have been from 
a local chemical distributor who is under direct contract to the Dow Chemical 
Co. of this product. We have, however, purchased in tankcar and carload drum 
lots directly from the Dow Chemical Co. in the past. 

On March 8 we received another letter from the NPA, copy of which is also 
attached (designated March 3, 1951, letter). 

This letter containing a DO—45 was received by us on the 9th of March, and 
our order was immediately placed with the Dow Chemical Co. and shipment 
was received in about 15 days. 

On March 19 through March 21 I made a trip to Washington, D.C., and made 
a number of calls on the various branches of the NPA as well as the Small Busi- 
ness Procurement Division in that city. I had a lengthy discussion with the 
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Transportation Equipment Division and was advised by Mr. Frank Bennett of 
the Chemical Division of NPA to use every effort to obtain DO-97 orders from 
the repair shops who use our product, which would enable us to secure the neces- 
sary amounts of methylene chloride, to supply such rated orders. He also ad- 
vised us that this material was being used by the military and the film industry. 
He advised us, however, that he would again review our situation to see what 
he could do to give us some additional relief. 

Upon my return to this city, I confirmed our conversations by letter and re- 
ceived a letter from Mr. Bennett on April 3, which is attached (Gesignated letter 
April 2, 1951). 

Upon receipt of this letter, I contacted Mr. Bennett by phone to confirm our 
opinions regarding this letter. Our chemist has been working very hard with 
every substitute chemical which has any possibilities whatsoever to try to come 
up with some alteration in our present formula, and has tried the solvent recom- 
mended by Mr. Bennett, which he hard forwarded to us from Belle Alkali Co. 
of Belle, W. Va. 

In the meantime, we have endeavored to get into the woodworking business 
and chose this field because we felt there was a need for lumber products. Along 
these lines, we checked the lists of manufacturers who had received defense con- 
tracts and made either personal calls or inquiry by mail, soliciting the wood- 
working portions of their contract, which they might require, such as boxes, 
crates, pallets, skids, etc., and have had a little success along these lines, 

However, this takes considerable time and is just like starting in a new busi- 
ness and we cannot take care of our overhead until it reaches a sizable proportion 
of our source of income. I hope that you can see from this information, that 
we are trying desperately to hang on to our business. We must, however, re- 
ceive our minimum requirements of methylene chloride, paint-remover grade, 
during the next 4 or 5 months, until we can make some sort of change or the 
situation eases whereby this material becomes more readily available. 

I cannot believe that all of our efforts throughout the years will go to waste 
or that it was the intentions of Congress or the military to confiscate small busi 
nesses because of the present conflict. 

Incidentally, the writer has just received a call from our customer whom we 
have serviced to the extent of approximately 90 percent of our total production 
during the past 3 years, advising us that unless we give them some definite in- 
formation as to what shipments we will make during the coming months, they 
will be forced to turn their requirements over to one of our competitors who is 
in a position to supply them at this time. 

Such a thing, of course, would fold us up very quickly. 

In closing, I hope that you gentlemen will see and realize the desperation of 
our situation and that you will be instrumental somehow in bringing about some 
immediate relief. 

I thank you very much for your time and courtesy. 


DEPARTMENT OF CoM MERCE, 
NATIONAL Propuction AvuTHortiry, 
Washington, February 26, 1951. 
MaApPpLewoop Propvors Co., Lve., 
St. Louis 17, Mo. 

GENTLEMEN: We acknowledge your letter of February 19, and your telegram 
of February 23 and wish to state that the Dow Chemical Co. has informed us that 
over 90 percent of their methylene chloride, paint remover grade, is being deliv 
ered on DO orders. It is due to this condition that they are unable to ship large 
quantities of methylene chloride to concerns who do not have a contract with 
them. It is also difficult for us to direct them to ship to other than contract 
customers, when we know their own contract customers are getting very little 
of their contract committments. 

We would like to suggest that you try Belle Alkali Co. at Belle, W. Va., and the 
Ansul Chemical Co. of Marinette, Wis. 

The de-moth-balling of ships and planes is taking a tremendous quantity of the 
paint remover grade methylene chloride. How long this will-last is hard to say. 

Very truly yours, 
Frank E, Bennett, 
Industry Operetions Bureau. 
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DEraRTMENT or Com MERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, March 1, 1951. 
MaAPLEWwoop Propucts Co., INc., 
St. Louis 17, Mo. 

GENTLEMEN : This will acknowledge your telegram of February 28, 1951. 

We have put through a request for a DO order for you to purchase 15,000 
pounds of methylene chloride from the Dow Chemical Co. You should be hearing 
from another division of NPA in the very near future. 


Sincerely yours, 
Frank E. Bennett, 


Industry Operations Bureau. 


DEPARTMENT OF COMMERCE, 
NATIONAL PropucTion AUTHORITY, 
Washington 25, April 2, 1951. 


MAPLewoop Propucts Co., INc., 
St. Louis 17, Mo. 


(Attention Fred R. Wallace, sales manager. ) 


GENTLEMEN : This is in reply to your letter of March 23. 

We have learned that the Belle Alkali Co. have some material in reasonable 
supply that might possibly meet your requirements and we have suggested that 
they forward a sample to you for your investigation. 

When you called on the writer in Washington a week or so ago, we were left 
with the distinct impression that if we were able to make a reasonable amount 
of methylene chloride available for your use, it would give you lead time to enable 
you to get into production in some other product not requiring such critical 


material. 
Your letter does not indicate that you are still in this frame of mind and you 


must realize that in the absence of DO orders, it is going to be impossible for us 
to continue giving you assistance to purchase methylene chloride. Before doing 
anything further to obtain methylene chloride for you, we would appreciate hav- 
ing contirmation of our recent discussion. 


Very truly yours, 
Frank E. Bennett, 


Chemical Division, Industry Operations Bureau. 

Mr. McKinnon. Our next witness will be Mr. W. W. Faris of the 
W. W. Faris Manufacturing Co. 

Will you submit your statement for the record, and then address 
yourself to the point, instead of reading your statement here? I 
realize it is very brief, but we only have about 5 minutes, and we 
want to get to the nub of your problem. We will have this complete 
record to go over later. 


STATEMENT OF W. W. FARIS, W. W. FARIS MANUFACTURING CO., 
ST. LOUIS, MO. 


Mr. Farts. My name is W. W. Faris and I am president of the W. 
W. Faris Manufacturing Co. We are manufacturers of a line of metal 
containers and metal articles, metal buckets, picnic jugs, and a line 
of oil cans and buckets for railroads and industry. 

The problem I wanted to discuss briefly is that of the impossibility 
of building up machinery a pr ea and plant equipment and work- 
ing capital from earnings of efficient operation. 

‘Those of us who were unfortunate enough to have been born during 
years which brought us to the stage of our development so that, we 
felt ready to start up businesses about the beginning of the late war 
are particularly vulnerable if the present armament programs and 
high corporate income taxes should continue for as many years as some 
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observers predict, and I say that we can then easily become a lost gen- 
eration to American industry. 

Let us go back to the war years. We small manufacturers just get- 
ting our businesses under way were able, for the most part, to get 
Army and Navy contracts, or subcontracts from larger firms to keep 
our plants reasonably busy; and, of course, the contributions such 
plants made to our war effort is well established and a source of pride 
to us. 

As a group, we did not worry much about expansion. Machinery 
and equipment for such expansion was scarcely available. We did 
not complain too much about excess-profits taxes and other loads. You 
see our day was coming. When the war was over and metal was again 
available, we would make up for those years of controlled output 
and high taxes, and other loads that were placed upon us. 

Then the war ended and the cry was, “Back to norma).” But we did 
not get back to normal. 

The first thing we discovered was that there would still be a short- 
age of metal. Thousands of manufacturers were fighting for the 
limited supply. 

Then the steel industry came up with a classic. They told us that 
in order to be fair with all their “old” customers they would portion 
out 100 percent of their production on the basis of what these custo- 
mers had purchased from them during 1939 and 1940. If you nad 
not started your business until 1941, you got no steel. 

In effect, they told you, “Son, we like you. You have some good 
products and we sure want your business—later, that is—when we 
need it, but right now you just haven’t enough seniority to stay in 
business. 

Well, we could take it for 6 months or so. Then there would be 
plenty of steel. But the 6 months’ shortage dragged on into a year, 
2 years, 3 years, then 5 years. A decade from 1940 to 1950 was almost 
removed from our history, as far as development of new manufac- 
turers of metal products is concerned. There, gentlemen, is where a 
lot of the new developments which were promised us during the last 
years of the war lie buried. 

Somehow, some of us, by fighting for scraps of metal and by sub- 
stitution, were able to survive. Then came Korea. We are right 
back where we started from. 

The first thing to come back was the excess-profits tax and more 
recently a pricing program under discussion to limit profits to 85 
percent of a base period. Where, along the way, have so many 
Americans decided that earnings are evil ? 

Along with this tax and limit of profits is an appeal to increase 
production. We small manufacturers must accumulate capital if we 
are to expand production ; more than that, we must accumulate capital 
if we are to survive. 

Under present income-tax rates and double taxation on corporate 
earnings there is indeed little incentive to attract outside invest- 
ments in small manufacturing companies. We must depend upon 
accumulation of earnings for that capital. 

Earnings always have been the principal source of ca;ital for indus- 
trial companies. That which is withdrawn as taxes is actually with- 
drawn from plant expansion. F 
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We, in small] manufacturing industries, have just fought our wa 
through 10 hard years with strong odds piled against us. We wi 
continue to fight, both for our existence and for the American system 
of enterprise that gave us our incentive in the first place. 

You, in Government, hold the key to our fate. Only if we are 
permitted to earn and to use those earnings for expansion of pro- 
duction can we continue the development of American free enterprise, 
and American free industry. 

The only alternative is evident—more and more concentration of 
production in fewer and fewer giant corporations, and more and more 
control by Government of industry and of our economy. 

We must have tax relief for expansion of small business. We dare 
not become a lost generation to American industry. 

Thank you. 

Mr. McKinnon. Thank you, Mr. Faris, for your statement. 

I imagine that if any man can come up with the answer to how we 
are going to defend and arm ourselves and figure out a way not to 
have to tax you, he would be a great man. I am hoping to come up 
with the answer. 

Our next witness will be Edward McDaniel of the Southwest Truck 
Body Co. 


STATEMENT OF EDWARD P. McDANIEL, PRESIDENT, SOUTHWEST 
TRUCK BODY CO., INC., ST. LOUIS, MO. 


Mr. McDanret. I only have one copy of this, is that sufficient ? 

Mr. McKinnon. Suppose you give that to the reporter, and give 
us your problem in brief and right to the point, if you can. 

Mr. McDantex. Mr. Chairman, my name is Edward P. McDaniel, 
and I am president of the Southwest Truck Body Co. We manufae- 
ture commercial truck bodies. Our problem is securing Government 
contracts. 

At Mr. Fairfield’s suggestion, we are writing you our thoughts and 
experiences on the position of small-business firms in the defense 
program. 

In theory, anyone can bid on these various procurements, but in 
actual practice we find it extremely difficult to get an opportunity to 
bid. The Department of Commerce list, which we mania obtain, 
should help, but in actual practice the time element is almost an im- 
possible factor. By the time these sheets appear and we wire or write 
for and eventually obtain the specifications, there is usually just a 
matter of a few days to complete and file the bid. Within the short 
period of time allotted it is impossible to determine source of supply 
of specified parts, and so forth. 

We have from time to time called on various procurement offices 
around the country, but have found to be, actually in on the bidding, 
it would be necessary to maintain regular and frequent contacts wit 
the procurement offices in Chicago, Philadelphia, New York, Wash- 
ington, Detroit, and Dayton and practically every other principal 
city. This is impossible for small-business men because of the lack 
of top personnel and available time and the terrific expense involved. 

Invariably in calling on these various procurement offices, we are 
asked to file‘ résumé of our facilities, but too often the interview 
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seems to be more of the clerical type with little if any actual tech- 
nical knowledge of the equipment or products he is attempting to buy. 

It is also apparent that the newer items of equipment invariably go 
to the large corporations because of their big engineering staffs ‘and 
once they have built the initial unit they have the bigs advantage of 
having actual cost, experience and more important than that of having 
on hand dies, patterns, and so forth, which the new bidder would have 
to duplicate and yet be competitive. 

The following, we believe, would help the position of the small- 
business man : 

More centralization of procurements. The recent move of the 
Engineer Corps (effective April 1, 1951) in assigning procurements 
of particular items to each branch is a step in the right direction. 
Such a system would permit a manufacturer to maintain contacts 
with just one branch for practically all of the products he has to 
offer. The cost of such contacts and traveling then would not be pro- 
hibitive for the small-business man. 

A better screening system of the facilities and abilities of small 
business. This would require more technical knowledge on the part 
of the men actually used in interviewing businessmen and in the 
preliminary steps of bidding and procurement. You should insist 
that procurement offices allot more of the contracts to small firms; 
make them take the time necessary to work with the smaller firms 
rather than to take the easy way out of turning the jobs to large firms 
who have the available personnel to do the detailed work that the 
Government employees should be doing. 

3. Quicker publication of requests for bids and a little more time 
between that date and the due date of the bid. 

Better detailed information in bids and specifications particu- 
larly where standard items are involved. For example, when Govern- 
ment engineers, designers, and draftsmen draw up specifications, they 
invariably have in mind standard manufactured parts and they could 
just as easily list these in their specifications, instead of simply listing 
a certain type wheel that could be called by name; such as a Budd 
es Geneva wheel, et cetera. ' 

. You should insist on more subcontracting rather than limit the 
wae contractor to a limited percentage of ‘subcontracting. 

6. You should lean particularly toward a type of contract that per- 
mits a fixed hourly rate, plus materials at cost and any subcontracts 
likewise at a fixed hourly rate. In the over-all picture, the small 
contractor with an overhead of only 70 to 100 percent of direct labor 
subcontracting to other small firms on the same basis are in the over- 
all actually producing the item at a lower cost than your larger cor- 
porations with their 125 percent, and over, overhead. 

In summary, we feel that the over-all economic health of the coun- 
try depends entirely on the continued successful operation of the small- 
eden men. Certainly, his facilities and know-how should be uti- 
lized fully before large corporations are permitted to expand further. 
Making it easier for the small-business man to bid and to get into the 
production picture will do much to eliminate the 5-percenter, who is 
always a temptation to us when we are faced as we now are with the 
problem. of wading through numerous agencies and offices, incurring 
eavy traveling expense and expenditure of time. 

Thanks very much for your consideration. 

86267-——51—pt. 38 
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Mr. McKinnon. We are glad to have that thinking and your sug- 
gestion. I think that your thinking fits along with that of our com- 
mittee, and along with the smaller war plants bill, where the small- 
buSiness man will have some friend in court to assist him, and that 
certainly would be right down along with the idea that you are sug- 

sting. We are going to work on that, and the hearing that we have 

ad in St. Louis emphasizes the need all the more. 

Mr. McDanrev. Thank you very much. 

Mr. McKinnon. We have a statement here that was submitted by 
the Missouri Farm Bureau Federation for inclusion in the record. 

(The prepared statement submitted by the Missouri Farm Bureau 


Federation is as follows:) 
STATEMENT OF Missourt Farm Bureau FEperation 


REPORTS FROM COUNTIES ON FARM MACHINERY AND REPAIR SITUATION 


Bollinger County 

Ford Motor & Equipment Co.: Reports the demand for new machinery, espe- 
cially tractors and equipment is very heavy. The demand for repairs of all sorts 
is heavy too. No shortage. 

Schreiner Implement & Tractor Co.: Reports they need $65,000 to $70,000 in 
equipment and $5,000 to $10,000 in parts. Farmers have no help so must have 
machinery. 

Bollinger County Equipment Co.: Needs more repairs than ever before. They 
need all equipment that is available. Machipery has been coming in for repairs 
and parts faster than material can be obtained. Farm help situation is hopeless. 
Plenty of machinery is the only answer if farmers are to continue the develop- 


ment of waste land. 


Beone County 

Local machinery dealers report that at the present time enough spare parts 
are available. They have no assurance that this condition will continue to 
exist through the summer. 

Items are not scarce enough for black market activities to develop in small 
communities. 

Ford tractors very short. 


Caldwell 

Legislative chairman set telegram to Representatives in Washington as fol- 
lows: “We want to remind you of the need for more fertilizer, more steel for 
the repairs for machinery, and as many as possible of our farm boys left on the 
farms.” 


Callaway 

Allis-Chalmers thought they would have plenty of parts or repairs for farm 
machinery this year. He said their company insists that dealers take more parts 
this year so they will have plenty. 

The IHC dealer thought there would be plenty of repairs and also enough farm 
machinery. 

John Deere Co. dealer thought there would be enough of both repairs and new 
farm machinery for this year. 


Franklin County 

Four machinery dealers were contacted. All agreed that there has been no 
shortage in new machinery or parts, however they do expect repair parts to be 
less as the season develops. 

All four were concerned about the difficulties they have in getting wire bale 
ties and baling twine. Black markets are forming in these two items. 


Henry County 

Dealers in Clinton seem very optimistic about the situation as it exists now 
but are concerned over strikes in farm machinery plants and the Government 
allotment of steel and other vital material used in farm machinery. 

All dealers said they were not stocking parts for obsolete machinery such 
as grain binders, ete. It seems that the big companies have not passed on to the 
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local dealers any warning of shortages, but dealers are anxious that their cus- 
tomers determine their needs of parts and new equipment and get orders in at 
once. 


Clay County 

Allis-Chalmers’ demand for new machinery is heavy but supply is running 
short. Repair supply is even shorter. 

Clay County Implement Co.: Shortage of new and good used machinery. They 
are not able to fill all orders. There are few used tractors and equipment on 
dealers’ lots. Factory representatives have told them there would be a real 
pinch on these items after June when the present stockpile of materials for 
fabrication is depleted. Representatives of Firestone Tire Co. informed them 
that some tractors are being shipped without tires. 

Liberty Truck and Tractor Co.: Repair situation is satisfactory but there are 
very few farmers who have as yet checked the machinery they will be using this 
summer and he feels there will be an acute shortagé of some parts before the 
summer is over. 


Johnson County 
Dealers felt there was no shortage of new machinery or repairs at the present 
time. 


Lewis County 

Held a farm machinery dealers’ meeting. Most of the dealers were uncertain 
as to the future outlook for machinery other than what they had on hand. All 
agreed they had a good quantity of parts now but didn’t know what the future 
would hold so far as parts were concerned. 


Pike County 

Jennings Dixon, John Deere: Indicated at present repair parts will not be too 
difficult to procure. New machinery short. 

Wm. Meyer, International: Except plenty of repair parts this season. New 
machinery will be short after July 1. 

W. B. Middleton, Ferguson: Some repair parts such as disk blades and tractor 
gas tanks and a few other items impossible to obtain now. Plenty of tractors at 
present, some other machinery getting scarce. 

Ray Dowell, Allis-Chalmers: A few repair parts are getting scarce, most items 
are in good supply. Getting a little behind in filling orders for new tractors. 


Stoddard County 
Dealers seem to have plenty of new machinery, especially tractors and com- 
bines. They thought there might be a shortage of parts in the summer. 


Mr. McKinnon. We also have another statement here that has been 
presented by Harold B. Halter of the National Retail Farm Equip- 
ment Association, which is to be included in the record at this point. 

(The prepared statement submitted by Mr. Halter is as follows:) 


STATEMENT OF HaAro_tp B. HALTER, NaTIonAL Retrar, Farm EQUIPMENT 
ASSOCIATION 


My name is Harold B. Halter. I represent the National Retail Farm Equip- 
ment Association, with headquarters at 1014 Locust Street in St. Louis, the 
agricultural production center of the United States. 

The National Retail Farm Equipment Association results from the affiliation 
of 34 State and regional associations, serving practically all agricultural areas 
in the United States. The membership of the association as of today approxi- 
mates 17,000. Our membership consists exclusively of farm equipment retailers 
generally known as implement dealers. They all qualify as small-business men. 
Furthermore, they do business in the small communities of the land. There 
are no implement dealers in St. Louis, New York, Chicago, or Washington, D. C. 
Our exclusive customer is the American farmer, who constitutes the largest 
single group of small business in the Nation. 

Practically all of our members are service dealers who maintain stocks of thou- 
sands of repair parts for the line of machines handled. They operate repair 
shops staffed with skilled mechanics and provide service to their farmer cus- 
tomers. With very few exceptions, all members of the association are inde- 
pendent operators. The stores are either owned and operated by individuals, 
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by partners, or by three or more persons under corporate ownership. A few 
cooperatives and company-owned stores also hold membership in the association. 

The total sales volume of the members of our industry exceeds $2 billion an- 
nually. Since there are approximately 20,000 contract dealers in the United 
States, the average volume is realized from the sale and service of power farm 
equipment and the attached tools, from the replacement parts and from service 
labor conducted in the dealers’ shops. Without the farm equipment retailer 
the American farmer would be unable to produce the foods, fats, and fiber needed 
to feed our military and civilian population and to make possible the furnishing 
of the millions of tons of farm products to the military and civilian populations 
of countless countries overseas. 

During World War II the War Production Board restricted the production 
of farm equipment to such a great extent that actual farm output was seriously 
threatened. Recently the Abernathy Subcommittee on Fertilizer and Farm 
Machinery of the House Agriculture Committee held hearings in Washington 
on the need forf farm equipment production in 1951. It was undoubtedly as a 
result of these hearings that the National Production Authority issued Order 
M-—55 on March 31, 1951, giving farm equipment manufacturers the right to use 
a DOS7 rated order to secure raw materials and component parts for production 
in June to the same amounts as built in that month last year. It is the opinion 
of the members of our organization that NPA would not have released the order 
at this time had it not been for the action of the House Agriculture Committee. 

The members of our organization rendered vitally essential service to agri- 
culture during World War II. Employing every possible meats, they procured 
or fabricated repair parts needed to keep the existing machinery in operating 
condition. Despite a large loss of manpower to the military service and to 
defense industries our members kept their service facilities functioning at all 
times. 

The National Selective Service has not, to our knowledge, issued any instruc- 
tions to local selective service boards setting up any critical and essential lists 
as they did during World War II. Consequently, many of our members are 
losing their skilled mechanics and skilled parts men which can very quickly 
affect the amount and quality of service furnished to farmer customers. The 
loss of one or two men is a much more serious matter in a small business oper- 
ation than it is in a large plant or factory. 

For many years the National Retail Farm Equipment Association has urged 
the Congress to revise the revenue laws so that competing businesses will be 
taxed on an equitable basis. Our organization is not anti-co-op in any respect, 
but as loyal citizens of a free America we do believe in free enterprise. Our 
members grant the right to any person or group of persons to engage in any 
legitimate form of business. 

All we ask is that the same privileges and benefits be extended equitably to all 
businessmen. One way in which this may be done is for the Congress to apply 
the same types and rates of taxes to all business establishments competitively 
engaged in the sale and service of the same commodity. We know that the 
Federal Government needs increased revenue, and one way in which some of 
that revenue may be derived is to tax the profits of all business irrespective of 
its corporate form. We sincerely hope that the Eighty-second Congress will 
enact legislation that will tax the untaxed before increasing any tax rates on 
any present taxpayers. 

Mr. McKrnnon. We also have a statement here that is submitted 
for the record by Mr. John B. Biggs of the H. N. Saylor Co. 

Mr. Reporter, will you see that that is placed in the record at this 


point. : 
(The statement submitted by Mr. Biggs of the H. N. Saylor Co, is 


as follows:) 
STATEMENT OF JOHN B. Biees, H. N. Saytor Co., St. Lovis, Mo. 


We, the H. N. Saylor Corp. incorporated in the State of Missouri with a capital 
investment of $125,000, have operated a paper converting business in the city of 
St. Louis, since 1942. 

Our purpose in presenting this to the committee is to relate in brief our prob- 
lem of procurement, which includes material used for Government contracts as 
well as needed for civilian production, 
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Since the outbreak of the Korean conflict, it has been a constant struggle to 
obtain sufficient material to fulfill our needs. At times for the past 6 months it 
has been necessary to shut down our plant due to lack of raw material. To keep 
our customers supplied we have purchased all types of paper board in odd sizes 
and lots at an abnormal cost. Needless to mention, this practice has resulted in 
a loss of production, loss of material as well as in labor cost. 

As to the question of procurement for Government defense orders, we cite the 
following: 

On May 1, 1950, our organization was awarded contract No. DA-11-171- 
ORD-41, and on May 8, 1950, order No. JA-849-50 from the Ordnance Depart- 
ment for the material used in the packaging of ammunition. These orders were 
received before the outbreak of hostilities in Korea. The contracts were filled to 
meet all required specifications and to our knowledge the material delivered was 
completely satisfactory, as we received no notice to the contrary. 

On April 12, 1951, a request for bid was received from the same Government 
agency for the identical material previously supplied. Since that time, we have 
gone to considerable effort and expenses in contacting various suppliers in order 
that we might obtain commitments on delivery as well as price. Since April 12, 
we have been unable to receive a firm quotation much less a delivery date on the 
type of material required. The mention of a DO number has met with no response 
and seemingly has little effect on the supplier in their desire to fill such an order. 
Potential suppliers refuse to even discuss the problem inasmuch as we had no 
past buying record or performance. 

In view of the above, our immediate question is, On proposals for defense con- 
tracts, how can our company, on the material required, obtain a definite commit- 
ment from a supplier? 

As a small business, we appreciate very much the opportunity of offering this 
problem to the Small Business Committee. You may be assured that we sincerely 
desire to aid in the defense effort, but have come to the definite conclusion, as a 
going business we need help. 


Mr. McKinnon. I also understand that Mr. Robert. E. Grote, Jr.. 
has a statement that he would like to submit for the record, and if he 


will turn it in to Mr. Dalmas we will be glad to have that go into 
the record. 
(The statement submitted by Mr. Grote is as follows :) 


STATEMENT OF R. E. Grote, Metrat Goons Corp., Sr. Lours, Mo. 


We are here to give you information on the small metal user and how he has 
fared under the rearmament program. At this point the small metal manufac- 
turer faces greatly accelerated restrictions on his sources of supply which if left 
unchecked may well force him to cease operation. All metals are in short sup- 
ply. The situation has already reached the critical stage. 

The small business is dependent upon hundreds of warehouses throughout the 
country for his supply of metal. He is not, because of the economics of his 
buying, etc, a mill buyer. Over 18 percent of the steel sold in the United States 
in 1950 was sold through metal warehouses. It is safe to say that at least 80 
percent of this total is sold to the small buyer. For instance the average order 
during 1950 handled by our warehouse was 191 pounds in stainless bar, 551 
pounds stainless sheet, and 1,220 pounds in coated sheets such as galvanized. 

While the national production of steel has increased since Korea the amount of 
steel available to the warehouse buyer has decreased. In September of 1949 
the steel warehouse had an inventory of 1,108,499 tons. On January 1, 1951, 
this inventory had shrunk to 504,642 tons. In other words the capacity of the 
warehouse to supply the small buyer has been reduced more than 50 percent. On 
top of this the greatly limited supply has forced the small buyer into the higher 
price brackets. This shortage of supply has also required the substitution of high 
cost alloys where formerly cheaper grades were used. If continued this could 
push the price of many products made by small business beyond what the market 
will bear. 

Why is the supply of material available to the small business so limited when 
the national production of steel so high? DO’s and directives issued under the 
NPA regulations tap a sizeable portion of steel production ¢lirectly from the 
mills. DO’s and directives have a prior standing which places them in front of 
the chief supplier of the small business, the warehouse. Only after these DO’s 











1968 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


and directives are filled is the warehouse considered. In other words if the small 
business has no defense contract or subcontract with the accompanying DO he 
gets what is left if any. Obviously, under the present policy a small company 
must secure DO’s to survive. He must be placed in the position where he can 
participate in the rearmament program or his hope of continuing in business is 
uncertain. However, the situation has developed to the point where even if small 
business succeeds in procuring defense work it is highly doubtful that the ware- 
houses would be able to furnish the necessary material. Sharply reduced in- 
ventories plus the lack of any provisions within NPA regulations to replenish 
material (carbon steels) sold by a warehouse on defense orders minimizes the 
relief the participation in the defense program would bring. 

The picture in aluminum is even more confusing. Again the small business 
has participated only to a very limited degree in the rearmament program. 
Again the small buyer must rely on the warehouse. Again the warehouse is 
inadequately stocked to meet his needs. 

Aluminum has been called upon more heavily than any other metal in the de- 
fense program. A minimum of 60 per cent of the aluminum production is taken 
for defense orders. To stay in business the warehouses who supply small business 
must sell on defense orders to replenish stocks. Roughly 60 percent of the ma- 
terial sold by a warehouse must be covered by DO's or their very meager supplies 
will dry up completely. 

The picture is the same in aluminum as in steel. Small business has as yet 
produced very few DO’s. The larger companies have the great bulk of defense 
orders and consequently have the DO’s necessary to procure material both from 
the mills and the warehouses. 

To add to the confusion the use of aluminum in many applications was pro- 
hibited. This, of course, presented many small businesses with the possibility 
of complete extinction. The Government recently modified these restrictions. 
However, the warehouses, who must place orders on the mill 2 to 3 months ahead 
of expected delivery already canceled the types and alloys used by these custo- 
mers and replaced them with war alloys. It is doubtful if the types of material 
used in the once-banned industries will be available. 

The basic problem confronting all small business is participation in the 
defense program. No one seriously disputes the priority given rearmament 
work in the proceurement of material. However, the bald fact remains that 
unless this defense business is more widely dispersed and its concentration in 
the hands of the large companies checked the small business is facing economic 
strangulation. 

The economics of his buying make the small business dependent upon the 
metal warehouses for this material. Relief for small business must by necessity 
come through the warehouse. Participation in the defense program is only 
half the answer. This participation must be given meaning by enabling the 
supplier of small business the means to satisfy these demands. 


Mr. McKinnon. If there is anyone else who has a statement, we 
would be glad to receive it and have it put into the record for future 
study and consideration. This would be in the way of expedition in 
trying to get these particular problems settled. 

Then I believe Mr. John Nabbefeld from the National Sales Co. has 
a statement. 


STATEMENT OF JOHN NABBEFELD, NATIONAL SALES CO., 
ST. LOUIS, MO. 


Mr. McKinnon. Do you have a statement you wish to submit for 
the record ? 

Mr. Naseerecp. I will make it very brief. 

Mr. McKinnon. I am sorry. Don’t you have it in writing? 

Mr. Napserep. It won't take but 2 minutes. ‘ 

Mr. McKinnon. I am sorry. We have not got the time. We have 
rot a plane schedule to meet. We are right now over our time, and 
if you will put it in writing and mail it to us we will see that it gets 
in the record. 
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Mr. Napseretp. Mr. Dalmas has it in writing, and Mr. Curtis has 
it in writing, and all of my situation goes back to 1941. 

Mr. Datmas. What is the name of your concern ? 

Mr. Nasserecp. The National Sales Co. I represent, a number of 
jobbers in St. Louis who cannot get pipe since 1941. 

Mr. Damas. We will have your letter at the office made a part of 
the record. 

(The letter referred to is as follows:) 

NATIONAL SALES CO., 
St. Louis 3, Mo., February 21, 1951. 
Representative Wright PATMAN, 
House of Representatives, Washington, D. C. 

Dear Sir: As head of the small-business bureau I wish to point out my troubles 
and my local competitors. 

There are several of us here; none employing more than vight employees. 
Most of us have been in business about 5 years and would you believe that after 
all this time no steel mill in the country will deliver us pipe. Can you realize 
the difficulty encountered by all of us trying to sell fittings without pipe? The 
contractors here will not do it, for fear that if they don’t give the big business 
their fittings orders the big companies will not give them pipe. Yes this has 
been going on for 5 years. 

In reading the papers it seems that the small-business bureau is more inter- 
ested in loaning money to small firms. I do not think small business needs money 
so much. Just give them the right to get materials like the bigg companies and 
they will show that they can stand on their own two legs. 

Thank you for taking out time to read our troubles. However, it would be 
interesting to see what the steel mills would say if you were to ask them 
why little business can’t get pipe after 5 years’ waiting. 

Yours truly, 
NATIONAL SALEs Co. 
J. NABBEFELD 


Mr. Napsseretp. This goes back to the Korean situation. 

Mr. McKinnon. See that Mr. Dalmas has your statement, and we 
will consider it. 

Mr. Naseererp. I will also send you one personally, vecause this is 
Nation-wide. 

Mr. McKinnon. Thank you. I am sorry that we clon’t have the 
time. I wish we could stretch it. 

Now, this concludes our small-business hearing in St. Louis. To- 
morrow we will be meeting in Little Rock, Ark.; the next day in 
Dallas, Tex.; the following day in Houston, Tex.; and on Friday we 
will be in New Orleans, La. 

We have held hearings at about 21 or 22 cities in the United States 
during the last couple of months, and we are about half-way through 
now. 

Let me assure you that these statements of people in St. Louis will 
receive very careful attention, and we hope some of the problems here, 
as well as those raised at other places where we have held meetings, 
can be correctly attacked by legislation and careful cooperation of 
various departments and war agencies concerned, so the small-business 
man who really produces the great bulk in the aggregate of war pro- 
ductive efforts will be enabled to keep in business and to keep produc- 
ing for our war effort. 

Ve realize that in order to do that we have got to find some better 
answer in the way of allocating scarce materials, and in the way of 
speeding up war orders, and in the way of decentralizing the pro- 
curement system, so that the little fellow can go to an office and get 
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action without being forced to spend money to go to Chicago, Detroit, 
Washington, New York. 

Mr. Riehlman and myself both have been small-business men, and 
we realize that the small-business man has not got the financial backlo 
or personnel to travel all over the country hunting for orders, an 
we realize that if we want to keep him alive we have to do something 
about that. We realize that in order to help the small-business man 
develop and keep serving the country, we must develop some way of 
financing more quickly, and above all we have got to see that war 
orders are put into the small plants that.now have facilities but are 
starving to death because they are not getting orders. 

Any time you people have further suggestions to make, please feel 
free to write the small-business group of the House of Representa- 
tives. We are interested in your problems. We hope that we can 
work and get together for the good of America, not to mention the 
matter of democracy. ' 

Mr. Datmas. Mr. McKinnon, before we close I have here a few 
documents that I would like to have placed in the record. One is from 
the St. Louis Optical Co., St. Louis, Mo. 

Mr. McKinnon. That may be done. 

(The document referred to is as follows :) 


Sr. Louis Opricar Co., 
St. Louis, Mo., April 30, 1951. 
Congressman THomas B, Curtis, 
Senate Investigation Committee, 
Hotel Statler, St. Louis, Mo. 

DrAR CONGRESSMAN Curtis: There has been a great deal of publicity regarding 
the small-business man getting a large percentage of defense contracts, but in 
this locality it does not seem to be following through, in our business at any 
rate. 

During World War II, we were prime contractors and had 10 subcontractors 
who operated in cooperating in the manufacture of binocular optics for both 
Army and Navy. Key production men and a number of our experienced pre- 
cision lens finishers are calling us constantly for jobs. 

Since October 10, 1950, we have been approved by the Munitions Board, through 
the St. Louis Ordnance district but have had only two smail contracts to bid on, 
while the eastern factories have been allotted the contracts in large enough 
scope that would justify the reopening of our plant should we have gotten them. 

The St. Louis Ordnance district did not get any of these large contracts to 
figure on or bid upon. In January the Frankford Arsenal told the St. Louis 
Ordnance district that they were allotting contracts on the fire-control in- 
struments, none of which have been distributed to this district. I made a 
trip to the Frankford Arsenal at their suggestion and was tola tnere that there 
was no procurement wanted. This in spite of the information Frankford had 
given this district. Negotiated bids with big business did. 

Enclosed is a copy of the awards given the eastern manufacturers for optical 
glass which we are in a position to bid on and make, if alloted a contract. 

Pooling may be the answer. 

We are calling this to your attention as we believe that a decentralizing indus- 
try should give the Middle West a break and help the small-business concern 
get a fraction of these opportunities. 

We arranged for a survey and approval of our facilities by the St. Louis 
Ordnance district, acting for the Munitions Board, which was completed and 
approved on October 10, 1950. 

During World War II we were prime contractors on optics for fire-control 
instruments, under the supervision of the St. Louis Ordnance district. Mr. 
Frank McDevitt, now president of the board of public service, was then a mém- 
ber of the War Production Board, and with his help we formed the first optical 
pool to manufacture precision optics, in May 1942, and in September 1942, amount- 
ing to $740,000. We had seven subcontractors, members of the optical pool, 
and later received a number of other contracts for precision lenses of a similar 


nature. 
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Special machinery is necessary for precision lens finishing and we formerly 
obtained this machinery on a lease basis from the Chief of Ordnance, through 
the St. Louis Ordnance district. To prime contractors this is still available. 
It is necessary to have a fairly large contract to make it possible to obtain this 
machinery and justify the expense of remodeling, obtaining proper humidity 
controls, and install air conditioning. 

Trusting that this will meet with your kind consideration and that you 
will be able to recommend that pooling on behalf of small business may be the 
means of solving our mutual problems. 

Thanking you in advance for any assistance you may give us, we are, 

Respectfully yours, 
Sr. Louis Opricar Co., 
McCoy WILKINSON, Manager. 


Mr. Damas. I also have another document here from Lange Broth- 
ers, Inc., that is to be placed in the record. 

Mr. McKinnon. That may be done. 

(The document referred to is as follows :) 


LANGE Broruers, INc., 
St. Louis 7, Mo., April 26, 1951. 
Mr. Roya L. Conurn, 
Security Building, St. Louis 2, Mo. 

Dear Mr. Copurgn: It is our desire to appear before your committee on April 
80 in the Statler ballroom. We understand that Hon. Thomas B. Curtis will be 
present. It will not be our intention to take up much of the committee’s time, 
but will cite certain facts. 

On February 28 I left St. Louis for a meeting with Frederick Arden of the 
NPA which was held at 10 a.m. March 1. On Friday, March 2, I had a meeting 
with Hon. Thomas B. Curtis and again on Saturday, March 3. Congressman 
Curtis asked for developments after we had been instructed to see the Depart- 
ment of Justice and I believe there has been correspondence between that De- 
partment and the Spencer people. Yet there have been no results. I wrote our 
Congressman that I believed our situation was legally covered but it seems as 
though there has been much lost time in getting the job done. We complain 
about ammonium nitrate which we have been receiving from the Spencer Chem- 
ical Co. The relationship from their very first beginning in 1946 was pleasant 
until some 15 months ago. 

We understand that their production has been greatly increased and we be- 
lieve that documental evidence will show that they are tying in sales of am- 
monuium nitrate with nitrogen solution. We are complaining about this viola- 
tion as it has worked a hardship on our customers. We can produce, if you re- 
quest, testimony from our many customers which will indicate that they have 
lost business by virtue of the fact that the Spencer Chemical Co. have decreased 
our tonnage to such a miserably low figure that we could not accept it. We be- 
lieve that in fairness to our agriculture that we should have been allocated the 
same tonnage at least as we have in the past. 

This is a very brief of what I will say on Monday, April 30, and I will arrange 
to be present at 2 p. m. 

Thanking you for the privilege of appearing before your committee, we are 

Sincerely yours, 
LANGE BrotrHers, INCc., 
By D. K. Lanaer. 





LANGE Bnos., INec. 
St. Louis 7, Mo, Febrwary 13, 1951. 
To Our Customers: 

Effective with the week of February 19 and continuing throughout the month 
of March, we will load fertilizers on Monday, Tuesday, and Wednesday of the 
above weeks. This is necessary so that we may devote the rest of the days for 
manufacturing to replenish our stocks. 

The ammonium nitrate situation with us is serious. We were pioneers in the 
field of direct application for ammonium nitrate and you have done a very 
good job in moving that material for that purpose. 

At the last ammonium nitrate contract period, we were offered such a small 
amount of nitrate that we could not conscientiously accept it because we be- 
lieved you were entitled to at least the same tonnage as we sold you in the 
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past year or two. The amount of tonnage which the Spencer Chemical Co. offered 
us would not permit our serving you on that basis. 

We are now fighting for at least the same tonnage as we had in the past. 
It is your interest that we have in mind because we know you need this material. 
As a suggestion it may be of considerable help to you if you will write your 
Representatives and Senators asking for an immediate investigation as to the 
whereabouts of your ammonium nitrate. If we had accepted the small ton- 
nage offered us by the Spencer Chemical Co., we would not have had a foot to 
stand on in this fight. Already we have gone to Washington. 

We know that some of you have received letters from Spencer Chemical Co., 
manufacturers of ammonium nitrate, dated February 1 regarding overpriced 
or black market nitrate. It is disturbing to us to hear that some have am- 
monium nitrate to sell on such a basis while we have none to offer on a legiti- 
mate priced basis. Is this the tonnage that should rightfully have gone to 
you through us as your supplier which has gone to others and being sold black 
market. Our records will clearly indicate that we have never sold a pound 
of ammonium nitrate on the black market. We have been fair with you all the 
way through and if you find it consistent in your way of thinking to write your 
Congressmen and Senators in your own behalf, advising them that you do 
expect a continuation of receiving ammonium nitrate through us, we believe you 
can help in the cause of your farmers. We believe it is only right for every cus- 
tomer of ours to know the facts and we will assure you that we will do our 
best for you and your trade. 

With kindest regards, we are, 


Very truly yours, 
LANGE Bros., INc. 


Spencer CHEMICAL Co., 
Kansas City 6, Mo., March 9, 1951. 


Mr. A. C. KERNS, 
Bowling Green, Mo. 

Dear Mr. Kerns: Our attention has been called to a circular letter regarding 
ammonium nitrate fertilizer which was mailed by Lange Bros., St. Louis, Mo., to 
some of their dealers. With the thought in mind that you may have received 
a copy of their letter, we are writing to offer a word of comment and explanation. 

About the middle of last June, we offered Lange Bros. an ammonium nitrate 
fertilizer contract for the 1950-51 season, but they saw fit to reject it com- 
pletely. Though the tonnage we were in position to offer them was considerably 
less than than that received from us during the 1949-50 season, it was in line 
with tonnage offered to their competitors of comparable size, based on Lange 
Bros.’ over-all business with us. When these people turned down the tonnage 
offered, we did the only thing left for us to do—that being to dispose of it else- 
where. 

Since that time the Korean War has brought about an extremely tight supply 
position on this product. Lange Bros. did not raise this question with us until 
a few weks ago, and by that time our entire production had long since been 
contracted for the remainder of this fertilizer year. 

We are not at all unmindful of the fact that this situation may have caused 
you inconvenience in locating a supply of ammonium nitrate fertilizer for this 
season; however, the decision of Lange Bros. to reject the tonnage offered to 
them is their responsibility and not ours. There is nothing we can possibly 
do about it at this late date, as all of our tonnage has been under contract 
since last summer. I am asking our representative in your area, Mr. Eugene 
F. McGill, to drop by for a visit with you at the first opportunity to discuss this 
matter more in detail. 


Sincerely yours, 
Joe BE. CULPEPPER. 


Mr. Datmas. That is all that I have at this time, Mr. McKinnon. 

Mr. McKrnnon. Well, it has been nice being here with you people, 
and we must be on our way. 

Thank you all very much for your courtesy. 

(Whereupon, at 5:20 p. m., the hearing was adjourned) 

















PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


TUESDAY, MAY 1, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE No. 1 OF THE 
SeLecrt ComMITTEE ON SMALL Bustness, 
Little Rock, Ark. 

The subcommittee met, pursuant to notice, at 1:30 p. m., in the 
Joseph T. Robinson Memorial, Little Rock, Ark., Hon. Thomas B. 
Curtis, of Missouri, presiding. 

Present : Representative Curtis. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; Jeremiah T. Riley, of the staff. 

Present representing Federal agencies: John S. Bartlett, field rep- 
resentative, National Production Authority; J. J. Truemper, National 
Production Authority; Walter J. O’Donnell, manager, Office of Small 
Business, Reconstruction Finance Corporation; Lt. Joan Flickinger, 
Munitions Board, Department of Defense ; Leo H. McCormick, assist- 
ant to the Administrator, Office of Price Stabilization; James J. Hol- 
loway, Office of Price Stabilization; William T. McCormick, deputy 
special assistant to the Administrator, Office of Smal] Business, Eco- 
nomic Cooperation Administration; Perry A. Peterson, Petroleum 
Administration for Defense; C. O. (Dick) Edens and Randolph M. 
Jackson, General Services Administration. 

Mr. Curtis. The hearing will be in order, please. 

Mr. Prewrer. We are going to start the meeting now, First I 
would like to say on behalf of the Greater Little Rock Chamber of 
Commerce, the citizens of Little Rock, and the citizens of the State of 
Arkansas, that we want to take this opportunity of welcoming to this 
district this distinguished group that is here today. 

It is headed up by Congressman Thomas Curtis, of St. Louis, Mo., 
who will explain the procedure and how the meeting will be carried 
out. 

It is with a great deal of so, that I turn the meeting over to 
Congressman Curtis. [Applause. } 

Mr. Curris. Thank you very much, Mr. Pfeifer. We are very 
pleased to be here in Little Rock to conduct these hearings. 

I want to explain first of all that these are official hearings of the 
Select Committee on Small Business of the United States Congress, 
and these hearings are being recorded and will become part of our 
written record, which will then be available for the entire committee 
to study, and will also be available for other Members of Congress to 
study at such time as there might be legislation or other matters that 
come out of these particular hearings. 

1973 
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I might explain that the Select Committee on Small Business was 
first organized before World War II and has been in existence ever 
since. 

It is not one of the standing committees of the Congress, but it is a 
select committee. In other words, each time the Congress determines 
whether or not it is necessary to have a committee on small business 
as one of the operatihg committees of the Congress. 

Naturally, with the impact of mobilization which is now being felt 
by our economy, Congress felt that it was very desirable to continue 
this Select Committee on Small Business: 

The chairman of the committee is the Honorable Wright Patman 
of Texas. When we first held our meetings back in January, it was 
decided that it would be very important for the Committee on Small 
Business to conduct hearings in the local communities throughout the 
country. 

Of course, there are only a few members of this particular com- 
mittee, because in trying to cover the entire United States it was 
obvious that we had to break up into small groups in order to be able 
to hold all of the hearings that we wanted in all of the various cities. 
The result is that we have been broken up into small groups, and many 
of our hearings are held, as the hearing today is being held, with only 
one member of the committee being present. — 

At other places sometimes we have two Members of Congress, and 
sometimes three. The fact that one is present makes it an official 
hearing. 

The reason for holding the reigional hearings, I think, is pretty ob- 
vious, when it comes around to a consideration of what is small busi- 
ness. You may have heard the definition that it is any business that 
hires less than 500 people, Well, that at the best is not too good a 
definition. 

Another definition perhaps is that it is a business that. cannot afford 
to have a representative in Washington, or, as has been suggested, 
the question of relatively is important in considering whether it is 
small business or not. In other words, it is a comparative matter as 
to who are your competitors in the field. 

You can imagine a packing industry, for example, where you have 
the Big Four, you could be an independent packer with maybe a 
thousand employees, and yet have all of the problems of small busi- 
ness, because the tune would be more or less set by the big businesses 
in the field. 

Actually, we do not stick to a rigid definition of what is small busi- 
ness. We feel that what has come out of these various hearings that 
we have already held in some 15 or 20 cities in the country clearly 
brings home the fact that the problems of the small-business man, 
as he is affected by the impact of this mobilization program, where 
he has shortages of materials and problems of personnel and skilled 
men, where he has the problem of getting his DO ratings, and various 
defense contracts, we find that there is a very common problem among 
all of the small-business men through the country. 

Now, we could not possibly get to hearing all of these problems by 
sitting in Washington, D.C. Accordingly, we felt that it was neces- 
sary to go out into the cities and towns throughout the country, as 
we are doing here it Little Rock, and give the small-business men—and 
incidentally, I might add that where there is a small-business man in 
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the national picture, he may be one of the biggest businessmen of any 
particular community. We have found that happen many times, but 
we will give him an opportunity to present his problems before this 
committee in order that it may go into the record and we can study 
and consider it. 

Aside from just getting the information as a result of our hearings, 
we also hope that we will be able to solve some of the problems out 
in the field, and with that in mind we asked the various governmental 
agencies that were concerned with this war mobilization program to 
send representatives along with the committee to sit with us at these 
hearings. 

The purpose of that was twofold. No, 1, they could answer some 
of the questions, perhaps, that arose at the very time the questions did 
arise, and No. 2, the committee felt that it would be a pretty good 
education for the various governmental agencies themselves, if they 
heard some of these problems first-hand. 

The hearings that we have held to date have proved the wisdom of 
that course, I feel certain. 

Incidentally, I hope that today maybe some of your direct problems 
will be solved. 

Now, I want to introduce the various people that we do have with 
us, because they are here to assist you in your problems, and after 
they have left you will at least know someone in Washington whom 
you might contact. 

First of all, I want to introduce the executive director of our Com- 
mittee on Small Business, Mr. Victor P. Dalmas. 

Another member of our staff of the committee is Jereraiah T. Riley. 

The charming young lady is Lt. Joan Flickinger of the Munitions 
Board. 

Then we have Mr. Walter J. O’Donnell of the RFC. 

Next we have Mr. John S. Bartlett of the NPA. 

Over on this side is Mr. Leo McCormick of the Office of Price 
Administration. 

Then we have Mr. Perry A. Peterson of the Petroleum Industry. 

Next is William T. McCormick of the ECA program, the small 
business program. 

Then we have some regional officers that I want to introduce later. 
Also we have Mr. Edens and Mr. Jackson from the General Services 
Administration, the regional office of Dallas, which serves this area. 

We also have with us James Holloway, district director of the OPS 
in Little Rock. 

And then we have Mr. John J. Truemper, who is the agency 
manager of RFC here in Little Rock. 

We want to hear from the various witnesses whom you will have 
available for this committee. 

We hope, as the witnesses appear, that they will present their prob- 
lem, but in stating their problem you must remember that we are 
anxious to obtain information, and the more specific that you can be 
about your specific problems, the more helpful it will be to the com- 
mittee. 

So without further ado we will go ahead with the hearings them- 
selves. 

There is a witness that the committee is particularly anxious to call 
at this time. I don’t think he can be called a small-business man, but, 
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on the other hand, I know many of our small-business people are con- 
cerned with his particular industry, and at this time I want to intro- 
duce and call upon Mr. Keen Johnson, former lieutenant governor 
and Governor of the State of er and he is also former Under 
Secretary of Labor and one of Kentucky’s most popular and beloved 
citizens. 

I know that many of you people know him in Little Rock, because 
he is one of the top executives of the Reynolds Metals Co., and we 
would like to hear a few words from Mr. Johnson at this time con- 
cerning the aluminum situation. 


STATEMENT OF KEEN JOHNSON, VICE PRESIDENT, REYNOLDS 
METALS CO. 


Mr. Jounson. Congressman Curtis, lovely lady, and gentlemen of 
the staff : 

I had not anticipated this pleasure, nevertheless it is a real joy to 
have an opportunity to appear before this group and being here in 
Little Rock with this group of the leading citizens of Arkansas who 
are interested in the tte oe that have arisen as a result of the 
extraordinary situation that has been created by the necessity of ac- 
celerated mobilization. 

There is not much of a contribution that I can make, other than I 
think that the staff might be interested in knowing that here in 
Arkansas are two of the principal plants of the Reynolds Metals Co. 

First, we have the alumina plant at Hurricane Creek, where the 
bauxite mined here in Arkansas is converted into alumina through a 
chemical process, and it is taken then to Jones Mills about 40 miles 
away, which is an aluminum reduction plant, where alumina is con- 
verted into aluminum pig. 

We have here in Arkansas a number of splendid small businesses 
that have developed here in recent years who are fabricating alumi- 
num in various ways, and as a result of the terrific demand that there 
has been for aluminum coming from the defense mobilization re- 
quirements, we have found ourselves in a position of just being heart- 
broken over the fact that we have in many instances, or in fact in all 
instances, been unable to meet their requirements. 

The smal] businesses in Arkansas that fabricate aluminum and are 
dependent upon aluminum for their operations, we regard as our 
friends and one of our major responsibilities. 

The situation has so developed that more than 85 percent of all the 
aluminum that we can make is now going to some phase of national 
defense. It is either going in the aircraft, sheets and extrusions to 
the aircraft manufacturing industry, or it is going into aluminum foil 
for the production of aluminum chaff, with which the enemy’s radar 
is neutralized, or into the packaging of foods which must be kept in 
good condition in order to be of benefit to the troops overseas. 

That substantially is the aluminum situation with which we are con- 
fronted. We find ourselves in a position where we have 1,200 or 1,500 
good customers constantly clamoring for more aluminum, many of 
them in the classification that you have indicated as small business, 
and we find ourselves in the unhappy situation of being unable to meet 
their requirements, because of the necessity of delivering it to the stock- 
pile of critical and strategic materials—a very substantial proportion 
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of our production each month, and the major portion of the remainder 
goes to other defense phases in the national mobilization picture. 

I think, Congressman Curtis, I should not intrude further upon the 
time of this important committee, because I know there are others here 
who have problems that are more serious than mine. 

I should like to say this, that our company is speeding as rapidly as 
possible in an effort to increase the production of aluminum. 

By the Ist of July we think we will have added a pot line to our line 
here at Jones Mill, which will give us facilities for producing another 
50 million pounds a year. 

We have added pots to the various pot lines. Many of those pots, 
you might be interested in knowing, were taken from DPC plants that 
have been idle since World War I. 

We acquired a number of those pots from Riverbank, Calif., plant 
that was idle since World War I, because it was a high-cost plant. 
That, together with the additional pot line we are erecting here, will 
increase the productive capacity 50 million pounds a year. 

We have started the construction of an $80 million reduction plant 
in Corpus Christi, Tex., and we are driving night and day in an effort 
to complete it by the first of the year. 

When that has been done the result will be to add another 50 million 
pounds a year production to the aluminum-producing capacity of the 
Nation. 

1 am just glad to have had a chance to tell you something of the story 
of our history, and how sincerely we feel about it, and how anxious 
we are to do everything that we can to augment the critical supply of 
what has come to be one of the most critical strategic materials for 
national defense. 

Thank you, sir. 

Mr. Curtis. Thank you very much, Governor Johnson, for that very 
helpful and splendid statement. 

We all recognize that Reynolds is one of the great companies in this 
country, and it is a great problem trying to solve this problem of criti- 
cal materials, and it is of great concern to many, many small busi- 
nesses. And I am sure that it is of great concern to the small businesses 
in the community of Little Rock. 

I hope that you will be with us all afternoon. 

Possibly, as we get along, there might be some specific questions 
raised by some of your fabricators. 

Thank you very much, Governor, 

Mr. Jounson. I am extremely interested in the hearings, and I think 
they serve a very fine purpose, and even though it takes a lot of time 
and energy for you gentlemen to travel from one end of the country 
to the other in order to conduct these hearings, I think you are correct 
in your statement of a moment ago that you get the most accurate in- 
formation down at the grass roots, and for that reason I think your 
hearing here will serve a very fine purpose and clear the atmosphere 
of many things, and perhaps result in suggestions that, may be pro- 
ductive of good results, and very useful. 

Mr. Cuxrris. Thank you again, Governor. It is very helpful to get 
an understanding of these situations, and we appreciate very much 
having your statement on the record. 

There is one thing I forgot to comment on, and I think it is obvious 
that I should make this remark, that the committee, of course, really 
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acts in a nonpartisan fashion, and I mean that seriously, and the very 
fact that here I am, a Republican, conducting a hearing down in 
Little Rock, with a committee that is headed by, naturally, a Demo- 
cratic chairman, I think is the clearest proof in the world that our 
committee, regardless of parties, politics, or anything else, are all-out 
for the interest of the small-business man. 

Mr. Jonnson. That is very admirable, sir. 

Mr. Curtis. Thank you, Governor. 

I notice that Mr. John E. Buxton of the United States Department 
of Commerce here in Little Rock has come into the room. 

In order to make our panel complete, if the members of the General 
Services Administration from Dallas will come up here to the head 
table, you never can tell, there might be some questions fired at you. 

Before proceeding further, I want to express the gratitude of the 
committee and the panel for the very fine ground work done by the 
Chamber of Commerce here in Little Rock, in arranging for this 
meeting and providing us with these witnesses. 

First of all, I think I did thank Mr. Pfeifer, who is president of 
the Little Rock Chamber of Commerce. 

I also want to thank Mr. Everett Tucker, who I understand is your 
industrial manager, who has been most gracious to you, and John M. 
Davis who, I understand, is chairman of the committee that actually 
made these arrangements. 

We are deeply grateful for this, and I want to say that you have 
shown us the usual southern hospitality that has become so famous 
throughout the country. 

We will now proceed to hear the statements of the witnesses. 

First we have Mr. E. A. Vermer, of Malvern, Ark. 

I wish you would state your name, your business, and give us the 
salient points that will point up to us your problems. 

Incidentally, let me make this statement, that anyone who cares to 
have a statement placed into the record of this hearing that is quite 
lengthy, we will be glad to receive your written statement as well as 
the oral testimony. 


STATEMENT OF E. A. VERMER, VERMER CORP., MALVERN, ARK. 


Mr. Vermer. My name is E. A. Vermer, of the Vermer Corp., of 
Malvern, Ark. 

We are manufacturers of die-cast aluminum handwheels for con- 
trol valves. About 75 percent of the valve manufacturers depend 
upon us for these component parts. These handles are approved by 
the United States Government, substituting for malleable iron. 

I would like to read you some letters from some of the largest pro- 
ducers of valves in the United States, in order to show you the neces- 
sity for these valves to the war effort. 

Here is one from the Walworth Co., and it reads as follows: 

Walworth Co. is a large manufacturer of valves which are used by the mari- 
time, Navy, railroads, heavy industrials, oil refineries, power plants, and hos- 
pitals; in fact, everywhere that water, gas, steam, or air require control. These 
valves are absolutely essential to the furtherance of the defense effort. 

For a long period we have been purchasing a substantial portion of our re- 
quirements of handwheels, made of aluminum, which are used on these valves, 
from E. A. Vermer Corp. of Malvern, Ark. Needless to say, the continuance of 
this source of supply is for us a vital matter. It is our understanding that 
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Reynolds Metals Co. furnishes aluminum to the Vermer Corp. and we are, 
therefore, urging that everything possible be done to kee) Vermer supplied 
with their requirements of this metal. 


It is signed by H. G. Burton, general purchasing agent for the 


Walworth Co. 
Now, here is one from the William Powell Co., one of the largest 
valve manufacturers in the United States, addressed to Mr. Reynolds: 


For the past several years we have been purchasing from the E. A. Vermer 
Corp., of Malvern, Ark., handwheels made of aluminum for our small iron, 
bronze, and special-alloy valves. The valves that we manufacture are useless 
without the handwheels to operate. All of our output goes into industrial 
plants, mines, battleships, atomic-energy plants, and wherever it is necessary 
to control the flow of fluids, air, or gases. I might say that none of our output 
is used in nonessential projects, and it is absolutely necessary that we continue 
to receive handwheels, for we are dependent upon the Vermer Corp. to supply 
us with same. 

I do hope that you will take care of Mr. Vermer’s requirements for metal to 
manufacture this most important item for our valves. 

A large portion of our production is going for defense orders. As a matter 
of fact. we are not certain as to the over-all percentage that is being so used, 
but our records show that of our total output more than 7 percent are on DO- 
rated orders as of today. Many valves that we furnish are going for important 
projects where the DO rating has not been placed with us, for we have not 
demanded it, but we do feei that aluminum wheels are of the utmost necessity 
for us to maintain production. 


That letter was signed by David Forker, vice president of the 
William Powell Co. 
Here is one from the Belknap Manufacturing Co., of Bridgeport, 


Conn. : 


Having standardized on aluminum handwheels produced for us by the FE. A. 
Vermer Corp., of Malvern, Ark., we are greatly concerned over the possibility 
that this source of supply may not continue. 

We produce brass valves for industry and defense housing. While we are 
a comparatively small company, we maintain our own foundries and machine 
shops for complete production of brass valves exclusively, but we do not have 
facilities for producing parts of other metals. 

For a great many years, we used malleable-iron wheels on our valves, but this 
source was cut off during the last war. After considerable difficulty, we were 
finally able to obtain cast-aluminum wheels. These cast-aluminum wheels were 
certainly of inferior quality, and we experienced considerable breakage of them 
even in transit. 

I might add here that that was made of secondary metal. 

The letter goes on further and says: 


Realizing that we had to furnish something better than the cast-aluminum 
wheel, we were exploring other possibilities. The use of plastics warranted 
more than passing attention, but we were greatly interested when the E. A. 
Vermer Corp. presented to us their die-cast-aluminum wheels which we under- 
stood at the start were produced from base metal furnished by you. 

We made certain changes in our past practices in order to adapt the Vermer 
wheel. It has become our standard and therefore is a most important commodity 
to us. 

As an indication of the importance of our products, the National Production 
Authority granted us relief from the restrictions of NPA Order M-12, and we are 
permitted to produce brass valves in quantities sufficient to keep our plant in 
full production. 

One of the matters of great concern to the valve industry is the fact that the 
percenage of DO's so far released has been comparatively small. This can be 
accounted for by the fact that valves are among the last items to be ordered on 
large defense or war projects. I know this from actual experience because 
I was a production consultant on a dollar-a-year basis for the War Production 
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Board during the last war, and one of the toughest problems of production was 
to secure sufficient valves for the war effort. 

We shall certainly appreciate your favorable considerations of the impor- 
tance of handwheels, such as we are now procuring, in order that our industry 
may be ready to meet whatever requirements the defense program may place 
upon it. 

To meet our commitments, we require about 250,000 pounds of 
aluminum per month. This replaces over three-quarters of a million 
pounds of malleable iron which would have to be reestablished to 
convert to the old method. Against this Reynolds Metals, our only 
source of primary supply, has allocated us 5,000 pounds for the month 
of May . The balance we must make up from secondary materials or 
the black market. 

Of greater concern to us is an order for 1,000,000 No. 155 C-18 
booster cups or Ordnance-certified DO-06 under NPA Regulation No. 
2 contract No. DA-33-008-ORD-36. These parts are scheduled for 
delivery of 25,000 pieces per week, beginning this week, and increas- 
ing to 65,000 pieces per week. 

We issued our Purchase Order No. 1186 in favor of Reynolds Metals 
for 112,000 pounds of aluminum to cover this order. 

A reply from the executive sales department of Reynolds Metals 
dated March 22 advised us that we could expect delivery of this ma- 
terial in March 1952, a full year after production was to begin. 

[ immediately advised their Little Rock sales office that we intended 
to take up this matter with the Small Business Committee when it 
held its hearings in Little Rock. On April 25 we were advised that our 
order had been rescheduled, and we would have delivery in July, 
August, and September of this year. 

Our tooling is completed and we are ready to begin delivery as 
scheduled as soon as someone will show us how to deliver without this 
material, ; 

At present there are three primary producers from whom small 
iecnaneletaiin can get their aluminum needs filled. The Celler com- 
mittee has testimony in its files indicating that the chief reasons the 
big three are producing aluminum is to fill their own needs; any 
crumbs beyond that are available to small manufacturers. 

Then there is a crying need for another producer in the field, but one 
that 1s a producer only whose sole purpose is to supply the general 
trade. Such a one is Apex Smelting of Chicago, who testimony is 
also a matter of record with the Celler committee. 

Until we have the asurance from aun independent producer that we 
will have adequate deliveries of metal, we can never be free from con- 
cern about it, because the present producers still have need for more 
aluminum than they can produce. Small business needs a supply 
more dependable than what is presently offered. 

Thank you. 

Mr. Curtis. Thank you very much, Mr. Vermer. That is very 
factual. 

1 wonder if you will remain seated a while. We may want to ask 
you some questions and discuss this a little bit. 

That is a very factual and helpful statement, and I only hope that. 
we can do something in turn. 

I want to ask you a few questions: First of all, has plastics proved 
to be an adequate substitute ¢ 
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Mr. Vermer. No, they won’t even stand shipping, and the heat 
from your valves warp it. The aluminum is the only thing that has 
proven a substitute for malleable iron, and you will see malleable iron 
takes eight times as much manpower as aluminum. The shipping 
weight is four or five times as much. I have all of those records 
in there. 

Mr. Curtis. These records are available to the committee, are they ¢ 

Mr. Vermer. They are yours. I will leave them with you. _ 

Mr. Currts. I might state that we even have a critical situation so 
far as plastics is concerned, 

Mr. Vieeene. The main thing I am interested in is DO orders for 
American munitions. That is critical. 

Mr. Curtis. The next question: Have you found that there is a black 
or a gray market existing in aluminum ‘ 

Mr. Verner. I was offered aluminum yesterday for 50 cents a pound, 
primary. 

Mr. Curtis. I wonder if you would be kind enough to give Mr. Leo 
McCormick some of that information, because I think he will be in- 
terested in it. 

Mr. Vermeer. There is no primary aluminum in the United States 
that Ican find. We went to Canada. 

Mr. Curtis. We have been greatly concerned about the black and 
gray markets, not only in aluminum but also in steel. 

I might state that when we left Washington we were under the 
impression that the black market, if it existed, was just spotty, but 
since these hearings have been conducted we have found it is very 
general, I regret to say. 

Mr. Vermer. I never found black market alurnainum from local 
production, it came from Italy and foreign sources, and Canada. 

Mr. Curtis. You have not had any of ours / 

Mr. Vermer. No, nothing locally at all. 

Mr. Curtis. I am glad to know that. 

Mr. McCormick, do you want to make any comments? 

Mr. Leo McCormick. Yes, sir. 

I would still be very much interested in finding: out whether this 
aluminum coming in from out of the country is over-priced, over and 
beyond the normal duty, and so forth. 

Mr. Vermer. Oh, yes; I don’t know what the duty is, it is only 
about 2 cents a pound, I believe, and your price is the same as here, 
18.3 for the grade we use, so we should buy it for 2).3, and instead of 
that they wanted 40.2, f. o. b. Montreal. 

Mr. Leo McCormick. We are making, as you probably know, a 
Nation-wide drive on scarce metals, and we have competent people 
in the field, and we are operating in the chief centers of this operation, 
Chicago, Boston, New York, and so forth. 

I would very much like to sit with you here, if you have the time. 

Mr. Verner. I will be glad to do it, because I am only interested 
in helping things out. ; 

Mr. Leo McCormick. Right now? 

Mr. Vermer. Yes. 

Mr. Datmas. Does any of this foreign aluminum have United 
States or Canadian markings on it? 
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Mr. Vermer. I have never bought any. I would not buy it at that 
rice. 
- Mr. Datmas. We had testimony in New England last week that 
a good deal of the foreign aluminum in this country had United States 
or Canadian markings | on it, that had been exported and came back 
into the United States. 

Mr. Vermer. I know at the start, when aluminum got scarce, that 
was true in New York. I was offered some again at 40 cents a pound, 
which had Alcoa’s name on it. 

Mr. Damas. You said 50 cents. What is the going price on 
aluminum ¢ 

Mr. Vermer. Secondary or primary ? 

Mr. Datmas. Both. 

Mr. Vermer. The primary price on Grade 2312 is 18.3, and when 
we buy it from the secondary producer it is 30.5 cents, or practically 
double for secondary metal. 

Mr. Datmas. But you say that on a great many of these valves you 
cannot use secondary metal ¢ 

Mr. Vermer. The Army and the Navy would not touch it unless 
it was primary. We have DO orders from the Army and Navy, 
certified, and we cannot get primary metal. We have never had a 
pound of DO metal. 

Mr. Datmas. What is the largest size valve you make ? 

Mr. Vermeer. Up to an 8-inch wheel handle now. 

Mr. Damas. Are they all steam valves or gate valves? 

Mr. Vermer. Gas, oil, water, air, anything controlled. In fact, 
no defense plant can be built without valves, and valves cannot be 
built without handles. We supply 75 percent of the valve manu- 
facturers in the United States, and the other is largely taken up by 
Crane & Co., who make their own aluminum valve wheel handles. 

Mr. Curtis. I would like to have Mr. Bartlett of the National 
Production Authority, and also Lt. Joan Flickinger of the Muni- 
tions Board, to comment on this, if they care to. 

I would like to know why it is, if you have got a very necessary 
defense order or necessary defense orders out, that there cannot be 
materials provided. 

Would you take this over, Lieutenant Flickinger, and comment on 
it, please? 

Lieutenant Friickincer. The only thing, from a military view- 
point, is to extend the DO rating by the prime contractor to the 
subcontractor. 

Mr. Vermer. That has already been done. That does not give us 
any metal. 

ieutenant Friickincer. But the military service has no more 
authority, or nothing more authoritative to do than that at the present 
time. 

Mr. Curtis. What is your stockpile? Can it be used from your 
stockpile ? 

Lieutenant Fiickrncer. The stock has not been authorized. 

Mr. Vermer. Well, what are the boys in Korea going to do when 
they want ammunition? What are they going to do, sit up there 
and wait? 
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Lieutenant Frickrncer. First of all, we have to get an opinion 
from the National Production Authority that there is no more avail- 
able. 

Mr. Curtis. Mr. Bartlett, will you make a statement? What does 
National Production Authority think of this? 

Mr. Bartierr. As I understand the situation, you have defense 
orders, and with those you are unable to secure your necessary basic 
material. 

Mr. Vermer. Those are photostatic copies of what we are up 
against. 

Mr. Barrierr. The only way we can get into that is to examine 
your specific inquiries or requisitions, and we will be glad to do that, 
through the local office here. 

Mr. Vermer. The local office here? 

Mr. Barrierr. We will do what we can to either get a letter from 
your regular source of supply, or they may be able to develop other 
sources. 

Mr. Verner. I will be glad to take the matter up. 

Mr. Datmas. Has the National Production Authority issued a 
directive ¢ 

Mr. Vermer. I don’t know anything about a directive. We issued 
a purchasing order to Kaiser and to Reynolds. 

Mr. Datmas. They follow up DO orders quite often with a directive. 

Mr. Vermer. Small business, it seems to me they have not got the 
attorneys or the lawyers to follow this up. They want to do a good 
job. We spent about $8,000 in tooling. The sample has been made 
and approved, so why should I have to run all over the country to 
dig up metal? I don’t think it is fair. 

Mr. Curtis. I think you are right. That is exactly what this com- 
mittee intends to see does not have to be done. 

Mr. Vermer. I say that there is enough metal going for nonessen- 
tial items that should go into something like ammunition, or some- 
thing that the boys need over in Korea. 

Mr. Curtis. Well, I certainly thank you for this statement. The 
committee is very glad to get it. I might ask right this afternoon if 
the National Production Authori ity people will consult with Mr. 
Vermer, and let’s get the show on the road on this particular problem 
and see if we can reach some sort of a solution right here this after- 
noon. 

Mr. Vermer. Thank you. 

Mr. Datmas. Mr. Chairman, I believe some consideration also 
ought to be given to tapping the stockpile, if it is a matter of ammu- 
nition, 

Mr. Curtis. I certainly think this, that the stockpile has to be 
tapped if it-is going to hold up, as it obviously is from this testimony, 
it is very necessary that orders for the Armed Forces be filled, and 
it is just so obvious that it should not even require any comment. 

I might say, Mr. Bartlett, I think it necessary, and I think it 
probably will be necessary, that a call to Washington, D. C., this 
afternoon is in order. 

So thank you again, Mr. Vermer. 

Mr. Vermer. Thank you and the committee. 

Mr. Curtis. Mr. Lewis Hamlin. 
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STATEMENT OF LEWIS HAMLIN, PRESIDENT, HAMLIN PRODUCTS 
CO., LITTLE ROCK, ARK. 


Mr. Hamuin. My first question has to do with the continuation 
of aluminum, and I would like to ask this question: There still seems 
to be continuing 

Mr. Curtis. Before you begin, would you please just state your 
name and business for the record, please. 

Mr. Hamu. My name is Lewis Hamlin, and I am president of the 
Hamlin Products Co. 

Mr. Curtis. All right, sir. Now, for your question. 

Mr. Hamu. There seems to be an increasing shortage of primary 
aluminum. At the same time there seems to be an increasing supply 
of secondary aluminum. 

I wonder why the National Production Authority regulation cannot 
be relieved for those veople who can use secondary aluminum. 

Mr. Curtis. I think it should be, but I will ask Mr. Bartlett to 
comment on that one. He seems to be the man who is under the 
gun today. 

Mr. Barrierr. The whole situation is that there is so much alumni- 
num available, either primary or secondary, and you cannot very well 
allocate more material than there is available. 

Mr. Hamuty. Still, though, on the market there seems to be more 
of the secondary. It is much easier to bu secondary aluminum to- 
day than it was 4,5 or 6 months ago, aad my product, for instance, 
in the manufacture of it we can use secondary aluminum. In fact, 
we have been using secondary aluminum right along. 

Mr. Curtis. Your point is this, that where secondary aluminum 
can be used, it should be used, and primary should not be used, is that 
your point ? 

Mr. Hamutn. That is right. That, is my point, to certain degree. 

But further than that, if the supply of secondary is increasing, a 
concern like myself, for instance, that is cut down to 65 percent of its 
base period usage, it would seem to me that the National Production 
Authority could relieve that situation by allowing us to use a bigger 
percentage of secondary aluminum. 

Mr. Curtts. I see your point. They are not stockpiling secondary 
aluminum, are they ? 

Mr. Bartietr. I don’t think so, to any great extent. 

Mr. Curtis. Just primary auminum, isn’t that right, Governor? 

Mr. Jonnson. That is right. 

Mr. Curtis. It seems to me that there certaintly shouid be an ad- 
justment of that. 

Do you know, Mr. Bartlett, whether that is under consideration ? 

Mr. Bartierr. Well, there is one sure thing, that when we put the 
CMP plans in on July 1, we will have a definite allocation of all 
tluminum at that point. 

Meanwhile, if you are in a position to do a little trading, that is what 
you want to do, sacrifice primary and get secondary ? 





Mr. Hamurn. I don’t have any primary to sacrifice. I have been un- 


able to get any. 
But as I say, my product can use secondary aluminum, and has 
used secondary aluminum from even before the time the controls 


came on. 
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With that in mind, and with the supply evidently increasing of 
secondary aluminum, it would appear one of the answers to the over- 
all problems would be to relieve those industries that can use secondary 
aluminum. 

Mr. Curtis. I think that is something that we should give considera- 
tion to, and, in fact, we have to be continually restudying this whole 
question, as this committee did, incidentally, just about a month ago, 
we had a closed hearing on the whole aluminum situation, because we 
were not entirey satisfied that there was an actual shortage of alumi- 
num, and there seemed to be more the matter of distribution, that there 
was a bottleneck somewhere, and I am not entirey sure that that still 
is not the case. 

It is not funneling down, and although stockpiling is necessary to a 
certain degree, we cannot be too unrealistic about the thing. 

Mr. Hamu. It is hard for a small-business man to understand 
why the increase in the supply of secondary aluminum, why you can 
go out and buy a hundred ee pounds today and get immediate 
delivery. 

Mr. Curtis. You mean why the supply has increased ¢ 

Mr. Hamutn. That is right, why there is more secondary aluminum 
available today than there was 5 or 6 months ago. 

Mr. Curtis. Let me ask you another question on the black and gray 
markets, have you received offers to buy aluminum at a premium ? 

Mr. Hamu. No. 

Mr. Curtis. You have received none of those ¢ 

Mr. Hamu. No, I have not exposed myself to an offer, because I 
Lave not had to. 

As I say, you apparently can buy as much secondary aluminum as 
you want from the smelters. 

Mr. Curtis. In other words, your point is this, that it is the Govern- 
ment regulation that is interfering with you. 

Mr. Hamu. That is right. 

Mr. Curtis. And that actually there seems to be enough secondary 
aluminum available, if the Government were to leave it alone. 

Mr. Hamu. That is exactly right. 

Mr. Curtis. That is what some of us thought when we conducted 
that hearing, and we have not got the answer yet, but we are very 
much interested in your statement because of your knowledge of the 
situation here from your own angle. 

Mr. Datmas. Mr. Chairman. 

Mr. Curtis. Mr. Dalmas. 

Mr. Darmas. Isn’t it a fact that your secondary supply, your sec- 
ondary aluminum supply may increase because of the increased use of 
primary aluminum? Wouldn’t one naturally follow the other? 

Mr. Hamu. I would not be able to answer that question. 

Mr. Datmas. According to our understanding, 40 percent of all the 
primary aluminum that is manufactured or rolled in one shape or 
another becomes secondary aluminum. 

In other words, in the manufacture of planes and other products, 
you have a 40 percent waste there that becomes secondary aluminum. 

don’t know whether that figure is exactly richt. 

Mr. Hamurn. Let me ask you a question, What will you do with the 
secondary aluminum that you are accumulating? 
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Mr. Currrs. I would like to ask Mr. Bartlett how much control the 
National Production Authority has over secondary aluminum. 

Mr. Barrierr. We are trying to allocate it evenly to all concerned. 

Mr. Damas. Secondary aluminum ¢ 

Mr. Bartierr. Yes, sir. 

Mr. Currts. I wonder if Governor Johnson might give us a little 
help on that, and make a comment or two. 

Mr. Jonson. Congressman, we have, or our company has had in 
its mind the very simple question that Mr. Hamlin has been asking, 
with the very rigid controls on primary aluminum we felt that sec- 
ondary aluminum should be controlled, too, and a very substantial 
portion of this primary aluminum that is going into the market, caus- 
ing that increasing quantity to which Mr. Hamlin refers, a very sub- 
stantial portion of it, I think you will find is being imported. 

I think you will have no difliculty, by examining the records, to find 
that it is being imported in constantly increasing quantities all the 
way from Japan and back to Italy and Greece and Germany and 
everywhere else. 

There is a very considerable increase in the importation of second- 
ary aluminum. At least, that is our understanding. 

Mr. Curtis. Thank you very much, Governor. 

Mr. Datmas. I would like to read a statement from a report of the 
committee on this subject under date of April 14, and under the head- 
ing of aluminum. 

The committee has received complaints from aluminum smelters and foundries 
that their supply of aluminum scrap is drying up. Aluminum fabricators are 
sending their scrap back to the mills in return for more new metal, according to 
the officials of the smelter, and found this is disrupting industry built upon sec- 
ondary aluminum, including 60 to 70 smelters and about 2,500 foundries, nearly 
all small-business concerns, 

[I just wonder whether that report that the secondary aluminum is 
going back to the mills is an accurate one or not, Governor? Do you 
know anything about that? 

Mr. Jounson. I expect it is in a good many cases, Mr. Dalmas. 

Mr. Curtis. Do you have any information on that, Mr. Hamlin? 

Mr. Hamurn. I would like to ask a question on it. You referred 
to turning back scrap aluminum for new aluminum. Do you mean 
new primary aluminum or new secondary aluminum ? 

Mr. Datmas. This item was on the basis of complaints that we 
received from smelters and foundries using secondary aluminum, 
and they told us that some of their scrap was being traded back to the 
primary producers for new metal, and what they did with the 
secondary metal we were not advised. This is the basis—that item was 
on the basis of complaints received from these small smelters and 
foundries around the country. 

Mr. Hamu. I would assume from that report that they meant 
new secondary aluminum instead of new primary. 

Mr. Datmas. Iam glad to have that correction. 

Mr. Curtis. Thank you, Mr. Hamlin. 

And I want.to tell you that you have posed the $64 question to 
us, and we do not have the answer, but that is exactly what we are 
out to get, we are out to get these problems, and I can assure you 
that Mr. Dalmas and our whole staff will follow through on this to 
see if we cannot solve this problem that you have posed to us. 
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Now, was there anything further that you wished to ask? 
Mr. Hamuin. Yes; I have one more question. It is an unrelated 
uestion. This question is on the Defense Production Act of 1950, 
Public Law 774, extension 10161. It has to do with the wage freeze 
which controls the salaries of employees. 

There is a very definite need for a clarification of this act. The 
only clarification that the small-business man has is the services that 
he subscribes to, such as the National Foreman’s Institute, or Kip- 
linger’s, or many others that are available. 

The particular question that I would like to have answered is, is 
there any provision made, for instance, for a foreman who we will call 
a learner foreman, we will say that it takes him a year to learn the 
job, and he has been on the job 2 months when this law comes into 
effect, and he is just about ready for his first increase. According to 
this law, why, you cannot increase him. So he has to go along until 
he becomes a full-fledged foreman before he can be elevated, and then 
be eligible for an increase in the next classification. 

That destroys the incentive of the foreman, and it is a hard job 
to keep them on a learner foreman’s job. He wants to go back on 
the machine where he can make more money. 

Mr. Curtis. I might state this, that we have been having a great 
deal of difficulty, and incidentally, so have the labor unions been 
having a great deal of difficulty, in getting interpretations of the pro- 
visions of our wage freeze. 

Now, I might ask this, have you taken up this matter with your 
local official of the National Production Authority ? 

Mr. Hamu. To some extent. Weare going to have another meet- 
ing with them tomorrow again. 

Mr. Curtis. On this particular problem / 

Mr. Hamu. Yes. I might add that every——. 

Mr. Curtis. Lam sorry. I did mean the OPS. 

Mr. Hamu. Yes. I might add that the interpretation so far 
seems to put emphasis on how not to give an increase, and it does 
not give much explanation on how to go ahead and give an increase. 
Let’s see, Mr. Leo McCormick is not here. 

Mr. Ritey. Mr. Chairman. 

Mr. Curtis. Yes, Mr. Riley. ‘ 

Mr. Ritey. Well, as you know, the Wage Stabilization Board has 
been in quite a bit of turmoil, but I read in the papers that they 
have appointed a Board now, the labor representatives have been ap- 
pointed to the Board, so they should begin functioning again, and I 
think, if my memory serves me correctly, in this particular circum- 
stance the foreman would be entitled toa raise I think they have an 
interpretation out on that, and it is probable that you were not 
apprised of the fact that such a ruling has been made. 

The Department of Labor has been handling the work for the 
Board until such time as they begin functioning. So if the Depart- 
ment of Labor has a regional office, I am sure that you might get in- 
formation from them which may be helpful to you. 

Mr. Curtts. Incidentally, this committee has been urging that 
more authority be given the local officials of the various governmental 
agencies to make preliminary decisions and interpretations upon 
which the small-business man may rely, although that interpretation 
or opinion might later be overruled in Washington, at least it would 
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be something upon which a small-business man could act by going to 
the local representative in the community. 

But I do know that in many ways we have been having difficulty 
in the interpretation of the various wage-freeze provisions, and we 
are very glad to get your problem on the record here, and we will 
have to go into that, too. 

Mr. Hamu. I have one.more question that was asked by one of 
my customers, and it has to do with the one ceilings. 

When they issued a price list from a branch of the major company, 
they made a mistake in the price sheet, and it was some few cents 
under the going price that the same product was being sold for in 
other branches of the country. This was out in the field for some 2 or 
3 weeks before it was noticed. Now, they ask whether or not they 
would be allowed to go ahead and increase that price, once it has been 
established. 

Mr. Curtis. Mr. Holloway. 

Mr. Hottoway. Mr. Hamlin, I am not familiar with that particular 
instance that you refer to. Mr. McCormick will be back in a few 
minutes, and I will give you that answer then. 

Mr. Curtis. You will do that this afternoon ¢ 

Mr. Hottoway. Yes. 

Mr. Curris. All right. Thank you very much, Mr. Hamlin, for 
your very helpful information. 

We will now call upon Mr. David Ward of the Ward Body Works. 
Will you just take a seat there and state your name and business, 
please. 


STATEMENT OF DAVID WARD, OWNER, WARD BODY WORKS, 
CONWAY, ARK. 


Mr. Warp. Mr. Curtis, Ward is my name, and I am owner of the 
Ward Body Works at Conway, Ark. 

I have but one question. I got an Army contract the other day, 
either for the Army or the Navy, for 725 to 1,088 busses. 

My steel suppliers as of today say that they cannot give delivery 
on some of this steel to meet the Government’s demands be scheduled 
for this job. What can be done? 

Mr. Curtis. In other words, your problem is somewhat similar t 
Mr. Vermer’s. You have actually got your defense contract, or rather 
a contract from the Army and Navy, and you have not got the me- 
terials to complete it. 

Mr. Warp. It is in the Army or Navy, I believe it is the Navy, 
they have got to come and inspect our plant, and so has General 
Motors, and we are getting ready now for this inspection as quickly 
as possible, and we have to give 15 units by the Ist of July, and 
thereafter I think it is 150 a month, with the option of adding a third 
to it, and we have got a considerable amount of material, but accord- 
ing to the specifications of this bus, why, we are going to have to 
have some help, or they are going to have to bring up the date a little. 

Mr. Curtis. You actually have the contract, do you# Have you 
signed the contract or negotiated it ? , 

Mr. Warp. It is in the making. 

Mr. Curtis. It is in the making? 

Mr. Warp. And they awarded it to General Motors. 
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Mr. Curtis. And you are subcontracting for General Motors? 

Mr. Warp. Under General Motors. Of course, now we have to have 
our plant inspected, and we are going through that time now, and I 
understand that they are to be at our place this week. 

Now, that is my understanding, but if we are awarded this contract, 
what will happen é 

Mr. Curtis. In other words, if you do get the contract you want 
to be sure, of course, that you can get your steel. Now, what is your 
normal supply that your supplier gives you ? 

Mr. Warp. Well, Jones & Laughlin, United States Steel, and 
American Rolling Mills. 

Mr. Curtis. Do you have a historical record with them? In other 
words, how long has your company been in existence ¢ 

Mr. Warp. Fourteen years. 

Mr. Curtis. So you do have a record of purchasing from them in 
the past. 

Mr. Warp. We have been purchasing from them for about 10 years. 

Mr. Curtis. Would this contract put you above your normal 
purchases ¢ 

Mr. Warp. Oh, yes. 

Mr. Curtis. That would carry, of course, a DO rating? 

Mr. Warp. I understand it carries a DO rating, but the mills are 
filled with DO ratings. That is the problem. 

Mr. Curtis. A DO rating, you would agree, is a hunting license? 

Mr. Warp. Yes, it is a hunting license. They have filled up the 
second quarter and third quarter, and so forth, and if you take your 
pencil and use it a minute you will see that that amount of steel will 
be allocated and it is filled up. 

Mr. Curtis. Yes. 

Mr. Bartlett, would you comment on that problem, please ? 

Mr. Bartuerr. Mr. Chairman, I think that our local office will be 
able to help this particular situation here after the gentleman gets his 
defense orders, and we will certainly be glad to assist you in having 
your requisitions honored. 

Mr. Warp. You see, I am not 100 percent in the dark, but the per- 
centage of this steel that they will ask for, we are going to have to 
have something done. They will have to give us a little leeway or 
something will have to happen. 

Mr. Datmas. What size and type of steel are you going to use for 
these busses / 

Mr. Warp. It will range from three-sixteenths to 22 gage in rolls 
and sheets, and so forth. 

Mr. Damas. How much tonnage is involved ? 

Mr. Warp. Well, it will run about 2,000 pounds, a unit will run 
around that, and there will be around 15 units a day, that is how much 
steel I have to get. 

Mr. Curtis. Have you presented this problem to Mr. Buxton? 

Mr. Warp. No; I have not. 1 have been too busy getting ready for 
the job. 

Mr. Curtis. Yes. Perhaps you might talk to Mr. Buxton here this 
afternoon. That is Mr. Buxton down there [indicating]. 

Mr. Bartierr. Yes, this is Mr. Buxton. 

Mr. Curtis. Do you think you can help him on this, Mr. Buxton ? 
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Mr. Buxton. Well, we have been able to give help in most cases 
where people have come to us. 

Mr. Cortts. That is fine. That is the way it is supposed to work 
out, and we want to be sure that it will work that way. 

Mr. Warp. The only thing I want to do is to help protect America. 

Mr. Curtis. Thank you very much, Mr. Ward. 

Mr. Warp. Thank you, sir. 

Mr. Curtis. I am glad you gave us this statement, and if you will 
get together with Mr. Buxton here right now, maybe you can lay the 
groundwork for this. 

Mr. Warp. O. K. I will get together with him right now. 

Mr. Currrs. Mr. Springer of-the Lion Oil Co. 

Will you come up here, be seated, and state your name and your 
company, please. 


STATEMENT OF M. R. SPRINGER, LION OIL CO. 


Mr. Sprincer. My name is M. R. Springer, and I would like to 
preface my remarks by the statement that I am not here in an official 
capacity for the Lion Oil Co. I am their division manager, handling 
Arkansas. 

I just merely want to report to you as to the critical situation that 
is developing owing to the shortage of certain materials. 

A few years ago we started in on the development of a material 
for the control of grass, and then we did some work on cotton. We 
got pretty far along with that thing, and last. year we had several 
acres of cotton grown with this material, with the end result that a 
tremondous amount of manpower hours were saved, and the potential 
is tremendous. 

This year, at the beginning of this year, when it was apparent that 
there would be a tremendous shortage in manpower, the farmers be- 
came vitally interested in growing cotton through the use of herbicides. 

At that time, at the beginning of this year, it was apparent that the 
critical material shortage would affect the container proposition for 
the storing of this material on the farms by the farmers. 

Now, we have a law on the statute books in Arkansas that classifies 
this material under the Poison Act of the State, and the container 
into which this material is delivered must be pretty well identified. 
We carry a serial number on the tank. We prefer to own the tank, 
and it was apparent, as I stated before, that there would be a shortage 
of these tanks. Incidentally, they run about 530-gallon tanks, and are 
used out on the farms. 

So, in our meeting that we held with these farmers’ groups, and we 
held these meetings throughout Arkansas in the cotton-growing areas 
and in Mississippi, we emphasized the fact that there would perhaps 
be a shortage of material that would affect the tank situation. 

So, to take ourselves off the hook, we told these groups of farmers at 
the outset that we would make a special price on the material where 
they came into the supply plant and got it themselves, and we gave 
them a cent and a half a gallon off the regular price. 

So a number of these farmers have signed up contracts for the ma- 
terial, and had expected to, in the absence of the regular 530-gallon 
tanks, had expected to bring in washtubs and drums, and what not, and 
get this material and use it on their farms, but the chances are, you 
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gentlemen realize now, that the drum situation was just as critical as 
anything else was. 

So what I am stating is that we have earmarked a million gallons 
of this material in these areas for use this year. It is a pure petroleum 
»roduct. It can be used as a naphtha, a special brand of naphthas. 

Ve could sell it tomorrow for other purposes, but we would like to be 
helpful to the farm people, and they are really going to need it, and 
they will need some help. 

We have thought enough of it so that we have appealed through 
the Agricultural Department in Washington. They tell us that they 
have just about reached the dead end of the street, so if there is any- 
thing that can be done that will help make a lot of farmers in Arkansas 
and Mississippi very happy, that is the thing that should be done. 
Otherwise, I feel like we are off the hook, but I would like to have a 
bodyguard when I go among them next summer, come cotton planting 
time orc ultivating time, when they are not able to get any kind of con- 
tainer in which we can deliver the material. 

Mr. Curtis. Thank you very much, Mr. Springer, for calling this to 
our attention. 

Naturally, we all know, and it has been so declared, that farming, 
of course, is a part of our defense effort, and it of necessity has to be 
so. This does affect our defense effort. 

I might state that I believe it was in Nashville where we had a 
manufacturer of these containers on the stand, and he was giving us 
the picture from his angle, and it was a pretty sad situation. 

Now, let me ask you, who is your normal supplier of these drums and 
containers in this area? Who are your sams gy 

Mr. Sprincer. The Dixie Manufacturing Corp. 

Mr. Curris. Here in Little Rock ¢ 

Mr. Springer. Yes, sir. I feel sorry for John if he is not able to 
get these tanks this year, because when these farmers crawl up my 
back I am going to send them down and say, “There is the guy who 
told us we could not get them.” 

Mr. Curtis. In other words, his problem apparently is in getting 
the material in order to fabricate these tanks ? 

Mr. Sperincer. That is right. 

Mr. Curtis. I understand that Mr. Davis is in the audience. 

Mr. Sprincer. He really is. Don’t let him hide in the back there. 

Mr. Davis. I might make a statement on that. 

Mr. Curtis. Very well. State your name and your business, bring 
up two chairs, and both of you sit together. Bring up a chair there 
and we will get into this problem. 

Mr. Springer. Yes, you are more on the hook here than I am, my 
friend. 


STATEMENT OF JOHN DAVIS, DIXIE CULVERT MANUFACTURING CO. 


Mr.-Davis. My name is John Davis, and I am from the Dixie Cul- 
vert Manufacturing Co. 

Mr. Chairman, I can amplify the statement that; has been made by 
Mr. Springer, and probably tell you a little bit more about the diffi- 
culties that we have had in not being able to obtain the materials, but 
in attempting to obtain the materials, 

Mr. Fletcher Rider, one of the vice presidents of the Lion Oil Co., 
came to us in February and stated that they would inaugurate this 
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herbicides program this spring, and that they would need the tanks, 
I believe, by April 15. At that time he said he would need 665 of the 
530-gallon Skid tanks, which is a farm tank, in order to carry out this 
program. 

We checked on material, and we checked our sources of supply and 
we checked our inventories on hand, and we found that we could 
furnish them 102 of these tanks, which still lacked 563 tanks that they 
would need to inaugurate or complete their program. 

Mr. Rider took up the problem with the National Cotton Council 
first in Memphis, and they backed him up 100 percent, and then went 
to the Department of Agriculture in Washington. 

So we had quite a little bit of correspondence and telephone calls 
with the Department of Agriculture in Washington. We wrote to 
Mr. Roy W. Lennartson, at the Office of Materials and Facilities, 
Production and Marketing Administration, United States Depart- 
ment of Agriculture in Washington, and set out the amount of ton- 
nage that would be necessary in order to make these tanks. That 
letter was written under the date of March 16, and-under the date of 
March 28 we had a very interesting letter from Mr. Lennartson, the 
Director of the Office of Materials and Facilities, in which he stated— 
if you will pardon me, I will read it: 

We requested that directive action be taken by the NPA on the Tennessee Coal, 
Iron & Railroad Co., Memphis, Tenn., to effect delivery of the following mate- 
rials of your company by March 31, 1951. 

This letter was dated March 28. In other words, it was an order 
to take it off the shelf and ship it on in, as if it was that easy. 

He listed the quantities of steel ordered, which were 95 tons of 14- 
gauge, hot-rolled sheets, and of one size, and 10 tons of another size, 
and then 31 tons of 214 by 2-inch by #5 angle iron; in other words, a 
total of 136 tons of steel. 

He further requests, or he further states 

That the request for the directive was based on your need for these materials 


to enable you to complete the fabrication of 565 skid tanks for the Lion Oil Co., 
El Dorado, Ark. 


The letter goes on further: 


We have also informed NPA that the deadline for the need of the tanks is 
April 15, and that your suppliers will not be able to furnish the steel prior to 
that date or subsequent to it, without a directive of some kind. A recommen- 
dation has been forwarded to Mr. Marshall M. Smith, Director, Machinery 
Division, Office of Industrial Operation, NPA, Department of Commerce, Wash- 
ington 25, D. C., attention of Mr. Robert Terry. 

Now, that was the last that we ever heard of the directive, gentlemen. 
We have heard, oh, I presume a half dozen times, we have had about 
a half dozen telephone conversations with Washington since then with 
various men, but we have never gotten a directive and, of course, we 
have not gotten the steel. 

Mr. Springer is mistaken if he thinks he will send the farmers in to 
us and let us carry that burden. We are not going to be the buffer 
for that. First of all, we are coming back on you. 

Mr. Sprincer. I am going to tell them it is all your fault, John. 

Mr. Curtis. You are suppliers not only to the Lion Oil Co., but to 
probably other companies, too? 

Mr. Davis. Oh, yes. 

Mr. Curtis. And the same situation applies there? 
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Mr. Davis. With the exception that this is a special program, a 
herbicides oil program that we are working on, but we do have the 
same problem of materials with other oil companies and other 
customers. 

Mr. Curtis. Let me ask another question. I presume, of course, that 
you do have competitors in the field#? You do, do you not? 

Mr. Davis. Oh, yes. 

Mr. Curtis. Are they able to, or do they seem to be confronted with 
the same problem that you are? 

Mr. Davis. I think so; yes, sir. Now, I don’t know about this 
particular type of tank, but I do know that the Lion Oil Co., after we 
told them that we could not furnish the oil, I do know that they 
checked with several other companies, and the tanks are not available, 
and they have not been able to get them. 

Mr. Sprrncer. You see, we are not married to him like that, we will 
buy them anywhere we can get them. 

Mr. Curtis. I thought that was the case, but I wanted that clear 
in the record, because occasionally we have found that one company 
might be able to get them while another one is not, and we are inter- 
ested in knowing why the situation is not generally understood. Mr. 
Buxton had some experience on this; I wonder if you would care to 
make a statement, Mr. Buxton ? 

Mr. Buxton. This is one case where the man has been in to see us 
and we cannot help him. We sent a teletype to Washington to see 
whether we could get a DO rating under Agriculture, not for these 
particular tanks, but for tanks in the future on a new delivery propo- 
sition. I have not called you yet on that. 

Mr. Davis. That was under M-55; it did not apply. 

Mr. Buxron. We looked at it, and it looked like that they just hit 
all around this particular thing. They mentioned everything in the 
world in the order except this type of skid tank, apparently. I mean, 
it seemed to be an omission to us, an oversight, and perhaps they were 
not familiar with the type of operation, so that) was the way we 
phrased the teletype, we believed from reading tlie order, and from 
the type of things considered in there, that this might be an omission 
and we believed it was an omission, and if it was, to put it back in there. 
They said that it did not apply. 

Mr. Cortis. Let us go right up the line and ask Mr. Bartlett. We 
will go to Washington now. What is the situation there? 

Mr. Barruerr. We have here before us a copy of order M—55, which 
the gentleman has referred to. I have not had a chance to analyze 
it and see whether it covers this or not, so we would have to get a 
special ruling. 

Mr. Curtis. Well, this seems to be pretty critica). I wonder if you 
cannot get on this situation this afternoon, too. 

Mr. Bartierr. As I understand it, you have already got a teletype 
today; is that correct ¢ 

Mr. Sprincer. Yes. I would like to say one other thing here, that 
the farmers need a lot of tanks for other materials, such as tractor fuel 
and gasoline, and things like that. Now, of course, they are nonexist- 
ent, and we make no bones about that, that they will not be able to get 
these tanks. But this is critical, it is a special situation, and it is 
something different and aside from just something that you place in 
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the field. This is a critical situation. These farmers have depended 
on this thing. I don’t know what arrangements they have made about 
labor, but they are facing a critical labor situation, and they have 
made arrangements for this, anticipating the extreme shortage of the 
tanks. 

Mr. Curtis. Now, this has to be solved pretty quickly if it is going 
to do any good, doesn’t it? 

Mr. Sprincer. This is the last week. 

Mr. Curtis. That is exactly what is bothering me. That is why I 
say, Mr. Bartlett, I am not too much concerned with whether there 
are teletypes back and forth, but if we don’t get a solution to it 
immediately, there is going to be a lot of difficulty. 

Mr. Springer. We have had some California weather out here, and 
they are a little bit late on planting cotton, so if we can get the 
material we can make it up pretty quick. 

Mr. Curtis. Mr. Dalmas had a question to ask, I believe. 

Mr. Daimas. I wanted to ask Mr. Davis if he had orders placed for 
this material. 

Mr. Davis. We attempted to place the order, but the mills would not 
accept them. We have an order from Memphis now at the sales 
office of the Tennessee Coal, Iron & Railroad Co., which is being held 
in the desk. ‘The manager of that office has it in his desk, but he has 
not even sent it to the mill, because it is a nonrated order. It did 
not even carry a DO rating. 

Mr. Curtis. It does not carry a DO rating? 

Mr. Datmas. Under this M-55? 

Mr. Davis. That is right. 

Mr. Datmas. This M—55 or any other order that NPA issues can be 
amended in nothing at, if they so desire. If they made an obvious 
omission of a vital and important farm vessel element, or what have 
you, it ought to be corrected, and fast, and they have the facilities for 
doing it, if they will. 

Mr. Davis. Gentlemen, may I add this remark? Under M-—55 it pro- 
vided for quite a bit of farm machinery and farm equipment and 
anything that is necessary to keep the farm program going. Well, 
certainly, 1 mean, with the mechanization of farms that has come 
along on the farms in the past few years, what good is it going to be 
to have a tractor on a farm, for instance, if you do not have storage for 
the tractor fuel, so that it looks to me definitely that this type of tank 
should be included under M-—55. 

I have been advised by several of the mills that the month of June 
has been set aside for producing steel to be furnished under the M—55 
program, and that practically the entire capacity to the month of June 
will go out under that program. 

Mr. Curtis. Our Small Business Committee is holding hearings in 
Chicago on May 11 and i2 for the farm implement manufacturing 
people, and although these tanks might not come under the term of 
what we normally think of as farm implements, it obviously is the 
same situation, and it seems to me that you people might well have a 
representative of your industry in Chicago to put in your oar, and 
even if you don’t, | am certain that we can be sure that your statement: 
of this situation is put into the record up there and called to the 
attention of the committee at that time. 

In the meantime, though, Mr. Bartlett, I see no reason why we 
should not get some hot action this afternoon, and tell those people 
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back there that they have obviously made ‘a mistake, and let’s get 
this situation allayed. 

Mr. Barruierr. I will be very happy to take the matter up with 
Washington. They have daylight saving time and they have a 2-hour 
jump on us, but we will try to get hold of them. 

Mr. Curtis. Yes, I see it is 5 o'clock there. If we cannot get them 
today, let’s get them tomorrow. 

Mr. Davis. May I again call your attention to the fact that the 
United States National Cotton Council, and the United States De- 
partment of Agriculture, in connection with the program of Mr. 
Springer, have sponsored that program. I don’t know Mr. Lennart- 
son; you might possibly know who he is, with the Production and 
Marketing Administration; Office of Material and Facilities, but I 
just wondered what happened to his request for a directive that ap- 
parently he made under date of March 28, and made that to the NPA. 

Mr. Curtis. That is something that we will have to follow through 
on, and I can assure you that we will follow through in order to 
find out. 

Incidentally, this is an example of what the Small Business Com 
mittee is trying to do, and approves the rightness, in my opinion, of 
our going out into the field and getting these problems first-hand. 

We get these problems every time we have a hearing, and I cer- 
tainly want to thank both of you gentlemen for bring these matters 
to our attention, because they are very important, and I know that 
Mr. Bartlett appreciates it in the same sense that we all co. 

Is there any further statement you want to make on this? 

Mr. Davis. No. I think that covers it. 

Mr. Buxron. I want to call the attention of you and Mr. Davis 
to the fact that an amendment to M—55 would noc take care of the 
situation this year, because the material allocated for an order for 
manufacture in June would not solve his problem this year. 

Mr. Sprincer. We have to have the tanks within the next 3 weeks. 

Mr. Buxron. He has to have them before June, and under M—55 
there is a June allocation for material to manufacture these things, 
not only agricultural implements, but everything except this tank 
that he is asking for. 

Mr. Curris. Let me ask you this: What sort of set-up do you have 
to correct a hardship case that requires immediate correction, such 
as this? 

Mr. Davis. I think I can answer that, that they can request a 
directive. A very good friend in Memphis had a DO order, and it 
was some 600 tons of steel that was promised for September, but he 
obtained a directive out of Washington and he had that steel with- 
in 3 weeks’ time. 

Mr. Curtis. Yes, I think it can be done. 

Mr. Davis. So that a directive is the only thing that will do any 
good so far as Mr. Springer and Lion Oil Co. are concerned, on this 
particular program of theirs. 

Mr. Springer. To do us any good, we would have to get on the 
wires to do it, he will have to do that. 

Mr. Curtis. That is right. I agree with you. 

I want to again state that this committee is going to follow this 
thing through to see if we cannot do that, and I know that Mr. Bartlett 
will cooperate to try and produce results in this matter, 
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Mr. Davrs. In addition to the other farm tanks, Mr. Chairman, if 
farm tanks could be declared as eligible under M—55, it would cer- 
tainly help a little bit later on in the harvesting season. 

Mr. Datmas. We will keep that in mind at these Chicago hear- 

ings. 
T want to say for the benefit of those present that the Southern As- 
sociation of Agricultural Implement and Equipment Manufacturers, 
Atlanta, Ga.. have indicated their interest in the Chicago hearings, 
and they expect to have witnesses there, so if there are any manufac- 
turers of agricultural implements, equipment, or anything used on 
the farms in this area, I suggest that they get in touch with that 
association. ° 

Mr. Davis. The Southern what? 

Mr. Daumas. The Southern Association of Agricultural Implement 
and Equipment Manufacturers, Atlanta, Ga. 

Mr. Chairman, I would like to read for the record a note that Lieu- 
tenant Flickinger has given me about stockpiling. 

Mr. Curtis. Thank you, gentlemen. 

Mr. Davtmas. Public Law 520, Seventy-ninth Congress, stipulates 
that no material can be released from the stockpiling except under the 
signature of the President of the United States. To date, no material 
has been released. If any concern wishes to obtain material from 
the stockpile they can apply to NPA, who passes it on to the Defense 
Production Administration, who in turn requests the Munitions Board 
to prepare a letter for the President’s signature. To date, no re- 
quest of this nature has been made. 

Lieutenant Flickinger, incidentally, got that information by tele- 
phone from Washington a few moments ago. 

Mr. Currtts. Then, as I understand that, Mr. Dalmas, in regard 
to that aluminum order, there could be an application made where 
they had these wheels, an application could be made to NPA to release 
materials from the stockpile for that purpose¢ That is your under- 
standing of that? 

Mr. Datmas. That is correct; if the President is willing to sign it. 

Mr. Curtis. Is Mr. Vermeer still in the audience here? 

Mr. Vermer. Yes. 

Mr. Curtis. You might consider that. 

Mr. Vermer. I didn’t quite catch that. 

Mr. Curtis. Will you explain that to him again, Mr. Dalmas, off 
the record ? 

(Discussion off the record.) 

Mr. Vermer. Would it be more practical to get all of your cus- 
tomers? The die caster today, he gets no quota of anything. He 
merely can fill any order that he gets. The customer is limited to a 
certain amount. I don’t know what the situation is. A big con- 
cern in Chicago, they have people in Washington, agents, and the 
can see what they have done in the matter, but such people as Wal. 
worth, Powell, and people of that type, they have to make the applica- 
tion, as I get it. 

Mr. Davmas. If they have defense orders they have to make the 
application for releasing the material. ; 

Mr. Vermer. That is right; outside of like this ammunition order. 

Mr. Curtis. By your knowledge of this, you can pass that informa- 
tion on to them. 
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Mr. Vermer. In other words, as I understand it now, they would 

apply for an allocation from the stockpile; is that it ! 
fr. Datmas. That is right; if they could not ootain it anywhere 
else. 

Mr. Vermer. I think that the evidence clearly shows that is an 
essential item, because no defense plant could be built without them, 
you cannot build a ship or an aluminum without valves, and you 
cannot turn the valves without iron, and if you went back to the old 
malleable iron deal, there is none available. 

Mr. Datmas. That is correct. We have heard a great deal about 
that malleable-iron situation. The malleable foundries cannot get 
pig iron, serap, or coke. 

Mr. Verner. Al! malleable irons are in big cities, where they have 
a critical labor supply, and we have a surplus labor supply, and 
40 percent of our labor consists of disabled veterans. We can bump 
that up to 75 or 80 percent, and I think that should be given con- 
sideration. 

Mr. Curtis. I agree with you on that. Thank you again, Mr. 
Vermer. 

Now, I understand that Mr. Frank Cantrell, managing director 
of the economic council, State chamber of commerce, is in the audience. 
I wish you would stand up. Ishe here? Yes. 

Mr. Cantrell, on behalf of the committee, I want to thank you 
and your organization for cosponsoring this meeting and being of 
such great help to us. 

Mr. Canrrety. Thank you, sir. 

Mr. Curtis. Mr. Edward Warmack, of Fort Smith, Ark. 

Will you come forward, please, and state your name and business, 
sir? 


STATEMENT OF EDWARD WARMACK, WARMACK STOVE CO., 
FORT SMITH, ARK. 


Mr. Warmack. My name is Edward Warmack, of the Warmack 
Stove Co., Fort Smith, Ark. 

We manufacture gas heaters and lawn chairs. Many of our cus- 
tomers are hardware jobbers, the balance of thera being furniture 
jobbers. 

Our furniture jobbers usually raise their prices as we raise ours. 
The hardware jobbers, many of them, especially the smaller jobbers, 
have a policy of raising their prices after they have sold out of their 
present inventories, and if they have a carload of merchandise on hand, 
and a price raise comes in when the carload is half sold, they continue 
selling it at the cheaper price until the car is sold and they order new 
material. 

Mr. Darmas. That has to do with hardware jobbers? 

Mr. Warmacsk. Hardware jobbers; yes, sir. 

Our problem is this: We raised our prices January 13. Quite a 
number of our hardware jobbers had merchandise on hand, so they 
did not raise their prices. The freeze, of course, came on January 
25 or 26, and the retailer has been relieved, we, as a manufacturer, have 
a higher established ceiling, and there is no relief at all for this jobber 
who failed to follow the course which we followed on the date that 
we followed it. What would you suggest? 
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Mr. Curtis. I am going to turn that over to Mr. Holloway. 

_Mr. Hotioway. Have you got a copy of Manufacturers’ Regula- 
tion 22 ¢ 

Mr. Warmack. Yes, sir. 

Mr. Hottoway. It does not provide you any relief? 

Mr. Warmack. I am not talking about relief. I am talking about 
the hardware jobber. 1 am relieved. I am all right. But I want 
my customer .elieved. The retailer can sell it, but the hardware 
jobber cannot buy it because he has no way of justifying his position 
in the price. 

Mr. Hottoway. Well, Mr. Warmack, I cannot give you that answer, 
but I can get it for you. If there is any relief under our present 

Mr. Warmack. There is no relief under your present set-up; no, 
sir, there is not. I want to get some relief put into the set-up in Wash- 
ington, or wherever it has to be instigated. 

Mr. Curtis. Where is Mr. Leo McCormick ? 

Mr. Datmas. I am informed that there is no wholesale regulation 
at the moment. 

Mr. Hottoway. That is correct. 

Mr. Warmack. Except that he is frozen on the price he was selling 
at during the base period He is under the general price freeze. We 
had a price of $3.70, and we raised our price to $3.90, but he did not 
raise his, and, of course, a hardware jobber operates on a close margin, 
so that he will have his profit or he will not handle the merchandise. 

Mr. Curris. There is no question about the problem. 1 think we 
understand it, and I think that your position of being very much per- 
turbed about it is certainly justified Mr. McCormick will be back 
directly. The reason I suggested we might have a statement from 
him on that is—— 

Mr. Warmack. Yes, but the summer is running out. I know they 
may be doing it by the middle of the summer, but the lawn-chair season 
is almost over. 

Mr. Curtis. Whether or not Mr. McCormick can give us any infor- 
mation that will help, or whether it can be moved up because of the 
shortage of time, and we will find out, so as soon as he returns we will 
hear his statement on that. 

Was there anything further? 

Mr. Warmack. May I point out something else? Most of our 
larger jobbers, our million-dollar concerns that we sell raise their 
prices, they keep it current, they automatically raise it the next day, 
but the smal] jobber running a one-horse rig, he doesn’t help, and he 
waits until he sells his merchandise before he changes the price. 
Therefore it is the small concerns that are stuck, not the larger ones. 

Mr. Daimas. For the benefit of Mr. Warmack, I feel satisfied from 
what we have heard in the hearing that a special situation like this 
can be worked out without waiting for a wholesaler’s regulation, and 
I am sure that Mr. McCormick will do all he can to work it out. 

Mr. Curtis. I think so. We will have Mr. McCormick make a 
statement on the record. 

Now, do you haveany other problems? 

Mr. Warmack. No, may I make one other statement? This does 
not apply only to our business, but it applies to many, many other 
items that a hardware jobber carries. He carries 40,000 items, and 
quite a number of those items find him confronted with the same prob- 
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lem, and whatever can be worked out in our case would or should apply 
on the other items that he is frozen on. 

Mr. Curtis. As to the furniture jobbers, do they have the same 
problem ¢ 

Mr. Warmack. That is right, except most of those fellows raise 
their prices as soon as they receive the increase. 

Our letters went out on the 13th of January, which gave them 10 
days to make the adjustment, and most all the concerns did make the 
adjustment in the furniture business. 

Mr. Damas. In connection with the hardware jobbers and re- 
tailers, have you had any complaint from them with respect to mak- 
ing out these charts and tables that the OPS desires to have filed 
within a certain length of time ? 

Mr. Warmack. Oh, yes, sir. Most of your small dealers. Our 
merchandise is at the low end of the bracket, and that being the case 
it is marketed through the furniture store on the alley, handling half 
used and half new furniture, and so many of those fellows are not 
equipped with the necessary help for making out reports, and they 
don’t know how. 

Mr. Datmas. The number of items they handle makes it difficult 
for them to make out all the reports that the OPS has set out for them 
to make ¢ 

Mr. Warmack. Yes, sir. 

Mr. Damas. Has any representation been made to OPS by your 
customers, that you know of ? 

Mr. Warmack. We sell jobbers, and I hear through the jobbers’ 
connections that their customers are unhappy, and that it will be 
impossible to furnish that information by the deadline date. 

Mr. Datmas. How does it affect the jobber ? 

Mr. Warmack. Well, most of those dealers are still ordering mer- 
chandise, and they intend to continue, and get their reports in when 
they can. 

Mr. Hottoway. What I mean is, the jobber has to file reports, 
doesn’t he? 

Mr. Warmack. No, sir. 

Mr. Hotsoway. Just certain price records that he keeps? 

Mr. Warmack. He has to keep a written record, and he doesn’t file 
anything with Washington; isn’t that correct ¢ 

Mr. Datmas. So the burden is on the small retailer. 

Mr. Warmack. The burden is on the small retailer, who is not 
staffed to take care of all the details. 

Mr. Datmas. We have had a great many requests from hardware 
dealers along that line, and that problem is another matter that should 
be considered. 

Mr. Curtis. Yes. That has come before the committee. We are 
glad to have gotten this statement from you, Mr. Warmack, because 
it bears out what we have heard elsewhere, and it is something that 
this committee is concerned about, and we intend to pursue it and see 
if we can pursue it. 

Incidentally, a prompt solution, I might state in behalf of the OPS, 
because I know that Mr. McCormick would make this statement, 
what is it now, 12 weeks since you have been in existence? Of course, 
I realize that it has not been in existence that long on the local level. 

Mr. Warmack. And they are having a tough job. I can appreciate 
their position. 
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Mr. Curtis. But that does not help you. 

Mr. Warmack. On the other hand, we people are in a seasonal 
business, and if we don’t get our merchandise to the dealer or jobber 
within the next 30 days, and if the dealer does not have it by the Ist 
of June, he waits until next year to buy it. That has been the case in 
the past, and I imagine it would be the same this year. 

Mr. Damas. Well, I do not often corroborate a witness’ testimony, 
but as an old hardware man I want to say “Amen.” | Laughter. | 

Mr. Curtis. I think probably with Mr. Dalmas being an old hard- 
ware man, and also being executive director of the committee, that 
you will find he has a personal interest in your case. 

Mr. Warmack. Thank you, sir. 

Mr. Curtis. Thank you. 

Now, we do have some other witnesses, I know, but I have run out of 
names that have been supplied to me. 

Next, Mr. Gilliam of kl Dorado. Will you be seated and state your 


name and your business product and your problem. 


STATEMENT OF HENRY GILLIAM, OPERATOR OF CONCRETE 
MIXING EQUIPMENT, EL DORADO, ARK. 


Mr. Gintiam. My name is Henry Gilliam, and I own and operate 
concrete-mixing equipment which is used in the construction business, 

My problem is in dealing with the Government. They have what 
is known as a recapture clause, which they insert in all contracts on 
rental equipment. 

Now, the Government in one particular instance, in my case, in 
Pine Bluff, the Government awarded the prime contract to the Blaw- 
Knox Construction Co. to expand the Pine Bluff Ordnance Works. 

Blaw-Knox, in turn, were interested in the concrete-mixing equip- 
ment which I own on a rental basis. 

The Government insisted that there be a recapture clause in this 
contract, by means of which they could take this equipment and pay 
a fair price, a replacement price, with no profit on the equipment, 
just the replacement value. 

Well, not owning a large volume of equipment, when they take my 
equipment I am out of business, and that frequently has been done. 

In fact, just recently, I had a friend of mine who had his dragline 
and several dump trucks taken from him. They notified him that 
they expected a bill of sale after renting his equipment for 6 weeks, 
and the 6 weeks’ rental applied on the purchase price, which gave him 
no rental and no profit, and he was automatically out of business. 
He cannot replace that equipment, because his priorities are not nearly 
as strong as or as high as the Government priorities would be. 

The small contractor, the small owner of equipment, it is virtually 
impossible for him to replace that equipment within the near future. 

Mr. Curtis. Let me ask you, what branch of the Government have 
you been dealing with ¢ 

Mr. Gruuiam. At Pine Bluff. That was the Navy. 

Mr. Currts. Now, is it a question of financing, or is it a question 
of being able to get the equipment? I imagine it is somewhat of both, 
isn’t it, in replacing the equipment? You could not finance it too 
well, could you ¢ 
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Mr. Gii1am. Well, you can finance it. It is a case of getting your 
equipment replaced. 

For instance, a dragline, a three-quarter-yard dragline, there is 
about 9 months delivery date; on some brands of equipment 2 years 
delivery. 

But if my equipment were taken away and I had to wait 2 years to 
have it replaced, you can see that I would be out of business. 

Mr. Curtis. The main reason you entered into a contract where 
the Government supplied the equipment was becuuse—— 

Mr. Gusiam. Wait a minute. 1 don’t think you understand. I 
supplied the equipment. 

Mr. Curtis. Oh, you supplied it ? 

Mr. Guuiam. Yes, I own the equipment, and under the recapture 
clause they have the option to take it away at a fair replacement 
value. 

Mr. Curtis. Yes. You could not get the contract, though, with- 
out doing that; is that it ¢ 

Mr. Guuiam. Right. I refused to rent it on that basis, because 
with that recapture clause in there, I don’t want to, and therefore 
they refuse to rent it from me. They demand that the recapture clause 
be placed in there. 

My question is, Why does the Government demand this recapture 
clause ¢ 

Mr. Curtis. I think that is an excellent question. 

Lieutenant Flickinger ¢ 

Lieutenant Frickincer. Was that on a subcontract basis with the 
prime contractor ? 

Mr. Guuiam. Yes. The prime contractor was Blaw-Knox, and 
they asked permission from the Government, the Government engi- 
neers to rent this equipment from me, and we were in the negotiating 
process, and the prime contractor, Blaw-Knox, told me that a re- 
capture clause would have to be included in the contract, and under 
that recapture clause, anytime up to 10 months, by merely notifying 
you to present them with a bill of sale, they can take over your equip- 
ment, and the rental applies on it. The rental that they have paid 
you up to that point applies on the purchase price, so you make no 
rental out of it, and you are just selling your equipment at a fair re- 
turn, and you make no profit. 

Mr. Curtis. Well, that does not sound right. I am surprised that 
they are able to get any contracts at all. Sooner or later they won’t be 
able to get anyone to do it, will they? 

Mr. GiutuiamM. Well, all I can say 1s that it is an excellent opportunity 
for a man who has worn-out equipment to come up and have the Gov- 
ernment buy it that way, but a man with equipment that is worth 
anything, he certainly would be reluctant to sign a contract. 

Mr. Curtis. We are very much interested in this particular prob- 
lem. I think it is the first time I have heard of it. I do not know 
whether Mr. Dalmas has heard of it before. 

Mr. Datmas. No; that is a new subject to me too. 

Lieutenant Fiickrncer. Your contract was for the rental of equip- 
ment only, was it not, with Blaw-Knox? 

Mr. Guuiam. That is right. 

Lieutenant Fiickrncer. On their contract basis with the Govern- 
ment, there is a recapture clause in their contract, so they would have 
to pass it on to you. 
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Mr. Griii1am. I presume so. 

And now, in another instance, right at the naval ordnance expan- 
sion there, a man rented a dragline to the prime contractor, and they 
notified him within 6 weeks after they rented it, and they took his 
equipment about 2 months ago, after 6 weeks’ rental. 

Lieutenant Fiickrnerer. At a stipulated price. He stipulated the 
price ¢ 

Mr. Griu1am. That is right, and that stipulated price had to agree 
with the fair price. You could not make a profit on it. You could 
not put a stipulated price on it that would give you a large profit on it. 

Lieutenant Fiickincer. Was it an advertised price or a price that 
would replace it? 

Mr. Griiu1aM. I believe it was amortized in the case at Camden. 

Mr. Curtis. Mr. Gilliam, did you originally get this equipment 
from the Government ? 

Mr. Giuttam. No. 

Mr. Dacmas. Mr. Gilliam, the Blaw-Knox Co. are large manufac- 
turers of excavating and material handling equipment, are they not? 

Mr. Giiuiam. Right. 

Mr. Davmas. I could see some reason why the Government might 
put a recapture clause in their contract, where they had furnished 
equipment out of their plants, and the Government might have some 
future use for it, and there might be some justification for it there. 
But where an individual comes in as a subcontractor with his own 
equipment, it does not seem to me that the same ruling should apply, 
Mr. Chairman. 

Mr. Curtis. I would not think so. We will find out about this. 
We are very glad to get this problem before us, and we will see if we 
cannot get an answer for you, Mr. Gilliam. 

Mr. Dalmas, the executive director of the committee, will write to 
you on it when we do get an answer. 

Mr. Gittiam. I am pretty sure it is a general thing. I inquired of 
some other equipment owners and contractors who had leased or rented 
equipment at Camden, at the ordnance expansion program there, and 
they said that the same clause was included in all the contracts. 

In one instance he had his equipment taken over. 

Lieutenant Frickrncer. I think, Mr. Congressman, in the original 
contract with Blaw-Knox, the Bureau of Yards and Docks would 
have the contract, and they allow a certain price for the rental of the 
equipment, and it is stipulated that after a certain length of time if 
it exceeds a certain amount of money, then they put in the recapture 
clause in a negotiated contract with them, if I recall correctly. But 
I will check that specific contract and find out for sure. 

But the passing on of a contract clause is something I have never 
heard of. to a subeontractor. I know of this recapture clause for the 
prime contractor who is furnishing the equipment, but I have never 
heard of it being passed on to a subcontractor who is furnishing 
the equipment. It would seem to me to be specifically the company 
was doing that, but that would be beside the point. 

Mr. Gruu1aAm. The only two instances that I know of are those at 
Pine Bluff and Camden, and it has been true in both cases. : 

Lieutenant Frickincer. They pay a certain price for the rental 
of the equipment. 
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Mr. Buxton. Mr. Chairman, may I ask this, that has come to my 
attention several times, and it seems as though so long as equipment is 
available that can be rented, that they will not give a DO order for 
the purchase of construction equipment that is to ) be used perhaps for 
1 year, if it has the life of several years, and so long as equipment is 
available and on the rental market, which it is ¢ laimed is available in 
regard to that I cannot say, but they will not give a DO rating for the 
purchase and construction of equipment to be used by a subcontractor 
for a year or 18 months, and then belong to him from then on out, if 
the rental markets are amply able to supply the equipment they need. 

Mr. Curtis. Well, this is the other way around, the Government is 
renting his equipment. 

Mr. Buxton. You have got it on the tail end. 

Mr. Curtis. I misunderstood it in the beginning, I thought that the 
Government was supplying the equipment to do the job, but they are 
renting his equipment, and in effect he has to subject himself to the 
possibility of their buying it from him, when all he wants to do is to 
rent them. 

Thank you very much, Mr. Gilliam. We appreciate your bringing 
this problem to our attention. 

Mr. Buxton. I have owned some equipment, and IT had to do that 
same thing in the last World War. You are jist taking a chance when 
you do that. 

Mr. Curtis. Mr. E. N. Beisel of Helena, Ark. 

Will you come forward, sir, and state your name, your business, and 
your product, please. 


STATEMENT OF ERVIN N. BEISEL, HELENA, ARK. 


Mr. Brtse.. My name is Ervin Beisel, and 1 am from Helena, Ark. 
I have no real specific problem myself. I don’t know whether I am 
hooked for something or not. I have some things coming up that are 
not quite ripe as yet. 

Mr. Curtis. Let us hear about them, if you will. 

Mr. Betsex. We will need some equipment, and we will be needing 
it in a venture that as I understand it is a rather important one, and 
that is of boxears. 

The Unicell division of the Pressed Steel Car Co. is now placing 
orders for veneer that we are in a position to make, with some equip- 
ment we have, but we are not able to dry it. It is veneer of a particu- 
larly long length, and we are needing a drier, and needing it very badly, 
which we may get, but we don’t know when. They want the material 
now, and in fact, we have made samples of the material but are not 
able to dry it. 

Mr. Curtis. Have you attempted to contact the companies that 
make this drier? 

Mr. Betsex. Yes, sir. 

Mr. Curtis. And what did they tell you? 

Mr. Betsex. They just don’t have enough material, and did not get it 
during the first quarter’s allotment. It is a large company and an 
old one. 

Mr. Curtis. Is that a complicated bit of machinery? 

Mr. Beisex. Yes, 1 would say it is. It is rather of a fechnical nature, 
and it is a rather expensive machine, 
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Mr. Damas. Is it a continuous drier? 

Mr. Betsev. I beg your pardon? 

Mr. Darmas. Is it a continuous drier? 

Mr. Betsex. Yes, it is a cold drier. 

Mr. Curtis. Now then, this veneer that you make, some of that is 
for defense orders; is that correct ? 

Mr. Beisev. In a sense it is. It is indirect. We are getting our 
orders from people who have the contracts to make railroad cars. 

Mr. Curtis. Yes. That is a supporting program. 

Mr. Beise.. That is right. 

Mr. Curtis. Yes. 

Mr. Betsev. We are just in a fortunate position, so far as production 
is concerned, in having a long veneer lathe in our plant, but we don’t 
have the other part of it. 

Mr. Curtis. What is the situation as to your competitors? Do you 
have competitors who can do the same thing, or couldn't they fill all 
of the orders anyway ¢ 

Mr. Beisex. It so happens that most of the veneer manufacturers 
are equipped with lathes, and the lengths are 66, 76, and up to 88 
inches, which is not long enough. 

Mr. Curtis. In other words, your production is necessary in order 
for this job to be done on the boxcars ¢ 

Mr. Betsev. There are very few of them in the South. There are 
several on the west coast but, of course, they did not have the kind of 
paper needed for this particular product. 

Mr. Curtis. There is plenty pt gone for that product in order to go 
ahead, and in order to go ahead you would have to have this equip- 
ment ¢ 

Mr. Betset. Yes, we must have. 

Mr. Curtis. I think we understand that problem. 

Incidentally, of course, you can or you should get in touch with your 
local officials, Government officials, to assist you on that, even though 
you have not got your contract yet, certainly you should start work 
on that. 

Mr. Beitsex. We have a preliminary contract, and a certain amount 
of it has been cut, although we are not able to dry it. 

Mr. Curtis. Of course, this problem of getting machinery is not 
peculiar to your own company. There are other situations similar 
to that, and particularly with small businesses who have to have this 
equipment. That is part of the over-all picture. 

Mr. Betsex. Thank you. 

Mr. Curtis. Thank you very much, Mr. Beisel, for bringing this to 


our attention. 
We will now call upon Mr. Fred Venner of Little Rock. 


STATEMENT OF FRED VENNER, PRESIDENT, SOUTHWEST 
MANUFACTURING CO., LITTLE ROCK, ARK. 


Mr. Curtis. Will you give us your name and your position, please. 
Mr. Venner. My name is Fred Venner, I am president of the South- 
west Manufacturing Co., of Little Rock, and also a member of the 
Smal] Business Advisory Committee of the Department of Commerce. 
I want to bring up a matter in connection with aluminum that I 
have never heard brought up before in open hearings, and it is a matter 
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that the NPA knows about; also, one that the manufacturers of pri- 
mary aluminum known about; and yet they cannot do a thing about it. 

It is this: The aircraft industry, as we know, is a very essential 
industry in this defense program. They have, so to speak, a blank 
check on the first aluminum that is being produced, and like anyone 
who has a blank check, perhaps they abuse that privilege. 

I know from a reliable source that they are doing the same thing 
at the moment that they did during the last world war, and that is to 
secure aluminum beyond the use needed, that 1s, the immediate use. 
In other words, they have large staffs, new staffs, so to speak, in their 
purchasing department. Orders come through that they have to do 
this and do that, and rather than check their orders taat they have in 
force, and the aluminum that they have in store, they issue purchase 
orders, and in time they fill the warehouse with it, where that same 
primary aluminum could be made available to the small business, par- 
ticulary those who have no priorities. 

I happen to be in the business which had a death penalty as of July 1, 
and as you know, the NPA has relinquished those orders. We have 
a hunting license, and we are told that we can use up to 50 percent of 
our former take in primary or secondary aluminum. However, as of 
today we cannot get 50 percent by any stretch of the imagination. We 
probably can get 15 or 20 percent, but we cannot live on that per- 
centage. 

That would not be so important if we 14,000 small fabricators 
throughout the United States could secure defense contracts. 

I have spent for my company something close to $2,000 trying to 
find defense contracts to take up the slack, as the result of the death 
penalties or the restrictions that we now have imposed upon us, and 
J am frank to tell you that our business will suffer. naturally, and 
when I speak of our business, I am speaking for the 14,000 fabricators. 

Mr. Curtis. We appreciate your statement very much, and I can 
assure you that you are speaking for those people, because we have 
had that problem presented to us, I believe, in every hearing that we 
have conducted thus far, and I just wish that we could tell you that we 
do have a solution for it. 

I am very much interested in your statement as to the stockpiling 
or inventorying, or whatever you might want to term it, in the aircraft 
industry. 

Frankly, we have been concerned about that as a committee. I 
might state here that it seems to me that the use of two terms is caus- 
ing some of the confusion. It is stated that they do not stockpile in 
these industries, which is technically true, and that only the Govern- 
ment is stockpiling. Actually, though, what they cail inventorying, 
or building up their inventory to meet contracts, is so unrealistic, be- 
cause the contracts that they are going to get are some of them 2 
and 3 years away from completion, so that actually what they call 
inventorying, really amounts to stockpiling. 

I am glad that you have brought that specifically to our attention, 
because it is something that we are very much concerned about. 

Let me ask you one question: Have you run at all into a black or 
gray market in aluminum ¢ 

Mr. Venner. Well, gray or black aluminum, as I understand it, 
every day we receive offerings, practically every day, of aluminum 
throughout the United States by companies principally—well, they 
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used to be formerly junk dealers, but they have elevated themselves 
into a higher sphere, and they call themselves aircraft companies and 
general material companies, and that sort of thing, and they serve, in 
a measure, a useful purpose in redistributing excess inventories. 

In other words, for instance, fabricators may have partial sheets, 
something that they have cut, and that they have on their hands and 
they have no further use for, and in turn they will list that with these 
companies. 

I find very little, in fact, practically no black market so far as sheets 
being obtained directly from the mills. In other words, my under- 
standing is, and I have had an opportunity to check it, that such 
companies as Reynolds and Alcoa and Kaiser will not sell to those 
people, naturally. You cannot get that kind of sheet from those 
people. But you do get sheets that are excess inventories. 

Mr. Curris. I see, that have gone to their regular customers and they 
in turn have passed it on? 

Mr. Venner. That is right, through one reason or another they 
have been forced to liquidate their inventories, and those people do 
get those sheets, and they do get a beautiful price for that, as much 
as 50 cents and 52 cents a pound. 

Mr. Curtis. If you have any information on that stockpiling we 
would appreciate your giving it to us. 

Mr. Venner. You mean on aircraft? 

Mr. Curtis. Yes. 

Mr. Venner. Well, I happen to know this, and I found this out in 
Chicago last week: To show you how ridiculous that situation is, in 
California I understand that there are large defense contracts on air- 
frames, which has to do with the jet planes. 

A requisition was put in, or a purchase requisition was put in for a 
component of those airframes, and it was so ridiculous that at the 
outset the supplier, the aluminum company getting that order, tried 
to figure out how many airframes, and it was just out of this world. 
They just could not build those things for the next 4 or 5 years, and 
yet that supply is taken out of our current available aluminum. 

Mr. Curris. Actually, of course, any real stockpiling like that that 
could be proved as a violation of NPA Regulation No. 1 should be 
reported. However, what is actually happening is that they are 
perhaps obeying the words, but not the spirit. 

At the end of World War II we found a great deal of steel had 
become rusted in some of the shipyards, that had been built up against 
2 or 3 years hence, which was called inventory and not stockpiling. 

We certainly do not want that to happen, and we certainly want to 
approach this in a much more realistic fashion, particularly when 
companies like yours are faced with a death penalty. 

Now, this business of getting defense orders is another serious 
thing, because many of your companies, or companies like yours, who 
are willing, eager and ready to go to work on defense contracts can- 
not get them, and at the same time your materials, as you have stated, 
are cut off from your civilian production. 

The committee has been working very hard on that problem for 
at least 2 months. I cannot tell you that we will solve it. We have 
not, but we are still after it, and I think we have improved it some. 

Mr. Dalmas, where are we sitting on that right now ? 

Mr. Damas. On the procurement situation ? 
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Mr. Curtis. Yes. 

Mr. Datmas. Well, the next step the committee is going to take, as 
you know, is to hold procurement hearings beginning on May 7, and 
the first witness will be General Marshall, who will be followed by 
John Small, chairman of the Munitions Board, and we expect to fol- 
low that with the Under Secretaries for the various services, and go 
right on down the line until, as you know, we find out why small 
business is not getting defense orders, and why the broadening of the 
base which they speak of so much has not been done. : 

As a matter of fact, there seems to be a very wide gap between 
the letting of defense orders and the availability of materials, some- 
thing that the committee cannot understand, and we are in a par- 
tial mobilization period which does not require all of the materials 
and take steel, for instance, defense is only using about 20 percent, 
and that leaves 80 percent, and the question often arises, “What has 
become of that 80 percent ¢” 

Part of the answer may be in this very matter that Mr. Venner 
has brought out here, that the companies that do have these con- 
tracts are piling up excessive inventories, and thereby short-changing 
everybody else so far as materials for civilian goods and so on are 
concerned. 

I cannot give you any definitive answer as to what the contract situa- 
tion is, so far as small business is concerned, but I would like to 
int out, Mr. Chairman, as you know, that since the committee 
has started these hearings in the middle of March, we have had a new 
policy statement with respect to small business coritracts from the 
Department of Defense. We have had new statements from the 
National Production Authority. Only last week we had a state- 
ment, a policy statement from the Defense Production Administra. 
tion directed to a wider dispersal of contracts to small business. 

So the answer finally is that they are thinking about it, or at least 
they have been aroused. 

But the final solution, I believe, is the establishment of a small 
defense plants corporation similar to the Small War Plants Corpora- 
tion which was in effect in World War II. 

The committee has a bill which it has introduced and is sponsoring, 
which will provide not only contractors with materials and financing, 
and so on, to aid in the defense effort. There have been no hearings 
held on that bill, but the committee is very hopeful that they will hold 
hearings very shortly. 

Mr. Curtis. Thank you. 

Mr. Venner. I wanted to add this to my statement. I have this 
idea, that on this abuse, you know that we as small fabricators have 
our own credit limits. However, this aircraft industry can get money 
advances on their contracts in unlimited quantity, that is, so far as 
money is concerned, right from the Government. Therefore, there is 
no way, or rather, there is no check on those people to make them 
buy the materials that they need—period—and not get into excess. 





In other words, it is no money out of their pockets, see. For in- 
stance, where they would need, say, 200,000 pounds to perform this 
contract, there is nobody in the world to check on those people to see 
whether they put in an order for 300,000 pounds, which would be 
100,000 pounds more off the market. 

Mr. Curtis. Yes. Incidentally—— 
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Mr. Venner. See what I mean? 

Mr. Datmas. Yes. 

Mr. Venner. NPA knows about it, and these producers know about’ 
it, and I might put on the record that these primary consumers—or I 
mean, primary producers, they know pretty well your business. They 
come into our plants, and they see our stock, and they do the same 
with all of them, including the aircraft industry. What can they do 
about it? There is a very selfish thought on their part of rea | of 
aluminum that go to the aircraft industry and goes away from the 
customers who they are giving it to, that they are going to have to 
secure again when all of this is over with, and not only that, but they 
are also going to be faced with that excess inventory that the aircraft 
industry has that will be dumped on the market when this is over 
with, and that is going to be a critical situation for those people. 

I am not trying to defend them, but I am trying to bring this prob- 
lem in the picture. 

Mr. Curtis. I think you have presented this very clearly to us, Mr. 
Venner, and we certainly appreciate it. 

Mr. Dalmas has a statement he wants to make. 

Mr. Damas. I wanted to add one comment, with respect to pri- 
mary producers of steel, aluminum, and copper, and that is this: 

We have been looking around to find these sources of supply that 
you have mentioned, and we have had a great many letters about black 
market, and so on, and we, the staff, have made considerable inquiries, 
and we find that almost without exception, without any urging on any- 
body’s part, that the primary producers of these critical and strategic 
materials are trying to do some policing in that respect themselves. 

Mr. Verner. But what can they do with aircraft DO's? 

Mr. Datmas. On DO orders they are powerless to do anything. 

Mr. Venner. Exactly. 

Mr. Damas. That is an added reason why it is very good to have 
the problem presented to the committee. 

Mr. Venner. I think they should be subjected to the same regula- 
tion as all the rest of the economy. They should report what they 
have on hand, and what they will do with it. 

Mr. Datmas. And when they are going to do it. 

Mr. Venner. That is right. 

Mr. Curtis. Well 

Mr. Venner. It means nothing to them. They can put a million 
dollars’ worth of aluminum in the warehouses. The money has been 
advanced to them, and it means nothing to their credit. They have 
got it, and they are snug, and here we are with our fingers in our 
mouths, frothing at the mouth, trying to get the stuff and cannot 








ret it. 
- Mr. Curtis. Well, sir, we certainly appreciate your statement on 
that, and I might state that the committee is trying to get to the bot- 
tom of this, and I expect that before we are done we might even have 
an all-out inqury on this situation, particularly as we are firmly con- 
vinced that the backbone of the economy of the United States is the 
small-business man. ; 

Mr. Venner. That is right. 

Mr. Curtis. And we are out to protect him, and we are not going 
to let this mobilization effort destroy him. 

We are particularly grateful to you, sir, for your fine presentation. 
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Mr. Venner. Now, in addition, and on behalf of our Small Busi- 
ness Committee here, this is a matter that I am sure vou are aware of, 
but the defense contracts in this area are practically nil. 

Mr. Curtis. They are regrettably so, and that is true, in many, many 
areas, and that is what we are getting into next week, we hope. 

Incidentally, I might ask this, have you all looked at al into the 
pooling arrangements now possible? In Omaha they have set up the 
first one—I might read this: 

April 28, 1951—Production pool, Omaha Industries, Inc.: A production pool, 
composed of 100 small manufacturing concerns in the Omiuha area, has been 
formed to obtain prime and sub contracts. This is the first production pool to be 
formed under the provisions of the Defense Production Act. 

And that is something that you people in Little Rock and this area 
might well consider. 

Mr. Venner. I hope Mr. Tucker heard that, and Mr. Cantrell, too. 
He certainly ought to get that movement going. 

Mr. Curtis. We will try to bring it to his attention. 

Mr. Venner. Thank you very much, sir. 

Mr. Hamuryn. Mr. Chairman, I would like to clarify an apparent 
contradictory statement made by Mr. Venner in his statement. He 
said that even though there was some relief in his industry that he 
was unable to get the 50 percent of the aluminum allowed. I stated 
that in my industry I could get all I wanted of secondary aluminum. 
The reason for that is this, that I use pig aluminum, and he uses sheet 
aluminum. 

I just wanted to get that in the record. 

Mr, Venner. I was talking of primary aluminum. 

Mr. Curtis. Thank you very much, Mr. Hamlin, for that clarifica- 
tion. 

Now we will hear from Mr. Ken Emme! of Little Rock. 


STATEMENT OF KENNETH EMMEL, ESSICK MANUFACTURING CO., 
LITTLE ROCK, ARK. 


Mr. Curtis. Will you give us your name, and your position, please 

Mr. Emmet. My name is Kenneth Emmel, and I am with the Essick 
Manufacturing Corp. 

I would just like to make a few comments on behalf of small busi- 
ness on the point of the availability and attractiveness of Govern- 
ment contracts to small business. 

I think I am heading my comments a little bit at the thing you said 
just a few moments ago, about the Government’s interest in small busi- 
ness and their thinking that it is the backbone of the economic sta- 
bility of the country. 

It seems to me that it is a matter of whether sma! business is im- 
portant to the economic health of the country, or whether it is more 
important to save a small amount, or in some cases possibly even 
a large amount of dollars in letting these contracts. 

Speaking as an operator of a small business, Government contracts 
are not particularly attractive from this point of view, because of the 
necessity of—well, several things—in the first place, you don’t get 
your opportunity to bid, even though you have been successful in being 
placed on any of the lists with the purchasing facilities of the Govern- 
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ment. You find yourself bidding almost blind against larger com- 
panies which have available materials. You find yourself in the 
condition that I believe has been brought up by two of the former 
people testifying today, where they have contracts and no materials, 
and that is a very uncomfortable position to be in, even though you do 
have a DO. 

A great many of the contracts are strictly advertised or public-bid 
contracts, Which means that they are going to the lowest bidder. 

A small business that is going to try to take on Government con- 
tracts cannot afford to take them at cost, or below cost, because their 
economic health depends upon their meeting all operation costs, and 
showing a reasonable profit; whereas the larger institutions can take 
those contracts on the basis of using the unused facilities and absorbing 
only a partial overhead, and their direct labor, and thereby economi- 
cally make their other operations more profitable. 

From my point of view, that is one of the biggest problems of small 
business, trying to get into this Government defense contract work, 
and that is to try to find something that you can actually make a good 
many of. 

That is about all I have. 

Mr. Curtis. We appreciate your statement very much. 

Let me ask you one or two questions: Do you keep up on the lists, 
or are you listed, let us put it that way, with the various defense 
agencies ¢ 

Mr. Emmex. We have, my particular company is listed with, I sup- 
pose, at least 10 of the production agencies in the area surrounding 
Little Rock. 

Mr. Curris. Have you been getting notifications of the contracts 
that are being let ? 

Mr. Emuexw. Every day we get literature; yes. 

Mr. Curtis. Have you had any difficulty in getting clear specifica- 
tions, blue prints, and so forth? 

Mr. Emme. We have had no invitations to bid as yet. 

Mr. Curtis. You have had no invitations to bid ¢ 

Mr. Emmet. No. 

Mr. Curtis. What material do you manufacture? 

Mr. Emmew. We are steel fabricators, working from sheet metal. 

Mr. Curtis. Working from sheet metal ? 

Mr. Em™en. Yes, sir. 

Mr. Curtis. So you are capable of doing a great many things? 

Mr. Emoet. That is right. Our particular company, this local plant, 
is a branch of a California firm that has had a great deal of experience 
in aircraft, as one example. 

Mr. Currts. Incidentally, I might make this statement, that we are 
not convinced that the Government saves dollars by letting contracts 
to the big companies. We feel that if the over-all picture is consid- 
ered we probably save critical materials and dollars by using the small 
businesses that are available, rather than encouraging some of this 
plant expansion going on on the part of some of the larger businesses. 

I wonder if Lieutenant Flickinger here has any questions she might 
want to ask you on this problem of bidding on Government contracts. 

Lieutenant Firckrncer. I don’t have any questions to ask. I would 
like to check with you to make sure that you are listed with the agencies 
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that would more probably buy what you have to sell, or what you have 
to offer. 

Mr. Emmet. We have been listed with the St. Louis Ordnance e, and 
at Fort Worth with the Aviation Procurement. 

Lieutenant Fiicktncer. They don’t do any procurement work. 

Mr. Emmew. No. 

Mr. Datmas. With chemical procurement. 

Lieutenant Fiicxincer. Yes, chemical. 

Mr. Emme. Chemical Procurement Division, and in Atlanta, those 
are four that come right offhand. We have written to a number of 
others. 

Lieutenant Fiicxincer. Afterward I can check with you and I 
can tell you some of the agencies that buy some of the larger quanti- 
ties. I have a list which I can give you. You have not hit any of 
the larger ones, quite frankly, except Ordnance, Army Ordnance in St. 
Louis. How long ago were you listed ? 

Mr. Emmet. I would s say within the last 6 weeks. 

Mr. Curtis. Has your plan been surveyed ? 

Mr. Emmet. Not the local plant. I believe our California organi- 
zation has been, and this plant has been listed through it. 

Mr. Curtis. They would be included in there? 

Mr. Emmet. That is right. 

Mr. Curtis. Would you get the contracts through California here, 
or would you get them locally ? 

Mr. Emmet. Locally. 

Lieutenant FLickincer. Speaking of being listed under California, 
is your parent plant there? 

Mr: Emer. Yes, ma’am. 

Lieutenant Frickincer. Let me ask you this question: You say 
you requested that within the past 6 weeks 

Mr. 3 mMEL. Yes; with some of them. 

Lieutenant Fiickineer. Well, then I can understand why you 
have not gotten any invitations to bid w thin a period of 6 weeks. 

Mr. Eafe. I can understand that, too. But some of them have 
been in for a matter of 6 months, I guess. 

Lieutenant Firckincer. Have you received any forms to fill out, 
and so on? 

Mr. Emmew. No. The only information basically we have received 
have been the standard notifications of contracts to be let, that comes 
out, and the last listing of Government procurement—it is a pam- 
phlet about so thick [indicating], and it gives all of the Government 
procurement agencies. 

Lieutenant Fricxincer. On contracts that have been let, you say? 

Mr. Emmen. Yes. I believe it is up in Chicago, is it not, where 
it comes out. 

Lieutenant Fricxrncer. Do you mean the commerce listing ? 

Mr. Emmet. Yes. 

Lieutenant Fiickincer. Do you receive that ? 

Mr. Emnen. Yes. 

Lieutenant Frickrncer. Have you investigated any subcontracting 
possibilities 

Mr. Emme. Only with aircraft firms. 

Lieutenant Fiickincer. Only with aircraft firms? 

Mr. Emmet. That is right. 
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Lieutenant Fiickincer. With any other concerns at all? 

Mr. Emme. Not at present; no. 

Lieutenant Fiickineer. Do you think that you would be interested 
in subcontracting ¢ 

Mr. Emmet. Yes. 

Lieutenant Fiickrncer. Well, I will check with you later on as to 
the activities, because I think it would take too much of other people’s 
time to do it right now. 

Mr. Em™ex. All right. Thank you. 

Mr. Curtis. Thank you. 

Just a minute, Mr. Dalmas wants to make a statement that might 
pertain to this. 

Mr. Datmas. Mr. Chairman, as you know, the industrial mobiliza- 
tion plan survey, which was spoken of here just a moment ago, is not 
tied in with the current procurement plan. We have had this same 
situation come before us many times, and one of the things, as the 
chairman knows, that the committee has been trying to do, is to get 
these plants that were surveyed under peacetime mobilization to be 
readied for all-out war, and they have not been utilized to the extent 
that they should on current purchases. 

In other words, there is a lack of coordination there that we have 
been hammering on for some time, and we understand that some de- 
partments of defense, some of the agencies, are tying the two in to- 
gether, but so far as I know it has not become a general policy, and un- 
til that time comes your industrial mobilization survey does not do you 
much good, isn’t that right, Lieutenant ? 

Lieutenant Fiickrncer. Well, to my knowledge right now, Mr. 
Dalmas, we did have difficulty in January with that, but at the present 
time all of the agencies have reissued directives and have advised their 
people as to the participation of people in industry mobilization, 
along with the list of buyers. 

Mr. Datmas. Would you say the committee then has achieved its 
objective of having the industrial mobilization plan tied in with the 
current program, the current procurement plan + 

Lieutenant Furcxtinger. I think so. 

Mr. Damas. I am glad to get that news. 

Mr. Venner. Mr. 5 Weg would you please excuse four of us 
from this meeting as we have other meetings? 

Mr. Curtis. Oh, certainly, anyone who has to go may go. 

Mr. Venner. Before I leave here I want to extend my thanks for 
this nice meeting that you have been holding here. 

Mr. Curtis. Thank you, Mr. Venner, and thank you for your great 
help that you have given the committee, not only in testifying, but 
I understand also in helping make these arrangements. Thank you, 
sir. 

At this time I would like to ask Governor Johnson a question. 
Governor, can I ask you a question ? 

Mr. Jounson. Yes, sir. 


STATEMENT OF KEEN JOHNSON—Resumed 


Mr. Curtis. I want to ask you a question as to whether the con- 
trolled-materials plan would not eliminate this excessive inventory 
in the aircraft industry and other similar manufacturing companies 
such as you have heard expressed here. 
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Mr. Jounson. I would think it is quite possible. It should be help- 
ful if it can be properly policed. 

Mr. Curtis. Well, that is something we are interested in, of eourse. 

Mr. Jounson. Well, I was glad that someone pointed out that the 
prime producer has no choice other than to fill the DO orders that 
come to him with a directive to ship so much sheet to such and such 
an aircraft company. 

Mr. Curtis. That is very true. We ——_ that, too, and these 
are not complaints against the prime producer. 

Mr. Leo McCormick, while you were out of the room Mr. Warmack, 
of Fort Smith, Ark., raised a question that involved his hardware 
jobbers and the retailers under them, as affected by this price control, 
and I believe that problem has now been presented to you. I wonder 
if you could make a statement for the record on that. 

r. Leo McCormick. Is Mr. Warmack here? 

Mr. Warmack. Yes, sir. 

Mr. Leo McCormick. I understand that the problem you have pre- 
sented is that your company, which is a wholesale company, is it not? 

Mr. Warmack. We are manufacturers? 

Mr. Leo MoCormick. You are the manufacturer? 

Mr. Warmack. Yes, sir. We do not have any problem, except that 
our jobbers cannot buy from us, and then we are out of business in 
the sense of the word, with quite a number of our customers due to 
the fact that their ceilings will not permit them to handle the mer- 
chandise. 

Mr. Leo McCormick. Your distributors are wholesalers? 

Mr. Warmack. Yes, sir. 

Mr. Leo McCormick. They are frozen under the general freeze ? 

Mr. Warmack. Here is what happened. We advanced the price 
January 13, and they had merchandise on hand, so why should they 
raise their price. You know, the hardware jobbers are a group, and I 
believe they are the most honest group of any group of people in busi- 
ness in the United States, because they are going to have their 25 per- 
cent mark-up, they don’t want 30. On the other hand, they never sacri- 
fice merchandise. They will leave it in stock for from 3 to 5 years 
before they cut the price to dispose of it, so they had merchandise on 
their shelves at a cheaper price and they were going to dispose of that 
before they raised their price. 

Mr. Leo McCormick. I think the best way to handle the matter is 
for you and I to get together, because this is the kind of information 
we want to get back to Washington right now, tonight, for instance, 
by night letter, because they are inthe process of writing the regula- 
tions. 

This information coming in to them will aid them. 

As you know, these regulations which come out, which stop the for- 
ward motion of price. if you study the indexes you will see that in 
28 spot commodities that appear in the statistics that the forward 
motion on price has been stopped on them. 

Mr. Warmack. That is right. 

Mr. Leo McCormick. And there is a little decrease. What we have 
to do now is to refine from that general freeze down to a regulation 
like the manufacturers regulation, then down below that to the indi- 
vidual industry regulation. We are months ahead of last time, and 
it is a difficult job and a complex one to write regulations. 
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There have been about 12—there have been many people working on 
this thing, and we are pushing it with everything we have, and the 
assurance I want to give you is this, that where difficulty exists that 
prevents a businessman from normally operating, we want to eliminate 
that. We want him to operate as closely to normal as possible. We 
want to put the ceiling over the whole thing and keep prices in normal 
line. 

Now, if you have a few minutes I will be glad to take it up with you. 

Mr. Warmack. Thank you. 

Mr. Curtis. Mr. Dalmas has one question. 

Mr. Davmas. I just want to clarify in my own mind this thing, 
there is no wholesale regulation, there is a general price freeze, and 
these particular wholesalers are caught, apparently, according to 
Mr. Warmack, without any method of being able to raise their price, 
because they were selling at cost rather than replacement value during 
the base period. 

I told Mr. McCormick that I thought there was a way to relieve these 
wholesalers—or, rather, I told Mr. Warmack there about that—did 
I misinform him on that? 

Mr. Leo McCormick. No, you were right. Legally there is a way. 
There is a provision in the general freeze regulation where a situation 
like that could be treated as an individual case, or a serious individual 
case, but due to the lack of facilities at this point to handle individual 
cases and still have the time to write specific regulations, the quicker 
way to do it is to relieve them by a specific regulation. 

Mr. Damas. Thank you. 

Mr. Curtis. Thanks very much. : 

Now, the next gentleman we will call is Mr. Speed Reavis. 


STATEMENT OF SPEED REAVIS, LITTLE ROCK, ARK. 


Mr. Curtis. Will you give us your name and your problem, please. 

Mr. Reavis. I have already talked to these gentlemen who are with 
the NPA concerning my problem, and I think my problem has been 
settled. 

Mr. Curtis. That is fine. 

Then next we will call on Mr. Chris Finkbeiner. Will you come 
before the committee, please, and give us your name and your organiza- 
tion. 


STATEMENT OF CHRIS FINKBEINER, MEAT PACKER, 
LITTLE ROCK, ARK. 


Mr. Frnxnerner. My name is Chris Finkbeiner, and I am with the 
Little Rock Packing Co., Little Rock, Ark. 

Weare in the meat business. 

Mr. Curtis. Just a minute before you get going. I have just been 
warned that your problem is pretty pressing. Let’s get Mr. McCor- 
mick back here before you begin. He is here now, Mr. Finkbeiner. 

I had to call you back, Leo, because I understand that you are going 
to be on the spot on this one. : 

Mr. Finxserner. Sir, it is certainly not my intention to put anyone 
on the spot. 
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The first thing I would like to reiterate is what the rest of our 

ople have said here, that we certainly appreciate your being down 
oe. and bringing your staff with you. 

The main thing I want to bring up is this: Of course, it is well 
known that the packing industry for the last 3 months has operated 
at a loss. In our particular case, we have operated ut a very big loss. 
Any question that I would ask you at the present time would be 
answered by the amendment or by the regulations that have been 
issued last Saturday at midnight, and that will answer any question 
that I have. 

I personally feel that it would not answer it, and I want to make 
it a matter of record, from the independent meat packers of the State 
of Arkansas, because of the experience during the last war that we 
encountered with meat regulations and an attempt to control the 
meat industry, and I want to go on record as saying that it is im- 
possible. 

However, realizing the fact that all industry at the present time is 
being controlled, and probably the impossibility of the fact that live- 
stock and meat prices would be left alone, we feel that it would be 
very beneficial if it could be possible for an amendment to be placed 
on your present regulation, which we attempted to have put in there 
several months ago, which is the old McKellar amendment, or as 
brought up in the recent emergency by the Maybank amendment. 

I would like to explain to you how a small-business man looks at 
this. We are in the packing industry, and we are not small nor are 
we large. We feel that the Big Four, as you stated a while ago, and 
being from St. Louis you certainly know about the meat business, be- 

‘ause you have quite a few very reputable packers there, and not in 
the true sense of the word, but to say it and be able to back it up toa 
certain extent, the Big Four is in the meat business, by saying that, 
it is hard to back up, because that is a side line. They are in quite a 
few other businesses that allow them to profitably operate, while they 
actually would be operating at a loss if they just had to slaughter 
certain species of animals, for example, beef. 

Now, you have a number of very reputable large taxpaying packing 
houses that rely on their income aad revenue from the slaughter of 
beef, veal, hogs, and lamb.” We have no soap factories to offset any 
losses on cattle. We have no leather factories or glandular deals, o 
what have you. 

This amendment would guarantee a fair return to the packer on 
each species that is killed. 

Now, we have had experience during the last war, and we know 
exactly what this will do, and if it is necessary to have controlled 
economy in the meat industry. We were allowed during the last war 
to operate our beef slaughter at a loss, or hog operation at a fairly 
brea a -even point, and our sausage operation profitably. 

Now, in small businesses such as I represent with the Arkansas In- 
dependent Meat Packers Association, we have slaughterers in our 
group that kill nothing but beef, and with such a condition existing 
those people are put out of business when each species is not allowed 
to stand on its own. 

Now, as I said before, I don’t intend to put anybody on the spot. I 
know what the answer to that is, that this new amendment is going 
to take care of it. Well, it did not take care of it during the last war, 
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and we have no reason to feel that there will not be a squeeze on 
certain species poss. baum: war. ba as. } 

The general amendment put out, so far as the packing industry is 
concerned, has already been violated, and the present freeze on meat 
prices is illegal. } ; 

Therefore, it stands to reason that possibly anything that will come 
in the future, while I am not trying to be nasty, but there is certainly 
that ibility, but with this amendment placed in there, it would 
be a legal point for the small packer to at least have something to 
stand on. 

Mr. Curtis. Thank you very much, Mr. Finkbeiner, for bring- 
ing this to our attention. 

I am going to ask Mr. McCormick to comment on that, as much as 
he can at this point. 

Incidentally, I was being facetious when I said that you were going 
to put him on the spot, because we appreciate that that is not what 
anybody is doing here, and it is not our intention. It is just within 
his province, and he has got some pretty tough problems. 

Mr. Frvxperner. I realize that. I had the opportunity to speak 
to Mr. Rice and Mr. Koster in Chicago, Mr. McCormick, and they 
are very sympathetic toward our problem. Sympathy is a nice thing 
to have. We are sympathetic with you in that you have a problem. 
But on the other hand we are losing money in this operation, and 
sympathy just does not pay the bills. That is why we are so deter- 
mined to attempt to get something straightened out here. 

Mr. Leo McCormick. Mr. Finkbeiner, in the first place, so far as 
the Director is concerned, Mr. DiSalle, naturally he wants the meat 
regulations to work. They will not work if any segment of the in- 
dustry, large or small, cannot operate at a profit. 

Now, I am no expert in the meat field. I have been in constant 
contact with the men you have mentioned, also Mr. Erickson, and 
with the Director. 

There has been a lot of thought given to the regulations. They 
feel that these regulations, and folks above them, even, will answer 
this entire problem. 

Now, as you point out, as I understand it, for instance, a beef packer 
like John Heinz, of Baltimore, who is completely a beef packer—do 
you know John Heinz? 

Mr. Finxeerner. Yes, and Gibbs is on our committee in Cleveland. 
That is John Gibbs. 

Mr. Leo McCormick. John Heinz is a very good friend of mine. 
He is a beef packer. Do I understand you to say that under these 
a regulations that it is your belief and opinion that a man 

ike that would be put out of business ? 

Mr. Fryxserner. I did not say that, sir. 

Mr. Leo McCormick. That is what I would like to get clear. 

Mr. Fryxeerner. I did not say that. 

Mr. Leo McCormick. I would like to send this information back. 

Mr. Fiyxserner. I did not say that. The amendments and the 
orders that have been issued have not even been put into effect yet. 
All we can go on is by past experience. We had some of the 
brains in the packing industry trying to figure out how to control 
the meat industry during the last war and they were not successful. 
It all voils down to the fact that you can take a sow and she will 
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raise seven pigs, and you can feed those seven pigs in the same pen 
for 6 months, and after 6 months they will come out ready for mar- 
ket, ana very seldom will any of the seven of them be within 10 
pounds of each other. 

Yet you are trying to write a regulation for 120,000,000 head of 
cattle. The packing industry will try everything in the world to 
try to live by these regulations, but we feel that if this McKellar 
amendment or Maybank amendment, which are the same, was put 
into the order, and made a part of the law, that it would be very 
helpful to the small packers. 

Mr. Leo McCormick. Could you briefly state the sense of that 
amendment ? ‘ 

Mr. Finxsetner. Yes, sir. That amendment says that the packer 
will be allowed a fair return on each species slaughtered. 

The law as it reads now says that the packing industry is guaran- 
teed a fair over-all return. 

Now, when you have an over-all return, that means that that takes 
into consideration your entire operation, your beef kill, your pork 
kill, your sausage operation, and your offal operation. You can be 
losing money on any one or two, but so long as the over-all operation 
shows a return, that is what they mean. 

Now, where that comes in bad is where you have particular opera- 
tors who slaughter only one species. We have a lot of packers who only 
kill hogs 365 days a year, and it would eliminate them, and they are 
a very important segment of the industry. 

We feel that we are going to try to work with these regulations 
and do everything penthle to work it out but we feel that with that 
amendment in there that it would be a safeguard to the small packer 
that he needs. 

Mr. Curtis. Could I ask a question here, Mr. MeCormick, under 
our Price and Wage Stabilization Act, section 401, title C, don’t you 
ave that authority now that Mr. Finkbeiner is asking for, Leo? 

Mr. Finxserner. Sir, I am of the opinion, and I am pretty close 
to this thing, that that authority at present is not available, because 
there was a very determined effort made by the American Meat In- 
stitute and the National Independent Meat Packers Association to 
have the Senate and the House of Representatives write that into the 
bill, and because some people could not sit down like we are right 
now and just talk the thing out, it was frowned upon. 

The price of meat is relatively high, even though it is cheaper 
now than it has ever been in the history of the country. 

A man can buy more meat with his dollars of wages than he could 
before, but when something is high people think that everybody is 
getting rich. 

Mr. Curtis. Well, it seems to me that the thing that must be done 
is to administer your problem correctly. I am, of course, not familiar 
with it, but it seems to me that the administrator did have that dis- 
cretion. 

Now, it is true that he might not exercise it, and therefore you would 
not be protected. 

Mr. Fiyxeerner. Well, yes. We have found in the past, and again 
I am not trying to be facetious or nasty, but we have found in the 
past—you take it right here, you have got all kinds of men here with 
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a thousand different troubles, and when you really get hurt, you 
have been shouted at so many times that you don’t Lo. whether a 
man is yelling because he is hurt or if he is just yelling to be yelling, 
and when you have got concrete evidence in the law itself, then you 
don’t have to ask somebody to give you a favor, it is a law of the land 
and it has to be done. 

Mr. Curtis. That is a very wise observation. 

Mr. Firyxpetner. We learned that during the last war, sir. We 
are trying to take advantage of some of the things we learned. We 
learned during the last war that you cannot freeze meat prices without 
freezing livestock, and we did not take advantage of that, either, and 
it costs the small packer a lot of money, and there are a lot of small 
pores today in a financial condition that they would not otherwise 

e in. 

Mr. Curtis. I am sure that this will be given real consideration. 

ne McCormick, would you like to make some further observa- 
tions 

Mr. Leo McCormick. I think substantially the law, and again I 
am not speaking as an attorney, but the law has a provision where 
adjustment or relief could be accorded to an individual packer or any 
individual under an individual adjustment, as I understand it, where 
he can operate, but as I understand that is not what you are seeking. 
You are seeking a general over-all relaxation of the present regula- 
tions to affect a packer who is packing a specific product like beef as 
distinguished from a group of products. You are trying to relieve 
under these regulations the beef packer who is packing beef; isn’t 
that about right? 

Mr. Fryxserner. I am not talking of any specific case so far as 
an individual is concerned. I am talking of the industry as a whole, 
and of a segment of the industry, such as a beef operator. 

Now, so far as relaxation is concerned, we don’t want relaxation. 
The only thing we want is an assurance that we will not have a recur- 
rence of what we had during OPA days, when certain parts of our 
industry were forced to operate at a loss, and other parts operated 
profitably to a certain extent where it offset the loss on the other parts 
of the operation. 

It is like in a drug store, where you have a cigar stand and a soda 
fountain. The soda fountain operates at a loss, and the cigar stand 
makes a profit to offset it. We think that each species should be 
allowed to stand on its own. There are certain cigar stands that don’t 
sell anything but cigars. 

Mr. McCormick. You feel that the existing regulation approved 
and announced on Sunday, the existing new regulation, does not 
answer this problem sufficiently enough ? 

Mr. Finxperner. I feel that the existing regulations will probably 
answer the problem for a while, and I say that very strongly, because 
as those regulations begin to take effect, there is a possibility—and 
I am not forecasting anything—but there is a possibility that the 
farmers will refuse to sell their livestock at the price that has been 
set, and therefore there will be a shortage of livestock, and you will 
have another price freeze which you have got right now. : 

This is only stalling. I might also add for the record, that while 
I am pledging my wholehearted support, and every packer in this 
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town is, to try to cooperate with these regulations, that were issued, 
I feel that these regulations that were issued are merely a forewarning 
of subsidy to the livestock producer, because under these regulations 
he will refuse to use his own initiative in the livestock industry, and 
the Government will have to subsidize him so that he will raise more 
livestock, the same way they did during the last war. 

The experience is the same and the trend is the same. 

Mr. Curtis. In other words, what you are afraid is that after we 
go along a little while, then when the packers do get put in the squeeze, 
at that time the packer who is just a beef packer 

Mr. Finxsetner. He will be out of business. 

Mr. Curtis. Yes; he will be out of business. 

Mr. Frnxserner. That is right. 

Now, anybody can criticize, Congressmen, and I am not trying to 
stand up and pick the regulations apart. It took those folks months 
to write them, and I think they did a darned good job of doing an 
impossible task, but the fact still remains that if this amendment were 
placed in as part of the law that the small packer would have pro- 
tection by the law, and that protection by saying, “Look, here is my 
problem, I am an honest man, I went up there and showed them my 
problem, and this lady told me that everybody that came up there 
was honest.” 

Mr. Curtis. We appreciate your comments very much, Mr. Fink- 
beiner, and I know that Mr. McCormick is going to give them con- 
sideration. 

Mr. Fryxeerner. I want it understood that my comments are not 
from a critical standpoint, but from a standpoint that we have got a 
problem that we would like to work out. We are not trying to shoot 
your program full of holes or being in any way critical of your pro- 

ram. 

Thank you. 

Mr. McCormick. You feel that the regulations that exist now are 
workable, do you ¢ 

Mr. Finxperner. They are definitely workable, provided the farmer 
will sell his livestock. 

Mr. McCormick. Fine! I will say this, I will go in tonight or to- 
morrow with these recommendations that you have brought in to us 
here and discuss them with the top people there, ancl by phone tomor- 
row, I would like to talk with you and get their thinking presently on 
your recommendations or that of your association. 

Mr. Finxserner. | certainly would appreciate it. 

Mr. McCormick. You are a local packer here ¢ 

Mr. Finxperner. Yes, sir. We have been in business 32 years. 

I would like also to say that the McKellar amendment was drawn 
up by some of the finest men in our industry. We do not want a 
guaranteed profit, but, on the other hand, if we are going to be con- 
trolled, then we want to have a little something to say provided things 
start. going sideways. 

Mr. Curtis. Thank you very much, Mr. Finkbeiner. We think 
that your comments were very instructive. 

Mr. Fryxpserner. Thank you. 

Mr. Curtis. We will now call Mr. Rice. 
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STATEMENT OF F. 0. RICE, NASH DEALER, PINE BLUFF, ARK. 


Mr. Curtis. Will you give us your name and your business, please, 
and then proceed. 

Mr. Rice. Mr. Chairman, I am making this statement, of course, 
in behalf of automobile dealers. 

My name is F. O. Rice, and I am a Nash dealer in Pine Bluff, Ark. 

I am appearing before this committee as president of the Arkansas 
Automobile Dealers Association representing the small dealers of 
Arkansas. May I thank you personally and on behalf of my associa- 
tion for the privilege of appearing before you. I shall make my plea 
for the small retail automobile dealers of this State as briefly and 
convincingly as possible. 

First, let me state most emphatically that anything I say here is 
not to be construed in any manner as a criticism of our Government’s 
defense program nor would I personally take part in any hearing or 
raise my voice for any group whose efforts would in the slightest 
sabotage or weaken our national armament program. We, the dealers 
of Arkansas, are willing and ready to make whatever personal or 
business sacrifices are necessary to defend our Government and our 
country. I need not offer you proof of this fact, but may I mention 
that when Mr. J. Edgar Hoover of the FBI released his figures on 
registered Communists in the United States, Arkansas showed a 
total of seven. If other States and metropolitan areas could boast 
of no greater number than that, I am sure that you will agree that 
such trials and convictions as the Rosenberg treason case in New York 
last month would never occur in this land of ours. 

It is easy for me to speak to this committee about small-business 
men as Arkansas is a State of small dealers, as there are no large 
centers of population in our entire State. We are a low per capita 
income State—in fact, there is only one other State in the Union 
whose per capita income is lower than ours. Every member of this 
committee represents a State whose wealth and earnings of its citizens 
is far greater than ours. Therefore, we feel that we have a much 
greater stake in pleading with you that today the automobile is an 
essential part of our American way of life and that the day when 
an automobile was actually a luxury is far behind us. While the 
Nation’s truck population was increasing an average of 57 percent 
during the 8-year period from 1941 to 1949, Arkansas’s truck popu- 
lation jumped 83 percent. Our increase in passenger cars has been 
33 percent, most of which was realized in the postwar years. Those 
of you who come from the wealthier and more heavily populated 
States which possess a highly streamlined transportation system with 
busses, trolley cars, or subways, will find it difficult to realize how 
much we in Arkansas depend on the automobile. 

Arkansas is essentially a rural and icultural State whose two 
chief resources are agriculture and timber. If our chief means of 
transportation, namely, the passenger car, is so taxed or restricted 
as to remove it from within the power of our low-income citizen to 
purchase, we will be more seriously handicapped than those in man 
of the other States. 

The small-business men who are retail dealers of new automobiles 
in Arkansas are men who have established these businesses 15 or 20 
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ears ago in the majority of cases. They are men who are leaders 
in their communities and most of them have served as officers in civic 
clubs and many in political capacities. 

In 1941, the State of Arkansas realized only a little more than 
$13 million from gasoline taxes. Last year this income had almost 
doubled and was $23,916,000. Thus automotive taxes represent a 
percentage of 34 percent of the entire State income. In 1949 we paid 
$13,500,000 to the Federal Government in automotive excise taxes 
from this State. 

Last year the Federal Reserve Board released statistics prepared 
by them indicating that most of the passenger car owners earned less 
than $4,000 per annum and this before taxes were deducted. I have 
already mentioned that we are the forty-seventh in per capita earn- 
ings for the entire United States, therefore, a considerably larger 
number of Arkansas car owners are in the class who earn less than 
$4,000 per year. Consequently, we were hurt far more than the rest 
of the Nation because of restricted credit regulations. Our market 
for automobiles feels the effect of credit restrictions and additional 
taxes much quicker than does the national market since our people 
earn less than is reflected in national statistics. In case greater taxes 
are added to the passenger car or to Me pick-up ramus 4 which the 
farmer of this State uses both for farm work and family transporta- 
tion, the decline of sales will be reflected more quickly and in greater 
volume in our State than elsewhere in the United States. 1 need not 
remind you that as sales decline so would the tax revenue. 

We have enjoyed a friendly relationship in this State with the 
Federal Reserve Board, the Office of Price Stabilization, and other 
Government agencies with whom we have daily contaet. Our asso- 
ciation is the source of much information desired by these agencies 
and in every instance we have given them the full story, withholding 
no facts. As a result they have learned that we can be depended upon 
and that the figures and opinions we express are correct. If the auto- 
mobile purchaser in the State of Arkansas has the taxes on his auto- 
mobile doubled or drastically increased and if the Federal Reserve 
Board makes a still further reduction in the length of time allowed 
on installment buying, we will very quickly reach the point where 
only the rich can afford to drive an automobile. 

As president of the Arkansas Automobile Dealers Association and 
as a small retail franchised dealer, may I urge you to consider our 
situation and position both as a State and as part of the national 
poor We feel that we have been unjustly penalized and since we 

ave no means of appealing our case other than to your committee, 
we sincerely hope that further discrimination against the automobile 
owner will be stopped, and we mean by that, that. additional excise 
taxes will hurt us more than anybody else in the United States, since 
we are a low-income State. 

That is our story. We are trying to let this committee know that 
the price of automobiles at this time is such that many of our people 
in Arkansas cannot buy under the present regulations and prices. 

Mr. Curtis. We appreciate your statement very much, Mr. Rice, 
and it is certainly true that the automobile dealers are a small busi- 
ness, and automobile dealers are small-business men, and we are very 
much concerned about his problems. 
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Also there is no question in our minds or anyone in Congress that 
the automobile today is not a luxury, it certainly is a necessity. I 
know the committee is very familiar with the problem, because it does 
exist in all communities. 

It may be a little more acute here, as you point out, because of the 
low income or relatively low income per capita in a farming area such 
as Arkansas. 

We are concerned with that, and I can assure you that we are going 
to give full consideration to it. 

Thank you very much for your fine statement. 

Mr. Rice. Thank you. 

Mr. Curris. Mr. Leo House of Conway, Ark. 


STATEMENT OF LEO HOUSE, SOUTHERN WOOD PRODUCTS CO., 
CONWAY, ARK. 


Mr. Curtis. Will you give us your name and your business, please, 
and then proceed. 

Mr. Houser. My name is Leo House, and I am president of the South- 
ern Wood Products Co. of Conway, Ark. We manufacture hardwood 
products, both for commercial and Government orders. 

At the present time I am working on subcontracts on a Government 
order and I am not having trouble on that. Also I am getting a few 
commercial orders, occasionally, that help me out. My problem is 
simply that of assistance in financing. 

Money is a necessity for operating any kind of a business, and on 
a limited capital we do have a lot of trouble getting the best advantage 
of prices for our carload lots. We can buy them cheaper in carload 
lots and we can buy lumber cheaper in bigger quantities, and our 
problem is simply that of assistance in financing. We have that prob- 
lem definitely, and it hurts right at the hip-pocket level. 

Mr. Curtis. Well, now, I will ask Mr. Donnell of the RFC—and 
after all, the RFC has been doing a very fine job, I might say, with the 
small businesses—to make a statement at this time, and he will prob- 
ably ask a few questions of you. 

Mr. O’Donnett. I would like to ask the witness a question, and that 
is whether you made any effort to obtain RFC financing. 

Mr. Hovusr. Yes, I have, and I have an application going in. It 
was completed today and it is going in tomorrow to the RFC local 
office. 

The need, as I mentioned a while ago, is immediate, and as I under- 
stand it, it takes a considerable length of time to get those things ap- 
proved, and if I am mistaken about that, I would sure like to know 
about it. 

Mr. O’Donnett. Yes, unfortunately that is the case at times. I can 
only asume, therefore, that within the peacetime limitations on the 
RFC’s authority to lend, that it is impossible to make an RFC loan 
under our loan law? 

Mr. Hovse. Yes, that is right. 

Mr. O’Donnewt. In that you are not in a position to fulfill the re-. 
quirements which the Congress had laid down for obtaining an RFC 
loan. 


Mr. Howse. That is right. 
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Mr. O’Donnewt. Therefore, recourse has to be made to the defense 
production angle / 

Mr. Hovser. That is right. 

Mr. O’Donnett. Mr. Chairman, on that score I recognize that there 
is a considerable amount of delay in the handling of loans at times. 
We in the RFC are purely a disbursing and servicing agency for those 
defense-production loans, and the authority rests with the Defense 
Production Administrator upon the recommendation. of NPA. 

Mr. Curtis. Can you tell us something about that, Mr. Bartlett? 

Mr. Bartterr. I am not in a position to determine what the average 
length of time is to process one of those loans. 

Mr. Curtis. I wonder, Mr. Bartlett, if for the sake of the record 
you could find out if there would be a delay. 

Mr. Bartierr. We would be very glad to look into the matter. 
Frankly, I do not know whether a delay exists. 

Mr. Curtis. I wish you would. You can appreciate from this in- 
dividual problem that is presented to us how a delay could be a very 
critical thing, and actually a harmful thing to sma) businesses that 
are ina situation that Mr. House’s business is in. 

I can assure you, Mr. House, that they will look into this matter, 
and this committee itself will follow through on that, because your 
problem has been very ably presented, and we think that you have : 
real problem. 

Mr. Houser. I do have one thing, Mr. Congressman, that I would 
like to get a few more details on. You mentioned, I believe, that 
there was a Defense Plant Corporation in the making. 

Mr. Curtis. Yes, that is correct. Now, that is an actual bill, and 
the committee itself is doing everything it can, as a committee and 
as individual, to get that particular bill heard before the proper com- 
mittee of the Congress, and to get it before the floor of the House 
so that it can become law. 

Now, if the businessmen of the communities throughout this Nation 
are interested in that becoming law, it behooves them to contact their 
Congressmen, because we on the Small Business Comroittee are rapidly 
getting ourselves into the position of being special pleaders, and we 
think that it is very necessary and we think that it would be appro- 
priate that you write to your Congressmen and state that you think 
that that would help you. 

Mr. Houser. I just hate to take up too much of your time, but I 
have just one comment that I would lke to make. 

Mr. Curtis. Go right ahead. 

Mr. Hovse. If I were to get a contract tomorrow for what would 
be to me a pretty large order of, oh, a $75,000 or $100,000 contract, I 
would be in the position of just being almost forced out of business 
by being unable to finance myself during the time it would take to 
get into the production and waiting, say, 30 or 40 days to get my 
money. 

Mr. Curtis. We appreciate that that is a real problem. 

Mr. O’Donnet. Mr. Chairman, I would like to point out to the 
witness that all hope is not lost. We fully recognize this problem 
and it has been discussed with small-business men I think in 45 States 
across the Nation. A solution has been suggestecl to the Defense 
Production Administration, and they have gone along with it whole- 
heartedly. 
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The matter is presently under consideration by the Bureau of the 
Budget. It has the hearty and enthusiastic support of the House 
Small Business Committee. 

Just within the last 2 weeks Congressman Patman wrote a strong 
letter to the Bureau of the Budget urging s y action. The action 

uested is an executive order which would authorize the RFC to 
make commitments to loan predicated upon the receipt of a contract 
and the assignment of a contract, so that if you had a possibility to 
bid on a job, that you could go into the RFC and say, “Here is my 
problem, here is what I have, will you assure me of financing ¢” 

We can do that within from 2 to 5 days, and upon receipt of it you 
ean go to the military and you can say, “I am assured of financing.” 
And then you can go ahead and make every effort to get your contract. 

It will have a very salutory-effect. 

Mr. House. Oh, yes, it most certainly would. 

Mr. O’Donnexu. Of course, the executive order must be signed by 
the President. It has not been at this time. Whether it will be, no 
one knows, but it has the hearty support of everyone up to this point, 
and we hope that something is done in the very near future. 

Mr. House. Well, that would sure help my situation out specifically, 
I know, and several fellows in the same type of business. 

Mr. Curtis. I would like to ask this question of Lieutenant Flick- 
inger. How about these advance payments that the Defense Depart- 
ment will make? 

Lieutenant Fiickineer. Advance payments will be made only as a 
last resort after other types of defense financing have been investigated 
and exhausted, that is, partial payments and V-loan guaranties, and 
things like that, but that is another possibility. 

Mr. Curtis. Yes, that is another possibility and you should look 
into it. 

Mr. Hovse. In other words, if I get a contract, as a last resort the 
Defense Department might advance me the money ? 

Mr. Curtis. That is correct. 

At this point, will you please see that Mr. House’s document is 
placed in the record. 

(The document referred to above is as follows :) 

SouTHERN Woop PropuctTs Co., 
Conway, Ark., April 30, 1951. 
Setect COMMITTEE ON SMALL BUSINESS, 
House of Representatives of the United States, 
Bighty-second Congress, Washington, D. C. 
(Attention Hon. Wright Patman and Committee.) 


GENTLEMEN: It is indeed an honor to have been selected as a representative 
of small business by your committee. It is gratifying to know that at last the 
problems of the small-business man are going to receive the consideration and 
attention of a congressional committee. It is my sincerest wish that you, gentle- 
men, will find a solution to our problems. 

The major problem of the small-business man is that of financing for expansion 
and working capital. In order to compete with big business on large orders, it 
is necessary to install additional equipment to speed production and thus cut- 
ting down manhours. On a limited capital it is difficult to purchase several 
thousands of dollars worth of equipment. The small man is at a disadvantage 
too, with his limited stockpile of materials. Limited capital makes it incone 
venient and often impossible to purchase needed materials in sufficient quantities 
to take advantage of lower prices offered in carload lots including freight rates. 

If the banks could be induced to grant small business loans for an amount 
sufficient to help a firm to buy needed machinery, using same as collateral, and 
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materials allowing also a sufficient working capital to take care of weekly 
payrolls, utilities and so forth on a term basis, using a system similar to NSRB 
and RFC only cutting down a lot of the red tape involved as the needs of a small 
business is immediate. This type of loan could be handled by local banks and 
backed by the Government much as the FHA has been handled. It has been 
my experience that the banks either refuse to grant a loan or else loan in small 
amounts for such a short term that it is impossible to be able to repay the loan 
as payment for finished materials take so long to receive. Even if you can repay, 
you are right back where you started—having to borrow again. The interest is 
usually high too. We don’t have a chance to build a back-log. 

Another problem is the fact most Government orders are let only in large 
amounts on competitive bids. Thus only big firms are equipped to bid—as the 
small man not only having limited capital but generally limited space. For 
example in my case, I manufacture hardwood pallets, I have received a con- 
siderable number of invitations to bid and negotiation bids. They are all for 
several thousand pallets to be delivered over a period of 1 to 3 months. My 
bids have all been a few cents too high because of having to buy materials in 
small amounts at a time and having a limited storage space both for materials 
and finished products. If the Government would let smaller contracts and 
more of them thus getting quicker delivery and in turn we would receive pay- 
ment sooner rather than having what little we have tied up for a period of 
30 to 45 days and sometimes longer. The contracts now are received by larger 
concerns and then subcontracted to small business at such a low figure it is 
difficult to make even a fair profit. I don’t want to make a fortune at the Gov- 
ernment’s expense but I would like to have at least a 10 percent return on my 
labor. I have been fortunate in having a fair and square prime contractor 
but there are others that don’t. They are feasting at the table while the small 
concerns, have to be satisfied with the crumbs they are willing to let fall our 
way. 

In summing up, gentlemen, we need a system for financing ourselves until we 
can get a return on our products and for the small-business man to get a fair 
share of not only Government contracts but commercial as well. 

Thank you again for this opportunity to express my opinion on a subject that 
I feel very strongly about—the problems of the small business. I remain, 

Respectfully, 
SouTHERN Woop Propucts Co., 
Leo W. House, President. 


Mr. Curtis. Now we have our last witness, Mr. Ivo Phelps of Little 
Rock. 

Before Mr. Phelps makes his statement, I believe Mr. Leo Mc- 
Cormick wants to make a statement. 

Mr. Leo McCormick. Mr. Chairman and Mr. Dalmas, this is con- 
cerning the problem of Mr. Warmack of the Warmack Manufactur- 
ing Co, 

As a matter of fact, his wholesalers to whom he sells furniture 
and hardware, they are under the general ceiling price regulation 
now, and they are frozen. His problem is that he would like to have 
a percentage mark-up prescribed for these wholesalers comparable 
to the same plan that exists in the grocery regulations, wholesale 
grocery regulations, that is the problem. 

I am sure that that regulation is being worked on. Again, it is 
the refinement on the general freeze order of a specific regulation 
for wholesalers other than food, and since that has been established 
in the food wholesale regulation, it stands to reason that it will be 
followed in this regulation, and I assure you that I will go in on it 
tomorrow and see if we cannot rush that regulation to completion. 

Mr. Daumas. One of the difficulties Mr. Warmack pointed out 
was the seasonal character of the merchandise that these jobbers 
were handling. 

Mr. Leo McCormick. On porch chairs, for instance? 
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Mr. Datmas. Yes. The things he was interested in were of a sea- 
sonal character, in other words. 

Mr. Leo McCormick. I think this regulation is imminent, and I 
think he feels so, but I think it would not hurt anything to try to 
spread it along. 

Mr. Curtis. We certainly appreciate that. 

Now, Mr. Phelps, will you come forward, please. 


STATEMENT OF IVO PHELPS, MANUFACTURER OF COTTONSEED 
HANDLING EQUIPMENT 


Mr. Puexrs. My name is Ivo Phelps, and we manufacture cotton- 
seed handling equipment. 

We are a very small concern, and our business is so small that we 
do not have a large enough demand for steel whereby we can obtain 
a mill quota. Therefore, it is necessary for us to buy our materials 
from the warehouses. 

Our business is very seasonal, and we try to ayaa our steel in 
the fall of the year and build up our materials during the winter 
months, so that we can supply our customers during the summer when 
the cottonseed oil mills and peanut shelling plants and various mills 
that use our equipment are down for repairs. 

Apparently we have not been able to secure enough materials 
through the warehouses to supply what small demands we have had. 
I went over this thing with Mr. Buxton here some 2 months ago, and 
he apparently could not give me any solution to any problem what- 
soever. 

At this time this new DO-97 came out, which apparently every- 
body seemed to be afraid of. It does not cover the situation so that 
they can extend this DO, and we are afraid if they extend the DO to 
the warehouses to obtain any steel, and apparently what few we have 
extended have given us no results from them whatsoever. 

I would like to know if there is anything in this new regulation that 
is coming out that will help the small business people like we are to 
obtain steel. 

Mr. Curtis. Before I ask Mr. Dalmas to comment on that and the 
regulation that has come out, you have had a history of buying steel, 
have you not? I mean, how long has your company odin in existence ¢ 

Mr. Puetrs. We have been manufacturing this equipment since 
1928. 

Mr. Curtis. So you do have a history of purchasing through cer- 
tain warehouses each time ? 

Mr. Puetrs. We have been purchasing through one of the ware- 
houses here in Little Rock, and three warehouses in St. Louis, and a 
couple of warehouses in Memphis. 

Mr. Curtts. What do they say about their ability to supply their 
regular customers, like yourself, for example? Do they say they 
just do not have the material? 

Mr. Puexrs. They say they do not have the material. We have 
been able to pick up a few odd items, and the only way I have been 
able to do that is that I have a friend in St. Louis whom I had contact * 
these warehouses just once a week, and in that way I have been able 
to pick up maybe three or four hundred pounds of material. 

Mr. Curtis. What type of steel do you use; sheet ? 
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Mr. Puetrs. Mostly all sheet steel and bar steel. 

Mr. Curtis. About how much do you use in a yeur, for example? 

Mr. Puetps, It runs something like about 50 to 60 tons per year. 

Mr. Curtis. Fifty to sixty tons. 

Mr. Dalmas, would you comment on that, please ? 

Mr. Daxmas. Is this agricultural equipment which you make? 

Mr. Puetrs. Well, in a sense; yes. 

Mr. Datoas. I did not get quite clear just what it was. 

Mr. Puewps. It is a machinery used to unload cottonseed, soybeans, 
peanuts, and materials of that type. 

Mr. Datmas. On the farm? 

Mr. Puecrs. At the oil mill. 

Mr. Datmas. At the oil mill? 

Mr. Puevprs. Yes, and this year they are having to turn this cotton 
loose down in the valley in South Texas. They are going to have an 
enormous cotton crop down there, and we make a portable machine 
that is used in small trucks and loading them into boxcars, and it is 
used various different ways. 

Mr. Datmas. You load this material out of railroad cars into the 
plant? 

Mr. Puetrs. Out of the trucks or railroad cars. 

Mr. Datmas. A good deal of the product comes in off nearby farms 
and you unload it from the trucks? 

Mr. Puevrs. No; most of it comes from the gin into the oil mill, 
after the cotton is ginned, and then the seed in itself, only the seed. 
You see, cottonseed cannot be run through a fan. It has to be bypassed 
on the fan, and that is what our machine does; it bypasses the cotton- 
seed past the fan. 

Mr. Datmas. What is the end product, human food, oil for human 
food consumption, and cottonseed meal for livestock, and so on ? 

Mr. Puetes. That is right. 

Mr. Daxtmas. It seems to me that that would fit into M-55. What 
do you think about it, Mr. Bartlett ? 

Mr. Bartrierr. It would seem to me that that is so, and incidentally, 
that M—55 order came out since you contacted the local office of the 
NPA here, and I would like, with the permission of the committee 
here, if the witness would be willing to contact our office between now 
and tomorrow morning. We are going to get a determination on this 
other proposition, the other gentleman is ggigg to assemble some more 
information for us, and we will call and get a determination on these 
containers, and this would be a good time to take your question up 
also. 

Mr. Damas. Do you think you could get a directive issued for this 
small amount of material ? 

Mr. Bartierr. In order to speed the thing up we thought it prob- 
ably would be better to file an appeal for relief, otherwise an amend- 
ment to the order would delay delivery of the material. 

Mr. Curtis. You will contact Mr. Buxton right after this meeting 
and make arrangements to see him on that? 

Mr. Puewps. Yes, sir. 

Mr. Curtis. Thank you very much. 

Now, if there is nothing further 

Mr. Bartierr. Mr. Chairman, if I may I would like to report on 
this Vermer Corp. matter, in connection with the aluminum control 
wheels. 
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So far as the secondary aluminum requirements are concerned, they 
have been filled. I mean, they have sufficient stock to continue pro- 
duction of the aluminum control wheels. 

The other question had to do with booster cups, which are on a 
defense order and are required for ammunition purposes. It develops 
in that case that it is necessary that this company, the Vermer vm 
which is a subcontractor, go back through its prime contractor to the 
procuring officer who issued the purchase order who will in turn have 
the Munitions Board make a determination as to the priority of this 
particular equipment, and then the National Production Authority 
will issue a directive on the basis of that finding. 

Mr. Curtis. Well, that is fine. Then they are on the road to doing 
that ? 

Mr. Bartiett. They are both in active cooperation. 

Mr. Curtis. That is splendid, Mr. Bartlett. Thank you for that 
fine work. 

Now, if there is nothing further to come before the meeting, if there 
are any witnesses who were unable to appear and would like to have 
their statements made part of this ane it they will get them to us 
within, say, a week or 10 days, to the Small Business Committee in 
Washington, D. C., attention of Mr. Dalmas, we will make them a part 
of the record. 

I want to again thank the chamber of commerce of the State, and 
also of Greater Little Rock, and all the people who made this hearing 
possible. 

Thank you. You have been very helpful to us, and I hope we in 
turn have been able to help on some of the problems, and we will 
tackle those which we have not reached a solution to. 

Mr. Buxron. May I just insert one thing before you adjourn? 

Mr. Curtis. Yes. 

Mr. Buxton. I have been listening, expecting somebody to bring this 
matter up on the matter of subcontracts, because when people have 
been in my office they have said when they attempted to ge subcon- 
tracts they were informed that they were too far away for the agencies 
to send an inspector down here. 

They could not tell me whether this inspector that could not be 
sent was an inspector of the procurement agency or an inspector of 
the prime contractor. 

But since that has not been brought up, and since that has come to 
my attention, I believe three times, I ieheve that it would be well to 
insert that into the record, that some people who have applied and 
who have asked to be considered as subcontractors have been refused 
consideration on the grounds that they were too far away to send 
inspectors to their plant. 

Mr. Curtis. Thank you very much, because that problem came be- 
fore us in New England, and it is our understanding that they will 
be looking into the inspection service. We are very glad to realize 
that the same problem possibly exists here. 

Now, if there is nothing further, the meeting will stand adjourned. 

(Whereupon, at 5:30 p. m., the subcommittee adjourned.) 
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PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY, MAY 2, 1951 


House or RepresENTATIVES, 
SuspcoMMITree No. 1 oF THE SELECT 
CoMMITTEE ON SMALL BUSINESS, 
Dallas, Tex. 

The subcommittee met, pursuant to notice, at 10 a. m., in the Peacock 
Room of the Baker Hotel, Dallas, Tex., Hon. Mike Mansfield, of Mon- 
tana, presiding. 

Present: Representatives Mansfield (presiding) and Thomas B. 
Curtis of Missouri. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; Jeremiah T. Riley, of the staff. 

Present representing Federal agencies: William T. McCormick, 
deputy special assistant to the Administrator, Office of Small Busi- 
ness, Economic Cooperation Administration; John S. Bartlett, field 
representative, National Production Authority; Lt. Joan Flickinger, 
Munitions Board, Department of Defense; Leo H. McCormick, Assist- 
ant to the Administrator, Office of Price Stabilization; Perry A. Peter- 
son, Petroleum Administration for Defense; Walter J. O'Donnell, 
manager, Office of Small Business, Reconstruction Finance Corpora- 
tion; C. O. (Dick) Edens, Randolph M. Jackson, and Carl E. Wallace, 
General Services Administration. 

Mr. Mansrte.p. The meeting of the House Small Business Commit- 
tee will come to order. 

I would like to make an opening statement to the effect that this 
committee is not here to award contracts, but to find out what your 
problems are, and to do what we can as soon as we can to help find 
the answers to the questions you raise. 

The members of this committee are Mr. Thomas Curtis, to my left, 
a Republican, of Missouri, and myself, Mike Mansfield, a Democrat, 
from Montana. 

We have representatives of the various Government agencies here 
to help you, and we have on our staff Mr. Victor P. Dalmas, our 
executive director, and Mr. Jeremiah T. Riley, as his assistant. 

The first individual whom we will hear from is Mr. Vogt, who has 
been quite prominent in helping to bring this meeting to Dallas for 
the purpose of discussing the problems of small business. Mr. Vogt. 

Mr. Voer. Mr. Chairman and gentlemen, I represent the Dallas 
Chamber of Commerce, and I am vice president of the chamber, 
and I have been asked to extend a welcome to you gentlemen here. 

The matter of small business is of paramount importance to most 
of us. I am a small-business man myself. In fact, I think almost 
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everyone in most every walk of life that you can think of is really 
a small-business man, whether they be professional men, doctors, 
or lawyers, they still must be small-business men. <A farmer, in 
order to succeed, must be a pretty good businessman himself. 

We believe that the small-business man, under the free-enterprise 
system, is the backbone of our country’s development, and we par- 
ticularly think that in this part of the country. 

In Europe small business cannot go beyond what they have already 
established. ‘There is not much room for new ones. In our own 
country it is pretty much the same way in the older sections, the 
North and East; established business goes on all right, but it is hard 
for new ones to come in. 

We are a growing community, and we are in a rather lusty section. 
I think we have many small, good businesses here, and some of them 
do a Nation-wide business, still are small businesses, because of control 
being local, and being an individual enterprise, they are small. 

There is one case in point we have which I think illustrates what 
I want tosay. There is a small business here that is very well known 
over the Nation because it is one of the greatest producers in the 
country of maternity clothes. They have a slogan, and it is a very 
lusty slogan, and I think they say : 

“You knock em and we'll frock ’em.” 

And I think that is our policy, we are lusty business in this part 
of the country. 

We are glad to have you here, gentlemen, and we are glad to express 
our opinions and help you on the things you need. 

Mr. Mansrievp. Thank you very much, Mr. Vogt. 

I would like to make a few comments, before we go into the meeting, 
about our colleagues. The Honorable Frank Wilson, the Congress- 
man from this part of Texas, and the Honorable Wright Patman, the 
chairman of the committee. 

Mr. Wilson had hoped to be able to attend this meeting, but un- 
fortunately, as you all know, the pressure of business in Washington 
is so great that he finds it sa owe to get away. 

Mr. Patman, who has been the head of the Small Business Com- 
mittee for years, hoped to attend the meeting here and in Houston, 
but unfortuantely he was unable to get away at this time. 

The first witness to be heard by the committee will be Mr. O. C. 
McCallister, a Studebaker dealer. 

We are hearing him first because he must get a plane back home 
around noon. 

Mr. McCallister, will you come forward and speak at the table in 
front of our committee, please. 


STATEMENT OF 0. C. McCALLISTER, STUDEBAKER DEALER, 
ALBUQUERQUE, N. MEX. 


Mr. Mansrre.p. Give us your name and your business, please. 

Mr. McCauutstrer. Mr. Chairman and gentlemen of the committee: 

I am not a public speaker, so if you don’t mind I will read the 
statement that I prepared. ; 

Mr. Mansrrevp. Go ahead. 

Mr. McCatutsrer. As the chairman said, my name is O. C. Me- 
Callister, and I am a Studebaker dealer in Albuquerque, N. Mex. 
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I am a member of the New Mexico Automotive Dealers Association 
which comprises 215 of the 285 franchised dealers in the State. Three- 
quarters of the membership of our little associ a9 are small dealers 
who sell less than 100 new cars and trucks a year. As a matter of 
fact, in our smaller towns such as Taos, Madrid, "dates, Madrid—an 
isolated coal-mining town—Tularosa, et cetera, a more accurate sales 
figure is less than 50 units a year 

It is my feeling that we concur on certain fundamentals: First. 
We agree that automotive tr ansportation is essential, to the individual, 
to the community, and that it is paramount to the national economy. 
You have heard often—and it is true—that one out of every seven 
wage earners in this country is employed in the automotive and allied 
industries. In New Mexico we have 47,937 such persons—all making 
a living for themselves and families in some phase of the automotive 
industry. 

Second. The automobile dealer—that segment of the industry 
which forms the distributive branch and provides service facilities 
at the local level—is essential, too. It was this group—the small 
automobile dealers in the tqwns, villages, and hamlets—that kept 
America on wheels during the last war. 

Third. Any rules or regulations which threaten the stability of 
automobile dealers can react to sabotage the entire national economy. 
This is gospel, gentlemen, for, mark you—the nationa] economy is but 
the pyramid of the several community economies. Weaken the econ- 
omy at the local level and you soon blast the foundation of the national 
structure. 

Depriving a New Mexican of an automobile or truck is like setting 
a man afoot in the desert in the pioneer days. Here in New Mexico— 
encompassing 121,511 square miles—the predominant number of towns 
and villages are remote from rail connections or regular scheduled 
public carrier operations. The automobile is the only means of travel 
for physicians and nurses; the truck is the only method of moving 
sek oe to markets and the vehicle by which most wae earners reach 
their place of employment. Our school system daily transports ap- 
proximately 35,000 children to and from school in busses. 

The 1950 census gives New Mexico’s population as 667,000 persons 
or 5.5 persons per square mile. Figures released by the motor vehicle 
department reveal we have an automobile for each 3.9 persons in the 
State and a truck for every 10.4 persons. Without the motor vehicle 
an Mexico, as in the days of Coronado, would be a territory of iso- — 
lated communities, each struggling to be self-sufficient. 

Automobile and truck dealers of New Mexico are not unmindful of 
the critical times facing our Nation. We concede the probable need 
for certain regulatory measures. Upon that score we shall not quar- 
rel. 

However, we do protest and protest emphatically the arbitrary 
regulations and encroachments upon our business which destroy the 
very fiber of that business. I am talking now about the discrimina- 
tory and totally unnecessary ruling by the Office of Price Stabiliza- 
tion, issued without warning, which permitted the manufacturers 
of automobiles to increase the } price of the vehicle to the dealer by 3.5 
percent but restrained the dealer from passing on other than the actual 
dollars-and-cents increase. 
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By this action the OPS tore asunder the traditional discount struc- 
ture which has existed in the industry for years. It shattered the 
discount arrangements which the Congress of the United States but 
a short 9 years ago directed the old Office of Price Administration, 
headed by Chester Bowles, to recognize and refrain from disturbing. 

The nature of the retail automobile dealers business compels us 
to handle money upon which we make no profit but which is actually 
an operating expense and an additional operating capital require- 
ment. Examples of this type of money are State and Federal taxes, 
transportation charges, license and title fees, et cetera. Added to the 
above is the partial freezing of the dealer’s operating capital as re- 
flected in his used-car inventory. Furthermore, he very nature of our 
business makes regulation impossible unless thy persons promulgat- 
= rules are well-grounded in the ramifications of automobile re- 
tailing. 

Along with other retail merchants the automobile dealers are ex- 
periencing greatly increased costs of doing business. In the light 
of this it is disconcerting to me, and to the dealers to whom I have 
talked, that the sales for the year 1951 gill be less but the percentage 
of expenses to sales will be more. 

Why will sales be less? 1. Fewer cars produced as the industry 
increases its participation in the defense program. 2. The saddling 
of sales efforts by regulation and restrictions which make it impos- 
sible for the automobile dealer to pursue sales in the manner in which 
he has been accustomed. 

We have conceded, gentlemen, the probable need for certain regula- 
tory measures, but it 1s our contention that the Office of Price Stabili- 
zation should not be a profit-control agency but rather a price-control 
agency. We maintain, further, and in this we feel you will concur, 
that if any semblance of order is to come out of the chaotic state in 
which the OPS finds itself then the current “pass the buck” and 
“refusal of responsibility” must end and terminate promptly. 

OPS is today attempting to regulate by innuendo. It hints that 
such and such is necessary; it intimates action is required in such- 
and-such a case. Its regulations are ambiguously worded and con- 
fusing. If my charge is not so, why then does the OPS hide behind 
a conveniently hidden loophole—self-created—which they are pleased 
to call Procedural Regulation No. 1, and refuses to issue interpreta- 
tions of their regulations. 

This, gentlemen, to our minds is a manifestation of bureaucracy 
at its worst. Few businessmen can swallow a 90-word sentence at 
one gulp and understand what is meant. I am one of them, and 
I seriously doubt if any OPS-ers can, either. 

Automobile dealers are trying to conform with OPS rules and 
since the ceiling-price regulations became effective have requested 
answers to many questions. These questions, all attempt to clarify 
various operating procedures, were gathered by the various State 
dealer associations, correlated by the National Automobile Dealers 
Association and presented to OPS. It was at this point that good 
old Procedure! Regulation No. 1 was brought to bear and the NADA 
request refused point-blank on the flimsy excuse that the questions 
were hypothetical. 

If we are to deal with the hypothetical, please be advised there is’ 
no greater employment of the lypethetion! than the establishment 
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by OPS of ceiling prices on trucks, which, by the way, are still reg- 
ulated by General Ceiling Price Regulation No. 1 

We have too much theory in Government and not enough applica- 
tion of sound business principles. 

In theory regulation W was deemed necessary. But I say to you it 
is a piece of economic nonsense. By its drastic terms the Federal 
Reserve Board has defeated the very aim it sought. 

Prior to becoming an automobile dealer I spent 16 years with major 
finance companies in executive capacities. No one is more aware than 
I, of the benefits of sound time sales business. The high standard of 
living that has been reached in this country can be attributed in major 
part to the fact that industry has recognized the personal integrit 
of the common, ordinary man and has been, and still it, anxious to sell 
him merchandise solely on his promise to pay. 

That is why you find here in America, as nowhere else in the world, 
in the homes of our workingmen electric refrigerators, washing ma- 
chines, radios, television, and in the garage some kind of an auto- 
mobile. 

Sound credit made this possible. 

Gentlemen, I have been taught by the best finance men in the world 
that as long as an individual has a continued, goo<, equity in the 
product he is buying it makes no difference how long it takes him to 
pay. 

The authors of regulation W do not recognize this, for the regula- 
tion with its 15 months’ limitation on finance terms has made it impos- 
sible for medium- and low-bracket wage earners to obtain auto- 
mobiles, vehicles which are vital to their continued well-being. Where 
previously a worker could obtain a good used car for as little as $40 
to $50 a month he now has to pay as high as $75 to $90 a month for the 
same vintage car. The result has been to take this type of buyer out 
of the market completely. With his disappearance has come the 
piling up of dealer stocks of the later model and the higher-priced 
used cars, cars that many people who cannot afford a new car ear- 
nestly desire. And please bear this in mind: a high percentage of 
these people are essential factory workers. Here in New Mexico we 
have some vital defense production plants. To get to and from work 
a car is indispensible. To catalog an automobile in the same category 
as liquor, jewelry, or furs is fossilized thinking. We heralded as 
inept any person in bureaucratic circles whose conc eption of the 
motor vehicle’s contribution to the national economy is such as to place 
it in a nonessential classification. 

Added to the obstacles with which our industry is now confronted 
comes the current proposal of Secretary of the Treasury Snyder to 
increase the Federal excise tax on automobiles from 7 percent to 
20 percent. This disturbs us greataly for we see in it a complete 
disregard of the essentiality of the motor vehicle and a serious cur- 
tailment of automotive production. We see in it, also, a forgetful- 
ness of the lesson so painfully learned during the last; war. In addi- 
tion, Government will find a severe reduction in tax revenues. 

We recognize taxes are necessary but we can conceive of no way 
in which Mr. Snyder’s proposal will benefit the national welfare. 

Our stand is this: We maintain the imposition of taxes should 
apply uniformly on all commodities and not be imposed as a punitive 
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measure on a commodity as essential as the motor vehicle. The 
defense of America is everybody’s and everyone’s responsibility. We 
believe that nonessential and definite luxury items such as liquor, 
jewelry, perfumes, and cosmetics, mink coats and numerous fad prod- 
ucts should absorb the greater portion of the taxation. We believe, 
also, that Congress should consider other sources such as tax-free 
cooperative organizations. 

Further complicating the business of the small automobile dealer 
are the ceilings imposed upon the wages of our employees by the 
Wage Stabilization Board. On the national level, machinery exists 
whereby merited increases may be given but to my knowledge there is 
no procedure established whereby the small-business man can grant 
an increase in salary to an essential worker regardless of existing 
inequities, maladjustments or the disruption of industry this situation 
causes, Here again the theoretical holds sway in the false assumption 
that it is the national level which is paramount. Gentlemen, the 
“national level” is composed of the cities, towns, villages, and hamlets 
strung across this Nation. 

In summary these are our opinions : 

First. The present ceiling prices of OPS have created an absurd 
situation. We trust that before the permanent order is issued OPS 
will listen to the Advisory Board appointed te represent our industry 
and abide by their recommendations. 

Second. For the stability of the industry the recent cut in discount 
must be restored and any future cut be forestalled. 

Third. To avoid drastic repercussions upon our economy, Regulation 
W must be amended to permit longer credit terms and in every event 
must be revised to enable essential workers to obtain transportation 
needed. 

Finally. No important increase should be made in excise taxes on 
motor vehicles, parts or necessary accessories and by no means should 
any regulation, ruling, order or interpretation be issued which will 
in any way retard normal operations of our industry. To do so will 
react to create a hardship upon the public whom the automotive 
industry serves. 

Mr. Mansrtevp. Thank you very much. Will you remain in your 
seat, please. 

Mr. Curtis, do you have any questions ? 

Mr. Curris. I have no questions, but I would like to make this 
comment, that as we have held these hearings in other cities throughout 
the country we have heard this same general problem. 

Now, I understand that Mr. DiSalle has already appointed a com- 
mittee to represent your industry, which is to meet and go over some 
things. I wonder if we could have some comment from Mr. Me- 
Cormick on that. 

Mr. Leo McCormick. Thank you, Mr. Curtis. 

Mr. Mansrrexp. Mr. McCormick, I think before you answer that 
we ought to identify you to the audience. 

Mr. McCormick is Mr. DiSalle’s personal representative with this 
committee, and he is here to answer questions, such as this point, which 
may come u : 

Go ahead, Mr. McCormick. 

Mr. Leo McCormick. Thank you, Congressman. 
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The retail automobile dealers of America have a representative 
on that committee, and there is a representative from the State of 
Texas on that committee. The first meeting will be held in Wash- 
ington on May 3. We look forward to that with some interest, because 
this problem that you speak of, the discounts, will be the key problem 
discussed at that time. 

Now, I might tell you this: that through the service of your splendid 
organization all over the country, the problem has been made clear 
to us in Washington and in the field, sind that, together with the meet- 
ing of the comittee, seems to me should make us believe that something 
can be worked out. 

Now, the other point is this: Your comments on Procedural Regu- 
lation No. 1, which is the regulation from which stems all adjustments, 
that is merely a pattern regulation. I think by giving it more careful 
consideration you will find that to eliminate the squeeze in any in- 
dustry by the issuance of a specific tailored regulation is the thing to 
do, rather than to try to treat it as an individual case. 

Procedural Regulation No. 1 has been set up, and later we will get 
our specific industry regulations out. 

Mr. McCauutsrer. Mr. McCormick, I would like an explanation, 
if you don’t mind, on Procedural Regulation No. 1. 

Mr. Leo McCormick. Well, suppose we proceed for a while and 
let the meeting go on, and I can talk to you later. 

Mr. Mansrietp. Do you have any further questions? 

Mr. Curtis. No further questions. 

Mr. Mansrrevp. Mr. Dalmas. 

Mr. Datmas. No questions. 

Mr. Mansrrevp. Mr. Riley. 

Mr. Ritey. No questions. 

Mr. MANSFIELD. Four reference to the possible increase of the excise 
tax is a matter which this committee, of course, has no jurisdiction 
over. 

As you understand, it is now in the Ways and Means Committee, 
which is considering tax legislation, and I am quite certain that the 
protests of the automobile dealers, if the automobile dealers in Mon- 
tana are any indication as to how the automobile dealers throughout 
the country feel, are being heard and are being given serious considera- 
tion by the Ways and Means committee at this time. 

Unfortunately, that is the only place where any action can be taken, 
and it is up to your State groups and your national organization to 
keep on working as you have in presenting your case to that com- 
mittee. I say unfortunately, because once a particular bill comes out 
of the Ways and Means Committee, it comes out under a special rule 
which does not allow the offering of amendments. ‘So it is a case of 
voting a bill which is brought, up or down, without any chance of 
changing it on the floor of the House. 

Mr. McCautisrer. It has to be taken care of in the committee ? 

Mr. Mansrrexp. That is right; and they started on Monday to 
mark up the bill, and they expect to have a tax bill out around the first 
of June, so it behooves you and your affiliated groups to get busy and 
keep busy up until the time the tax bill is reported out. 

Now, you mentioned Regulation W, Mr. McCallister, and as I 
understood what you had to say, you suggested that the length of 
time should be extended. 
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Mr. McCauuister. Yes, sir. 

Mr. Mansrtetp. Do you have any specific recommendations as to 
how long the time should be extended ? 

Mr. McCatuisrer. I think that Regulation W should be extended 
to the extent of 18 months on new cars, and as long as 24 months on 
used cars. 

Mr. Mansrre.p. Eighteen months on new and 24 months on used 
cars? 

Mr. McCattisrer. Yes, because you see, we have no difficulty in 
selling new automobiles. Lots of people want to buy a new car. The 
difficulty we have is handling a used car which comes in as a trade-in, 
and the people who are paying from $75 to $120 a month on used auto- 
mobiles cannot very well do that and pay their rent and buy the 
groceries, too. 

Mr. Mansrievp. Well, at least the ordinary working man cannot 
afford to operate on that basis. 

Mr. McCauuisrer. That is right. 

Mr. Mansrrecp. Thank you very much. 

Mr. McCauutsrer. Thank you for the time. 

Mr. Mansrietp. Before we proceed to the next witness, I would 
like to introduce to the audience the representatives of the various 
Government agencies who are here to give us counsel and advice, and 
who are here to help us insofar as they can in the solving of your 
problems. 

First we have Mr. Leo McCormick, who is Assistant to the Ad- 
ministrator, Mr. DiSalle. Will you stand up so they will know who 

ou are? 
r Then we have Mr. James Holloway of the General Services Ad- 
ministration. Is Mr. Holloway here? 

Mr. Evens. No. My name is C.'O. (Dick) Edens, Regional Di- 
rector for General Services Administration, Randolph M. Jackson, 
and Mr. Wallace is our local man. 

Mr. Mansrtecp. How do you do, sir? 

Then we have from the Department of Defense, the office of Small 
Business, Lt. Joan Flickinger. 

( ig ana 

Mr. Mansrtexp. That is Texas courtesy. 

Representing the NPA is Mr. John S. Bartlett. 

Then representing the ECA we have Mr. William T. McCormick. 

Representing the Reconstruction Finance Corporation we have Mr. 
Walter J. O’Donnell, who is manager of the Office of Small Business 
of that organization. 

For the Petroleum Administration for Defense we have Mr. Perry 
A. Peterson, Director of Supply and Transportation. 

Our former colleague, Congressman South, who is now Reegional 
Director of the RFC. 

I may have missed a few, but we will get to them eventually. 

Our next witness is our old friend and former colleague, a gentleman 
from Texas, Hon. Maury Maverick, who now resides in San Antonio. 

Mr. Maverick is a man for whom we have the highest respect, and 
speaking personally I can recall on a number of occasions when 
visited Mr. Maverick while he was Director of the Office of Smaller 
War Plants Corporation during the last war. 
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I know that he has the interest of the small-business man at heart, 
and I know that he has helped many of us solve the problems we had 
during that emergency. 

Mr. Maverick, will you proceed. 


STATEMENT OF HON. MAURY MAVERICK, SAN ANTONIO, TEX. 


Mr. Maverick. Thank you, sir. 

Mr. Chairman, today when. a man makes a statement, unfortunately 
you must say everything at once because we live in the most compli- 
cated and dangerous period of the world’s history. Having been a 
Congressman, you can interrupt and heckle me without notice on any 
subject (except, of course, the strategic importance of Formosa) be- 
cause, like you, I have been heckled before and abused in a manner 
that I can take it. So if any of you gentlemen want to break in with 
any irrelevant remarks, except some about Formosa, go right ahead. 

Let me, therefore, rapidly state certain conclusions in advance of 
this talk: 

Your small business bill should be passed at once to save our free 
enterprise system in the face of powerful totalitarian governments and 
theories which threaten us here and abroad. The small business bill 
should be passed because less is being done for little business than was 
done in World War II, and big businesses are getting bigger and 
monopolies and cartels stronger. 

Now, gentlemen, at this point I want to insert in the record a chart 
of the Smaller War Plants Corporation, because I want to stick to 
the subject of the powers of the Smaller War Plants Corporation, and 
what it ought to have. 

This chart was the chart we finally arrived at and which, in my 

opinion, signified a certain amount of very successful operation. 

Mr. MaNnsrieLp. Without objection, it is so ordered. 

(The chart referred to is as follows :) 
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THREE AUTHORITATIVE AND IMPORTANT DOCUMENTS ABOUT ORGANIZING A 
GOVERN MENT SMALL BUSINESS CORPORATION 


Mr. Maverick. I also want to refer to three very important docu- 
ments upon which I hope I will be allowed to comment before I get 
through. 

One is the tw enty-second and concluding bimonthly report of the 
Smaller War Plants Corporation, covering ‘the period December 1945 
to January 1946, which was made by my successor, Mr. Laurence F. 
Arnold, who had also been a Member of Congress. This contains one 
of the best statements upon monopoly and the concentration of busi- 
ness ever made in America. 

I did not make it myself. I helped a little; it was really done by 
Congress. This report contains information of the utmost importance 
in the preservation of the capitalistic system. I hope you will print 
it or at least a digest of it. 

Second, I presume you have it available, but I think a very important 
document is the report of the Attorney General of the United States, 
Howard McGrath. This very largely concerns the free enterprise 
system and small business. It is dated December 7, 1950, and was 
transmitted to the President. 

The third document that I would like to present is one that was 

otten out by the Comptroller General of the United States, Mr. 
Findsay C. Warren, being House Document No. 549, Eightieth Con- 
gress, second session. In “this you will find what appears to be some 
criticism of the Smaller War Plants C orporation. I believe this slight 
criticism contained is unfounded; all of this report should be con- 
sidered. 

The reason that I refer to these three documents is because I believe 
that summed up in those three documents you will find all of the essen- 
tial data and necessary data for the creation and organization of the 
Smaller War Plants Corporation. In the final report to be adopted 
by Congress, all these documents should be transmitted to whoever is 
going to head this corporation. 

I also want to say that I am not interested in any way with heading 
this corporation, so I am going to be absolutely nonpartisan in my 
remarks, 

FREE ENTERPRISE SYSTEM IN GREAT DANGER 


My idea is that the free enterprise system is in great danger, greater 
danger than ever before. Why? Because if we fin: illy emerge in this 
country with a few monopolies and cartels controlling our economic 
life, we can suddenly be thrown into a totalitarian form of govern- 
ment, because such kind of business will be easier to take over. 

Little business, or our so-called middle class, the backbone of any 
democracy, will have already been eliminated if we don’t act now. 

Probably the most important factor of capitalism in a free enter- 
»rise system is that it must have hundreds of thousancls of businesses, 
saxeie. then the Government cannot take them over. 

With the electric business, for instance, being rapidly dominated 
by General Electric and Westinghouse, there would be no trouble at 
all in the Government taking over with a scratch of the pen. 

Aluminum could be taken over, as well as steel, in an Executive 
order of 10 lines. 
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We know, of course, that the telephone company could be taken 
over in a few minutes, or merged immediately with the post office. 
Urgently, therefore, I state and conclude that much greater aid 
—_ nye small business, and also that the Antitrust Act should 
enforced. 


FREE ENTERPRISE ONCE SAVED BY ROOSEVELT; WHICH OnE? 


Please let me emphasize the very simplicity of what I say is ane 
spectacular. Who, at least once, saved the free enterprise system 
Answer: Roosevelt, of course. 
But, my dear colleagues, do not think I am making a politically 
artisan statement—I refer to a Republican President, the Honorable 
eodore Roosevelt, who constantly spoke of “predatory wealth” and 
who, as a trust buster, kept us competing with each other. 


RFC ; HOOVER, REPUBLICANS 


Who wrote the Antitrust Act? The Republicans. 

Who created the RFC? The Republicans—it was suggested by 
the Honorable Herbert Hoover. 

These statements—now, no cheering—these statements are made to 
indicate that I will not consciously give any partisan testimony. Let 
me make a specific suggestion ; without any doubt, we must adopt leg- 
islation so that the Government will do as we did in World War 
and that is to say, Congress must require that the Department of De- 
fense and all departments of the Government give little business a 
chance and an even break. 

The Department of Defense will be glad to cooperate if they know 
the legislative policy. 


PASTEL MINK COATS AND THE FREE ENTERPRISE SYSTEM 


Talking about corruption in the Government. We should not get 
off base entirely and forget serious problems by talking about pastel 
mink coats and slot machines. Forcing criminals or suspected crim- 
inals to go before television for the edification of our peers and for 
our fellow Romans who can watch these spectacles in our modern elec- 
tronic coliseums are colorful circuses indeed but I am talking funda- 
mental necessities to preserve America. 

Today, as often in history, there is a great moral disorder in this 
Nation which I do not understand. But I do know that pastel mink 
coats and the like are merely symptoms, not causes of the great moral 
disorder. 


RFO DOES TOO LITTLE, NOT TOO MUCH 


As for the RFC and in discussion of corruption, whether mink 
coats are pastel in shade or just common mink brown, or black, is not 
the real question. I say | yw that what is wrong with the RFC 
is they do too little, and that is for all of you, not too much for 
business. If you need help, you cannot get it. They have none of the 
elements of the Smaller War Plants Corporation during World 


War II. 
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The RFC is not helpful. Instead of abolishing the RFC, it should 
be made to help the free-enterprise system, and in any event a Small 
Business Corporation should be created without delay. 

In the paper this morning, in the Wall Street Journal, which, by 
the way, is printed in Dallas, Tex., says that the RFC ought to be 
abolished, and it goes on to say that Mr. Jesse Jones and Mr. Herbert 
Hoover want to abolish it. However, the article shows that Herbert 
Hoover says he wants his recommendations to show that the function 
of lending Government money to small business should be continued 
by some other agency. 

Therefore, we have almost absolute unanimity in a matter of creat- 
ing the Small Business Corporation of all the parties. 


EVERYBODY IN WASHINGTON IS AFRAID OF BEING CALLED A RED-—-AND 
THEREFORE DO NOTHING 


In any event, that should be done without delay. 

One of the troubles with Washington now is that everyone is so 
afraid of being called a name, or afraid of being smeared, that they 
are afraid to do anything of an affirmative nature. From an abso- 
lutely nonpartisan viewpoint, the Small Business Corporation should 
be established—upon this Republicans and Democrats should unite. 

Summarizing in advance, and repeating for emphasis, far less is 
being done now for small business and the free-enterprise system 
than was done in World War II. That concerns the whole picture, 
as well as war contracts and supplies of raw materials. 

To a very large extent, the bad condition now is due to the fact 
that we have gotten on our horses, ground, sea, and air, and are 
marching in every direction toward war. None of us is sure of our 
purposes, domestic or foreign. In the war we argue about persons, 
not principles. This causes us to lose focus on all issues. 


CAPITALISM AND THE COMPETITIVE SYSTEM IS FORGOTTEN IN THIS WAR 


The worst thing is, in this war we are leaving behind the funda- 
mental elements of a capitalistic free-enterprise system. To help 
preserve this system we should establish the Small Business Cor- 
poration so that it can assist small business to secure prime contract 
for it, and to see that business get materials. 

This getting of materials concerns the small firms that are unable 
to either get war or essential civilian orders. It also means all busi- 
ness should be widely distributed. 

Now let me tell you something that is wrong with the war effort in 
Washington. Proper statistics are not being kept by the National 
Production Authority or Defense Production Administration, be- 
cause no idea, psychology, thought, or viewpoint exists to protect 
small business, or at least no such idea is put into eifect. Those in 
charge of the war effort are not bad men, but they literally have no 
idea about protecting small business. 

As for a lot of table and figures, I am practicing law. I have no 
statistical staff, no secretaries, like I had when I was a public official 
or bureaucrat, whatever you care to call me. However, I very well 
know that everything I say can be proved by facts which I will give 
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from now on, that little business is getting beat to death and bigger 
businesses are getting bigger. 

Mind you, all of this is to the detriment of the capitalistic system, 
to free enterprise, and furthermore it is basically harmful to our 
concept of free democratic government. 

Let me make some comparisons of the experiences of World War II 
with what is taking place at the present time as to small plants in 
getting war contracts and raw materials, 


WAR CONTRACTS—THE PATTERN IS. WRONG 


Concerning war contracts: Here is a danger, the wer in which the 
awards are distributed at the beginning of a defense effort invariably 
sets the pattern for everything that is to come later. Once a pattern 
is established it becomes exceedingly difficult to change it. Repeat 
orders are so much easier to distribute than to make new awards. 
Plants become tooled up. Experience in making the war product is 
acquired, and it becomes almost impossible for an “outsider” to get 
consideration. 

At this point, I want to say that during the war we presented cer- 
tain ideas to the late James Forrestal, Secretary of the Navy, who was 
the most helpful of all those in the defense effort. He appointed 
personnel ra. officers to cooperate with the small-business effort. He 
had commanders and lieutenant commanders and the like, none who 
had the pleasant appearance of the present one, this lady Wave lieu- 
tenant over here [indicating |—but they gave immediate cooperation 
to the Smaller War Plants Corporation. Eventualy all of the serv- 
ices did that merely by the statement of the establishment of policies. 
And I want to emphasize the faet that when you establish a pattern 
of handing contracts out to the large corporations it becomes fixed, 
and it is very difficult to get them out of it. 

These are reasons why this legislation ought to be passed immedi- 
ately. The present pattern is wrong; Congress should set it right. 

There lies the real importance of what is happening today and 


what must be done. 
CRITICAL IMPORTANCE OF PRIME CONTRACTS 


The instrument by which the pattern of war production becomes 
established is the prime contract. In a report which I submitted to 
the Seventy-ninth Congress, published as Senate Committee Print No. 
6, Economic Concentration and World War II, the critical impor- 
tance of prime contracts was described as follows: 


Companies obtaining prime contracts secured thereby the instruments of 
economic power. They received money in the form of substantial profits for 
the production of goods, the sale of which was secured. They obtained mate- 
rials and supplies, since, naturally, they were granted priorities and allotments 
for needed materials, parts, components, etc. And, further than this, they were 
granted the power of determining how much of these priorities and allotments 
should be passed down to subcontractors, who and how many the subcon- 
tractors should be, and how much of the allocations each should receive. 

In addition, the receipt of a substantial prime contract generally gave to a 
company the right, if it desired to use it, of expanding its own facilities under 
the extremely favorable amortization and carry-back provisions provided by 


the tax laws. 
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Companies holding large prime contracts experienced little difficulty in ob- 
taining certificate of necessity which allowed them to take advantage of the 
special amortization tax provisions. 


BIG CORPORATIONS——FACILITIES OF SMALL CORPORATIONS SHOULD BE ISSUED 


During this time a great effort was made by the Smaller War Plants 
Corporation to correct the situation. That is the reason I think you 
gentlemen ought to act in a hurry to prevent the concentration of big 
business so that the economic welfare of the Nation will be distributed 
throughout the Nation. 

As things went in World War II—it’s much worse now—a big cor- 
poration would walk in there on account of orders, and would easily get 
certificates of necessity. This meant that large amounts of materials 
were used when the plant capacity was available, in isolated cases, 
like in New Hampshire, Texas, and different places all over the Nation 
that were not known. But in our help to the small-business men 
one of the things we did was to call attention to the plant facilities in 
a manner that they would be used in the war effort. All these powers 
should be included in your bill. 

We found at one time it was going to take 7 years to win the war, 
because of some of the orders that had been given to large corpora- 
tions where they were not able to fulfill them for 7 years. And re- 
member this, that when we go into a war, if we give large contracts 
to certain large corporations they will take their time, or have to take 
their time in fulfilling them. Thus to win a war you must wait on 
big corporations. Therefore, it is necessary to spread those contracts 
around and utilize the plant facilities of small businesses. 


CONCENTRATION INCREDIBLE—30 CORPORATIONS GOT HALF THE BUSINFESS— 
IT’S WORSE NOW 


According to a report of the War Production Board, corporate 
Distribution of price war supply contracts awarded June 1940 to 
September 1944, no less than two-thirds of the value of prime con- 
tracts went to the top 100 corporations and nearly one-half, 49 percent, 
went to the top 30 corporations. 

This concentration is incredible—but I believe that it is surpassed 
by what is going on today. 

I say I “believe” because the mobilization agencies have not seen fit 
to provide satistical information on the distribution of prime contracts 
similar to the information regularly prepared by the War Production 
Board. 


MUNITIONS BOARD FIGURES : SMALL BUSINESS IS GETTING SMALLER 


The Munitions Board, however, does get out reports which break 
down prime contracts of the Army, Navy, and the Air Force between 
small business, defined as firms with fewer than 500 employees, and 
all other businesses. 

Please listen to this; it is very important: According to these re- 
ports, small business has been receiving a small.and smaller share of 
the prime contracts. In the fiscal year 1950, that is, from July 1949 
through June 1950, small business, as thus defined, secured 24.5 percent 
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of the value of all defense prime contracts. But during the subsequent 
7-month period from July 1950 to January 1951, the proportion de- 
clined to 19.5 percent. After that, what? Starting January of this 
year it appears to be dropping to around 16 percent. 


SMALL CONCERNS GET FAR LESS BUSINESS NOW THAN WORLD WAR II 


Mr. Chairman, let us consider what these figures actually mean. 
During the last year of what might be called normal times, that is, 
before the outbreak of World War II, firms with less than 500 em- 
ployees represented in 1939 approximately 99 percent of the total 
number of all manufacturing concerns, and accounted for 52 percent 
of manufacturing employment. 

The foregoing few paragraphs restated, small plants which in 
normal times employed over half of our industrial workers are today 
receiving only 16.6 percent of the value of prime contracts. Obviously, 
this is bad, with middle-size and competitive concerns getting weaker 
and weaker, which creates greater and greater danger to our capitalistic 
system. 

: Gentlemen, every tendency in Washington today is for the diminu- 

tion of contracts to small corporations. And when I say small cor- 
porations, they seem awfully big to me, because I am talking about 
firms with less than 500 employees. Indeed, that is really not small 
to me, because in my home town of San Antonio, where we have a lot 
of real small businesses, any business that has 500 employees seems 
like an awful big business to me. And when you get down to the 
smaller concerns, the small concerns that our congressmen represent 
all over the country everywhere and agricultural districts, why, these 
businesses are getting close to nothing. 


WHY HAS VOLUME OF SMALL BUSINESS DECLINED SHARPLY ? 


Now why has this small business share declined so sharply? The 
answer to some extent is to be found in the same set of figures. As all 
of you know, contracts are awarded on two different bases—advertised 
bids and negotiated bids. 

Under the advertised bid procedure, the contract specifications are 
publicized and small business at least has an opportunity, to bid. 

Under the negotiated procedure, however, the award is handed out 
to one of the chosen few—that is to say, one of a small group of typi- 
cally large firms with which the Defense Department i to do 
business. 

Under the negotiated bids procedure, the great mass of small firms 
are completely shut out. They are unable to submit bids for the sim- 
ple and compelling reason that the contract is never publicized and 
thus they never hear of it. What is ignorance for the small thus be- 
comes bliss for the large. 

It is only proper to say many negotiated bids are necessary because 
of security reasons. Also, the exigencies of the emergency must be 
met, and frequently big jobs must be turned out in a hurry. 

However, the tendency of the Defense agencies to depend on lar 
coporations must be considered by Congress. Policies must be 
adopted to protect the competitive free enterprise system. The estab- 
lishment of a small business unit is one of the important ways to ac- 
compblish this. 
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A SMALL BUSINESS IS ONE WHICH HAS NO LOBBYIST IN WASHINGTON 


I might say, gentlemen, that I was asked one time by a committee, 
“What is a small business?” I was not exactly trying to be funny, 
and I am not trying to be funny now—but a small business is a busi- 
ness which hasn't got a lobbyist in Washington. Oh, look around at 
some of these big businesses—I went out one time during World War 
II. It happened to be a great friend of mine, and I went to the place 
his business had their headquarters. It was out on Massachusetts 
Avenue. I never saw such elaborate entertainment in all my life. 
That was big business, with power. They had no 7-year-old Scotch; 
no, they had 14-year-old Scotch. I got to feeling like the country 
boy. The point is, the big businesses have their many representatives, 
and lobbyists, legal for that matter, but little business has none. 

So, you should get this small business bill adopted to save the back- 
bone of Democracy, capitalism, and the freedom type of living and 
working. 

We denounce a planned economy, so do I. But you cannot have 
competitive economy unless you have somebody representing little 
business and making competition possible. 


PERCENTAGES SHOW COMPETITION FADING AWAY 


I say this because during the last year and a half the proportion of 
contracts awarded under the negotiated-bid procedure has steadily 
risen, while the share awarded through advertised bids has, of course, 
correspondingly declined. During the fiscal year 1950 contracts 
awarded through negotiated bids accounted for 72.7 percent of the 
value of all Defense Department prime contracts. During the subse- 
quent 7-month period—July 1950 to January 1951—the proportion 
rose to 79.1 percent. ’ 

And in the month of January of this year it reached 83.9 percent. 
In other words we have here a perfect inverse relationship. As the 
proportion of prime contracts awarded by negotiated bids rises, the 
share of awards received by small business declines. 


WORLD WAR II WAS BETTER ORGANIZED BY CONGRESS 


Mr. Chairman, I do not believe that at any time during World War 
II the share of prime contracts received by small business reached 
such a low level as 16.6 percent or the share of contracts awarded under 
the negotiated procedure reached such a high level as 83.9 percent. 
My friends, you—the Congress must establish policies. This trend 
must be stopped or else we tumble into monopolies and finally total- 
itarinism. 

What I just said is not politics—that is, Congress must establish 
policies. In the last war the War and Navy Departments were glad 
to cooperate with the Smaller War Plants Corporation. The Defense 
Department is not to blame; they want to get out the work and do not 
think of economic systems. But if you establish policies they will be 
followed. ’ : 

Just briefly, if an Army officer has come big business concern with an 
establishment down in Washington, and he can just reach out and hand 
somebody something, it is a lot easier than taking the trouble to spread 
the business, labor, and prosperity around the countrv 
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SOME FALLACIES ANSWERED 


I would like now to anticipate the three counter-arguments which 
are almost invariably trotted out when facts of this type are presented. 
The first is that the true role for small business in a defense effort is 
subcontracting. Small firms, the smug ones say, should be content in 
the humble position of suppliers of “bits and pieces.” 

About this contention, the conclusions of the SWPC report may be 
of interest: ; ; 


An analysis of the available data on subcontracting, however, indicates, first, 
that it was never carried on as extensively as has been commonly assumed, 
and, second, that most of the value of the subcontracts placed by big prime con- 
tractors went, not to small firms, but rather to other large concerns. 


BIG PLANTS GET 5-YEAR WRITE-OFF WHILE LITTLE PLANTS UNUSED 


In other words, all of this talk about small business getting sub- 
contracts is largely that—just talk. The big firms were not giving out 
as many subcontracts as most people believed. As human nature goes, 
they do not want to share their profit margin. Also they can build 
the additional facilities necessary, get contracts guaranteed for their 
output for 5 years at a profit, plus a 5-year plant write-off as Reynolds 
Aluminum did on their Texas plant. What they, the Bigs, did give out 
generally went to other Bigs. What is wrong with this? They were 
slowing up the war effort, getting bigger, becoming more concentrated. 

In other words, we give a big corporation a 5-year certificate of 
necessity to charge off. Then he gets certain business guaranteed to 
him at his own price. This means in the end that the j sree tax- 
payers during this war, if this policy of giving out certificates of 
necessity is continued, the result will be that the taxpayers will give 
away many billions of dollars during this war. The substitute for 
that is to use present plant capacities of small concerns and small 


plants. 
IS SUBCONTRACTING GOOD FOR SMALL BUSINESS? PROBABLY NOT 


I am not sure that subcontracting is a good thing for small business 
in the preservation of the free-enterprise system. 

I question the desirability of making small firms into satellites 
revolving around and depending upon huge corporate bodies. In 
our report we stated: 

Yet success in obtaining subcontracts also has its disadvantages. By becom- 
ing subcontractors, many small firms lost their status as independent enterprises. 

For example, since their market was the prime contractor, they had little 
need for sales forces. Similarly, since they usually obtained their materials 
and supplies from the prime contractor, they frequently were able to get along 
without their purchasing staff. Yet, sales and purchasing forces are generally 


requisites to survival in a competitive economy. 
It remains to be seen whether or not small! firms which disbanded these vital 
forces during the war can quickly rebuild them and thus regain their inde- 


pendent status. 

When a man in a small business is subservient to a large corpora- 
tion, he loses his sales staff, his purchasing staff, and he doesn’t even 
know how to get materials. He loses all of those abilities. So his 
business goes to pieces. If he is a middle-aged man and owns it, and 
it is sort of a weak concern, he will sell out to big business before it is 
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over. Then big business will have the benefit of that concentration, 
and also the five-year experience of tax loss and the gaining of mate- 
rials which will be transmitted to the larger corporations, more 
concentration. 


SMALL PLANTS CAN TAKE PRIME CONTRACTS 


The second counter-argument made by the defenders of the status 
quo and “bigs” getting bigger is that small plants, by their very nature, 
are unable to take prime contracts. 

A complete and absolute refutation of the foregoing type of argu- 
ment is provided by the actual experience of the Smaller War Plants 
Corporation. 

Between October 1942, when the program was initiated, and No- 
vember 1945, when it was terminated, nearly 60,000 prime contracts, 
with a value of nearly $6 billion, were awarded to small plants with 
the assistance of the Smaller War Plants Corporation. On the basis 
of my own experience, I can state that many of these prime con- 
tracts were for complicated, difficult items, often in big amounts, and 
that the performance of small plants was generally excellent. 

I believe aside from what I say there that we can specifically 
point to $6 billion in contracts, we can point indirectly, and I think 
this is a minimum statement, that we probably got 20 odd billion dol- 
lars in business either by indirect methods or by propaganda or by 
constantly griping and bellyaching about it in the war effort; which, 
to a large extent, was beneficial to the competitive free enterprise sys- 
tem, and that is the reason why it is essential that you gentlemen get 
busy and pass this thing now. 


SMALL BUSINESS—EVERY LITTLE FACILITY IS ESSENTIAL TO FULL 
PRODUCTION 


The third counter-argument is that the very nature of military pro- 
curement is such as to require negotiated bids, thus unfortunately 
excluding small business. It is contended that the negotiated bid 
procedure is the only feasible method of granting awards in the case 
of highly complicated products requiring extensive technical or devel- 
opment work. 

Even granting this argument, the Defense Department should not 
use the negotiated bid procedure for items which are not highly com- 
plicated and which do not involve extensive technical or develop- 
ment work. One can understand, perhaps, why in fiscal year 1950 
99 percent of the value of prime contracts for aircraft engines, 98 

vercent for airplanes, and 96 percent for ships were granted on the 

beals of negotiated bids. But it is difficult to understand why 76 per- 
cent of the value of prime contracts for food, 31 percent for chemi- 
cals and paints, 22 percent for plumbing and heating equipment, and 
26.3 percent for office supplies and equipment were awarded under 
the negotiated procedure. Foods, chemicals and paints, plumbing and 
heating equipment, office supplies and equipment—these are all rela- 
tively simple items which involve little or no research and develop- 
ment work. Yet the Defense Department has seen fit to use the same 
procurement procedure for these simple, standardized items as it 
used for the most complicated products. 
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JAPAN HELD OUT AGAINST GREAT ODDS BY USING SMALL PLANTS 


Now, gentlemen, I went to Japan just after VJ-day. I have a 
sentimental feeling for this thing I am talking about—I mean small 
business. I went to Japan, and I went to China, and I went to Europe 
twice, and I carried this briefcase, and I want it to be exhibit A, it 
says, “Maury Maverick, Chairman of the Smaller War Plants Cor- 
poration.” 

I have a feeling in my heart that every person gets to be a fanatic 
on one subject or other sooner or later. KO fanaticism does not take 
any malicious type, however, so you need not be mad at me; it is for 
the cause of democracy. 

I have a more or less fanatical devotion to this cause, to the develop- 
ment of small business in the capitalistic system, in eastern Asia, 
and throughout the world, of the working out of a small-business 
corporation in the matter of exports, which the British had sense 
enough to create, for the financing of exports; I feel positive small 
business would do much to maintain this country against the evils 
of totalitarian governments and cartels, communism and fascism, I 
have that feeling, because many little, independent people go to make 
a strong free nation. 

But anyhow, I want to tell about what happened when I went to 
Japan. 

‘I went to Japan just after V-J-day. Tokyo and Yokohama were in 
ruins. Everywhere in the ashes and burnt cities I saw hundreds, even 
thousands of small smokestacks. 

What, I asked, are they for? 

It was that the Japanese had utilized every little business, and out 
of a steel, iron and other productions very small compared to ours, 
they were able to maximize industrial production in an almost mirac- 
ulous manner. 

Certainly we should use every part of our free economy to survive 
as & free Nation. 

I don’t offer the Japanese as any pattern, but I think what they did 
is something that we should study. 

The big corporations out there and the Japanese Government did 
more in the developing of small business than any nation in the 
world. If you went through Tokyo you could see hundreds of little 
smokestacks because ne! were doing the smaller work and Japan was 
doing the greatest job that has ever been done in world history with 
a small amount of resources for waging war, the smallest comparative 
amount that the world has ever known, and they did it by the utiliza- 
Pe of every little enterprise that was possible by the use of all plant 

acilities. 


ANOTHER SUMMARY: ANSWER TO THE THREE COUNTER-ARGUMENTS 


Mr. Chairman, in answer to these three counter-arguments, I would 
say in summary that: 
(1) Subcontracts are not enough, and possibly not desirable for 


small business. ‘ 
(2) Small firms in World War II completely demonstrated their 
ability to take on prime contracts and perform them satisfactorily. 
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(3) The exclusion of small business through the negotiated bid 
procedure is taking place in industrial fields where there is no logical 
excuse or justification for its use. 


RAW MATERIALS : WHAT IS NOT BEING DONE NOW; DANGER SIGNALS 


Turning now to the subject of raw materials, it should be obvious 
that the present situation cannot be compared with the conditions pre- 
vailing during the height of World War IT. We can only compare it 
with that part of World War IT in which there was a residue of ma- 
terials left over after the war and essential civilian needs had been 
taken care of. 

Such a condition existed in 1944, the peak of the war effort having 
come in the last quarter of 1943. 

Now, gentlemen, I want to briefly explain, but I would like for all 
this to be in the record, what the authorization plan was. 

When the war was over there was a considerable amount of material 
in a lot of places, and there were a lot of little businesses going broke. 
We went out and got materials for them. I advocate that that be 
done, and I would like that to be in the talk. 

Well, I will go on with this. 

Therefore, I would like to compare what is not being done now with 
what was done in 1944 to obtain for small business a reasonable share 
of the residual material supply, that is, what is left over. 

In the spring of 1944, it became apparent that military schedules 
had turned downward. Also, that raw materials would soon be avail- 
able for the resumption of civilian production. In April I proposed 
the establishment of a reserve of raw materials to be set aside for the 
use of small business in resuming civilian production. The materials 
would be granted to those small plants which could show that they 
were unable to obtain materials from any other source and whose re- 
sumption of civilian production would not interfere with war pro- 
duction. 

When this plan was first presented, it was turned down on the 
grounds that steel would not be available and that the tight labor 
situation made it “unwise.” We kept advocating its adoption, how- 
ever. We received the complete support of Donald Nelson, then chair- 
man of the War Production Board. After a great deal of pulling and 
hauling, the program which had become known as the Spot Author- 
ization Plan was put into effect through the issuance of Priorities 


Regulation 25. 


AND SO LITTLE BUSINESS GOT SOME RAW MATERIALS NOT NEEDED IN WAR 


This was essentially a “bottom up” type of approach. Those small 
firms which had completed their war contracts and were unable to ob- 
tain other war or essential civilian orders were permitted to come 
into the War Production Board field offices and request a share of the 
raw materials which had been set aside for their use. They had to 
demonstrate that they were unable to obtain materials from regular 
sources. The regulation itself specifically provided that in no case 
would materials be authorized “if production will in any way interfere 
with either war production or the production of essential civilian 
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articles” or “if the applicant’s proposed use of labor would interfere 
with local and inter-regional recruitment of labor.” 

The Spot Authorization Plan was eventually terminated as a re- 
sult of violent opposition on the part of certain big business interests, 
but the plan was in existence for a period of several months. During 
this period it undoubtedly saved the lives of several thousand small 
plants and this proved the value of the plan. I believe that our efforts 
in helping to bring about the adoption of the Spot Authorization Plan 
constituted one of the most important accomplishments of the Smaller 
War Plants Corporation—this is an example of Congress enacting en- 
abling legislation for the protection of small business and the free 
enterprise system. 

Mr. Chairman, why is not such a plan in operation today? We are 
told that military and essential civilian programs are going to take an 
increasing share, though by no means all, of the raw material sup- 
plies. There will be a sizable, though decreasing, residual left over. 
Why shouldn’t some of the residual supplies be set aside for the exclu- 
sive use of small business ? 

Certainly we should have a way of knowing, and we cannot know 
if we have no organization to find out. 

I am opposed to a planned economy. I am opposed to any socialistic 
interference in the business world. 


CONGRESS MUST MAKE POLICIES 


But—and here I make a statement which is simple, but often 
misunderstood. It is this: Congress must plan, or make policies to pre- 
serve competition and the free enterprise system. If no policies are 
made, the Bigs take over just as lions and wolves take over against the 
goats, rabbits and little animals, unless prevented from doing so. 

This great country must have big business—big business is necessary. 
But in a like manner, all business—not just the lions but the goats 
(little business) should have the chance to eat like the lions instead 
of being eaten by the lions. 


THE LIONS OF BUSINESS SAY THE GOATS NEED NO PROTECTION 


I am sure that answers as to why we must not protect small busi- 
ness will not be long in forthcoming. But I believe that, as in the 
sase of procurements matter, I can anticipate the nature of the counter- 
argument. I imagine it will be contended that the adoption of any 
such program would interfere with the defense effort. How many 
crimes against small business have been committed in the name of 
“preventing interference with the defense effort?” To this spurious 
argument there is a complete and irrefutable answer. A thorough 
and impartial analysis of the operations of the Spot Authorization 
Plan was made by the Controller Division of the War Production 
Board, dated March 12, 1945. No stronger argument for the adoption 
of some such program at this time could possibly be advanced than 
the findings of that analysis, which I would now like to read: 

1. The Spot Authorization Plan has been an effective device for authorizing 
unprogramed civilian production under conditions of noninterference with war 
production. The record is the strongest recommendation for retaining it as the 
principal interim device for authorizing fringe and war supporting civilian 
production, and for improving and streamlining the spot machinery. 
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2. Many uses of the Spot Authorization Plan was war-supporting in character, 
A number of establishments are using spot-authorized production primarily to 
hold their labor forces together during down-time or stand-by-time, whenever 
interruption of military production is unavoidable. 

3. Production authorized under spot did not draw labor from war production, 
and denial of authorized spot applications would not have released significant 
numbers of additional employees needed for war production. 

Before I proceed, gentlemen, I want to say why this is necessary 
to be in your bill, House Resolution 1600, that is the Spot Authoriza- 
tion Plan. 

When you have a large organization, whether you call it the War 
Production Board, or some other name, you usually have at the head 
of those organizations big-business men, who do not necessarily have 
any sympathy for small-business men. 

Therefore, I believe that you should have this spot authorization 
plan included in your legislation in order to give the small business 
corporation mandatory powers of getting materials. Why? Because 
if the small-business man is dependent upon the goodwill of the 
groups that are in control, that is, the big-business men, then he hasn’t 


got much chance of getting anywhere. 


TECHNICAL ADVISORY SERVICE IS ESSENTIAL TO THIS LEGISLATION 


The second thing, in reading this bill, I am going to mention about 
TAS now, which is the Technical Advisory Services. 

We say that you should specifically provide for a technical advisory 
service in your bill. Is that provided? I don’t think it is. 

Mr. Damas. No, it is not. 

Mr. Maverick. Well, you should provide a technical advisory serv- 
ice in this bill. 

Well, gentlemen, I have a very prominent feeling with all these tele- 
vision lights on me. Imagine it. I feel almost as prominent as Cos- 
tello did; this is almost like a crime investigation. Thank you. 

At any rate, I am sure you should provide a technical advisory 
service, and I am going to explain that very briefly. I have not said 
much about it. 


OAKLAWN CEMETERY-—-THE BIGGEST, AND THE DEPARTMENT 
OF COMMERCE 


During the war we had 43,000 patents available through the Alien 
Property Custodian at the Smaller War Plants Corporation. We 
had thousands of nonsecret formulas available. All this was good 
technical information which was, | repeat, nonsecret in nature, but 
absolutely essential to a civilized economy, and the war potential. 

It was a great success, and I strongly urge the Technical Advisory 
Service be an essential part of your set-up. The bones of the Smaller 
War Plants Corporation were transferred to the Department of Com- 
merce—and since have not even been seen in a glass case, much less 
rattled—what a dull and dead place—deliver me. 

The Department of Commerce reminds me of the biggest cemetery 
in the world, the Oaklawn in Los Angeles. However, this is only 
because of size, for the Oaklawn is at least beautiful: you can hear 
soft music; and there is a replica of Stratford-on-Avon where Shakes- 
peare was baptized, and some say, married. 
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Mr. Chairman, I urge over and over establishing a Technical Ad- 
visory Service—take the bones away from the Department of Ceme- 
teries—and put them, relifed, in a new, living organization, which 
all Senators and Congressmen, and the people can understand. Let 
the Department of Commerce continue the census. 


SOME NECESSARY REPETITION 


Summarizing again, and repeating, far less is being done now for 
small business than was done in World War II with respect to both 
war contracts, supplies of raw materials, and in every particular. 

I attribute this difference principally to the absence of anything 
even similar to the Smaller War Plants Corporation. If such were 
established, it should undoubtedly be able to secure for small firms 
thousands of prime contracts which they would not otherwise ob- 
tain. 

At least the voice of free enterprise could be heard. 

Similarly, if it were established, with the added powers of a spot 
authorization plan, it should be able to secure for small firms that 
are unable to obtain either war or essential civilian orders a fair 
share of the materials left over after essential requirements are 
met. 


SMALL BUSINESS WILL GET ATTENTION IF THE BILL PASSES— 
NOT OTHERWISE 


Mr. Chairman and gentlemen, I believe that the enactment of a 
new Smaller War Plants Corporation Act would contribute power- 
fully to the solution of the two most important problems now fac- 
ing small plants—the problem of how to get war contracts and 
the problem of how to get materials. Also, generally, small busi- 
ness would get attention and its existence recognized. 

Now, gentlemen, I wish to thank the committee for the opportunity 
which you have afforded me to present my remarks, and in closing 
I would like to have reference to these three documents that I men- 
tioned before. 

As I said, I do not ask for any special favors on account of having 
been Chairman of the Smaller War Plants Corporation. But I ought 
to know something about it, having worked with it for several years; 
if I can help, I want to do so. 

I know the names of a considerable number of individuals who are 
well informed on this matter and can give assistance. 

I am talking about economists and businessmen and really intel- 
ligent and patriotic men, and well informed men. In reporting this 
legislation, I hope that you will print some type of organizational 
information all in one place along with the report of the Attorney 
General; and our twenty-second annual report, which is completely 
out of print—I had to send up and get a photostat of the thing. These 
documents are very important, and you gentlemen have got charge of 
the procedure, and I would like to either explain these, which will 
take about 5 minutes, or I will answer questions now and explain them 
afterward, or do whatever you say. What is the will of the chair- 
man ¢ 
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Mr. Mansrrevp. Mr. Maverick, we have been very much impressed 
by your testimony, and the impartiality you have shown. 

I would like at this time to give the committee and counsel a chance 
to ask you a few questions, with your permission. 

Mr. Mavericx. Yes, sir. 

Mr. Mansrrevp. Mr. Curtis. 

Mr. Curtis, I have no questions to ask Mr. Maverick, but I do want 
to state, though, that in my opinion this is a splendid presentation, 
and with your experience it means that much more to me personally. 

I have come to almost all of the same conclusions that you have set 
out here as the result of the hearings that we have been holding 
throughout the country, and I feel certain that the Small Business 
Committee is doing everything in its power to get this Smaller War 
Plants Act through the committee and have hearings on it and get 
it enacted. 

Now, all I can say is that I feel as strongly as you do on the subject, 
and I am just happy that you have given the added reasons and the 
added information that I did not have due to my lack of experience, 
and we now have your great experience available to us, and your 
cogent arguments also available to us, and they will be extremely 
helpful. 

No, I have no questions, because I agree so thoroughly with this, 

Mr- Mansrietp. Mr. Dalmas, do you have any questions ¢ 

Mr. Damas. I do not have any either, Mr. Chairman. The two 
points Mr, Maverick made, one about technical advisory as being part 
of this bill, I think is a very good suggestion, and there was one other. 

Mr. Maverick. Spot authorization plan, so that you could have the 
mandatory power to get the materials, because I want to tell you now, 
you hear a lot about heroes in uniform, and I am an old bureaucrat 
just fading away now, and I was a hero; an heroic bureaucrat. 

I want you to put that down in the record. 

I am telling you that it was blood-thirsty fighting for that stuff, 
because we would have materials available, and they had said, “You 
can’t have that.” They said, “That is going to ruin essential civilian 
production, or the war effort,” or something like that. That is, let 
the little-business man starve to death. 

Now, you have to have certain mandatory powers which can be 
exercised. It may not be that they should be exercised without refer- 
ence to the President, or Executive power, but you should have some 

ower in this bill, a provision that materials can be granted small 
stebtts unless it is vetoed by the President, or it should be done upon 
the advice of the President, or it should be just done, because a man 
would not dare to allocate materiais unless he was right, no man would 
interfere with the defense effort. 

Mr. Darmas. Mr. Maverick, I would like also to inform you about 
some statements that have emanated from the various departments 
since the committee started its tour in the middle of March holding 
these Nation-wide hearings. 

On April 5 we had a policy statement from the National Production 
Authority in which the Administrator directed that more affirmative 
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aid be given small business in the matter of materials and other 
assistance. 

On April 5 we had a new procurement policy announced by the De- 
partment of Defense, stating that they intended to appoint small-busi- 
ness specialists to be at each procurement office, and so on, in order to 
assist small business. 

On April 23 we had a policy statement with certain recommenda- 
tions from the Defense Production Administration. 

In each of these policy statements, sir, there are incorporated a num- 
ber of the provisions in H. R. 1600, which bears out your statement 
that these agencies agree with this bill, although I may say at the 
present time they have not agreed with the purposes of the bill publicly. 

I would like to ask this question: Do you believe that policy state- 
ments from these various agencies would have the same effect as H. R. 
1600 enacted into law? 

Mr. Maverick. I want to say that the policy statements that you 
have received will have practically no effect, and it is just like an 
alcoholic promising that he ain’t going to get drunk no more, and he 
goes out and gets drunk the next as and they ain’t about to actually 
carry this thing out. 

They have good intentions, and I don’t want to say anything unkind, 
but you take Gen. Bill Harrison. He is one of the nicest men I ever 
knew in my life. He is a real gentleman. He is the man who re- 
signed from the Government the other day who is vice president of 
the International Telephone & Telegraph Co. 

Take Charlie Wilson, a good man, all those men, they are just 
human beings. They are going to forget all about small business 
because they don’t run with that element. No, they don’t run with 
any small element. With the best of intentions, they are not likely 
to do anything for small business under a mere expression of opinion. 
There must be a law. : oY ct 1 

We have this representative of the Navy sitting over here. The in- 
tentions of the Navy are good. When I was chairman of the Small 
War Plants Corporation, the Navy turned those people over to me. I 
could issue orders to commanders in the Navy and say, “Now, you 
do so and so,” and if I said to this commander in the Navy to do so 
and so and he did not do it, if I wanted him removed and went to 
Forrestal he would remove him. I would say, “I want you gentlemen 
to fight for small business.” 7 : : 

But if you have Army officers, or Navy officers working entirely for 
the Army and Navy, they will do what the high officers tell them, and 
will forget small business. 

So I don’t think those expressions of policy are anything other than 
just nice talk, that is all they are. f He 

Mr. Datmas. One or two other questions. We have a provision in 
this bill that provides for a complete inventory of all small business, 
particularly their manufacturing facilities in the country. Do you 
think that that is a good provision ? . 

Mr. Maverick. That is absolutely essential. In this last report we 
have here, the Smaller War Plants Corporation gives all the neces- 
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sary data for proving it is essential. You cannot carry on a free 
economy in modern life, and you cannot carry on war or good econ- 
omy unless you do have that inventory. 

It is just like down in my own town. There they had not had an 
inventory of city property for 25 years. As a mayor, I found acres 
of land, many lots and much property that we ‘did not know we 
owned. It is the same thing with the Nation. You have got to 
have the inventory. It is absolutely essential. 

The big corporations don’t want you to have that, because they 
ean find such property, just like the real estate man. When I was 
mayor of San Antonio, he would walk in and say, “You have 5 acres 
that ain’t worth nothing, and I want to pay you a thousand dollars for 
it and take it off your hands.” This would be when property was 
worth five times as much. 

Mr. Damas. In other words, if there are existing facilities, and 
the present law would provide in substance for new facilities to be 
built, or rather, that no new facilities should be built, or no new 
machinery should be supplied if there are facilities already available, 
that is not being followed very closely. 

There is another provision a = 54 different from the Smaller War 
Plants, and that is the power of a corporation to examine subcon- 
tracts to see that the prices, terms, and other conditions of those 
subcontracts are fair and equitable to the subcontractor. Do you 
agree with that provision / 

Mr. Maverick. I think that is absolutely essential, and during the 
war we developed techniques that were very beneficial, just like—I 
am not going to say which corporation—but we found out that a 

certain corporation was going to take 7 years to win the war because 
they had so much work. We forced them to take subcontracts of 
otherwise, unused facilities, and the result of it was that thousands of 
subcontractors got work. 

So I think that should go in there. 

Mr. Datmas. There is also a provision in there, Mr. Maverick, 
which would have the effect of providing a price differential under 
certain circumstances for small manufacturing concerns. What do 
you think of a price differential 

Mr. Maverick. I believe that would be necessary. That is a very 
complicated thing to say, because I am in favor of the Antitrust Act, 
too. But when you have a large number of concerns, it is difficult to 
ascertain how they reached the price basis, and you get back into the 
bidding procedure, and some small business comes in there and bids 
two pennies more for some small item. Then this big corporation is 
in a position to throw in a smaller bid in order to get the small busi- 
ness out of the way, so they can't bid any more, just like Standard 
Oil ran hundreds of businesses bankrupt. 

Mr. Datmas. It has come out recently that some of the low bids we 
have had on certain defense work have been backlog bids. In other 
words, they were willing to take a contract and break even, or take 
it at a loss, in order to keep the plant running. Of course, that shuts 
out the small operator who is trying to get a-contract and make a 
profit and keep himself going. 
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ONE ATOMIC BOMB CAN BLOW ONE BIG INDUSTRIAL CITY AWAY 


Mr. Maverick. Well now, with reference to that, and the thing 
you said a minute ago that I was not quick enough to answer—the rea- 
sons that you should have small businesses developed throughout the 
country are both for the successful waging of a free economy, and for 
the successful waging of a war, if you have one, because if you don’t 
have this inventory the result is going to be that the building up will 
be in the heavy industrial districts like Detroit. 

Detroit can build up and keep building up, and one atomic bomb, 
I imagine—I don’t know anything about atoms—but I imagine that 
one or two atomic bombs coming over the North Pole could wipe it out. 

But if these are plants in every little town in America, then atomic 
bombs will be less effective. 

I think that we should have a dispersion of industry, and I am for 
the use of all existing plant capacity. 

Mr. Datmas. The committee has stated in its final report that one 
of the things that they are concerned about is if we are in a long and 
continued emergency, then they will be concerned about the com- 
munity life in America. In other words, if you close down the small 
factories in the medium- and average-sized towns and small towns, and 
your people drift away to the concentrated areas, and leave their homes 
and are living in tents or trailers or what have you around those con- 
centrated areas, you not only destroy the economic life of that com- 
munity, but you destroy the religious, the civic, and the very life of 
the community. 

And if we are in a situation where we are going to be in a state of 
emergency for 10 or 15 years, one of the things we have to fight for is 
homes and the communities of these United States. 

Do you agree with that, sir? 

Mr. Maverick. I fully agree with that; yes, sir. I have more be- 
sides the ordinary feeling. I have an emotional feeling based on sound 
sense for the preservation of our American institutions. 

Mr. Mansrrevp. Mr. Maverick, you state in your talk that negotiated 
contracts have reached the high level of 83.9 percent. 

Mr. Dalmas tells me it has gone up to about 95 percent, which 
bears out your argument, that insofar as the present Defense Pro- 
duction Act and its administration is concerned, that you were right, 
and that the trend is overwhelmingly toward giving business, and 
at the same time toward giving special favors to large organiza- 
tions and the like, to these big business groups. 

We all have the highest respect for men like Charles Wilson and 
General Harrison, but we recognize the fact also that something must 
be done to break down this creation of additional monopolies, and 
this liquidation of additional small businesses, and to that end the 
House and the Senate Committees on Small Business have unan- 
imously introduced bills to create the Smaller Defense Plants Cor- 

ration, a bill which is based in large part upon the Smaller War 
*lants Corporation Act, and the Smaller War Plants Corporation 
which you so ably and effectively administered during the last war. 

I wanted to bring that point out to indicate that so far as this 
committee is concerned, wail ts far as both the House and the Senate 
committees are concerned, Democrats and Republicans alike, we recog- 
nize the difficulties confronting small business, and to that end they 
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have unanimously introduced this bill individually on the part of 

ach member, and we have been trying our best to get hearings in the 
House Banking and Currency Committee to get this out now, as you 
have indicated in your remarks. 

Now, Mr. Maverick, if you have any further comments to make, will 
you make them now ¢ 
” Mr. Mavertcx. Mr. Chairman, I realize that I am taking a lot 
of your time, but I believe I am submitting what is the basic method 
of organization of a small-business corporation. What I am now 
going to refer to—and I hope that you will consider either putting 
it in the record or putting a ste part of it in the record, and having 
a central index of this testimony, and that is to say the organization 
of this Small Defense Plants Corporation, or whatever you are going 
to call it, into maybe one book, and maybe run all of this together ’ 
I don’t know. 

Of course, we have got some material here that is fairly tiresome, 
but on the whole it might be worth while having all these in one large 
report. 

But I am going to read briefly from the last report we made, the 
twenty-second and concluding report. 

Mr. Mansrrep. Mr. Maverick, before you read that, I want to let 
you know that the committee will give your suggestion, with respect 
to the publication of that, every possible consideration, 

(The report referred to is included in the appendix, see p. 2817.) 

Mr. Maverick. Thank you very much. 

I want to say this to you gentlemen, having been a Member of 
the Congress, and I want to say this to Mr. Curtis, particularly, it 
may be a little facetious, but I am a little serious when I say this: 

I got along simultaneously with Senator Wherry and Senator Mc- 
Kellar, and I got along simultaneously with Senators Taft and Bob 
Wagner. I also got along with Mr. Cox, of Georgia, and I am not 
a particularly polite fellow—although I have learned to be a little 
bit more polite—anyhow, anybody who can get along with all those 
fellows must have been engaged in an occupation which was all right. 

In running the Smaller War Plants Corporation, I never had any 
trouble with anybody. And I want to say one thing in reference to 
Congressmen, I don’t want to get on politics—but I got all kinds of 
letters, such as I want you to consider my sterling patriotic friend 
of such and such a State practically insisting I make a loan. 

I would write back a letter that would make a Congressman weep, 
because I was trying to help him, but I would not make the loan unless 
it was good. And no C ongressman ever tried to get me to make a 
loan that was bad; I did not consider their letters as improper. 

Now, in reference to the report here, on page 13, under the heading 
of “Policy with banks,” it states: 

The Corporation never made a loan unless the applicant had exhausted the 
private sources in his own locality. 


We never had any trouble with banks, either. 

The smail community banks, these little banks, you know, that only 
had $50,000 to a million or so many dollars capital, especially little 
tiny banks, they never gave us any trouble at all and we never gave 
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them trouble. They were for us right to the last. Nearly two-thirds 
of the loans were for amounts of less than $25,000. 

The rate of low losses was one of the things that was astonishing, 
and that is that the losses on loans were 0.7 of 1 percent. If you con- 
sider the amount of interest that we got, we had no losses at all. 

Chapter 4, page 21, is devoted to the Technical Advisory Service, 
which I previously mentioned in my testimony. I believe that the 
development of this Technical Advisory Service is something that 
everybody is for, because the information which you have is non- 
confidential. ? 

In this report we give numerous examples of where in garment 
plants a needle will break. It was a simple thing, we sent the infor- 
mation of procedure to them, and they got back into production. We 
had all the Alien Custodian’s patents; we had hundreds of thousands 
of formulas; all this helped small business. 

Then of course when this went over to the Department of Ceme- 
teries [laughter], why, it was abolished. I sometimes wonder what 
the Department of Commerce is for. Everybody wants to abolish 
the RFC. I would rather abolish the Department of Commerce. 

The next thing is we gave a considerable amount of help to the 
veterans. We planned ahead and we benefited them. It may be that 
this bill should have something about veterans, because it looks like 
we are now in a permanent crisis of war. Maybe we had better get 
ready to help the veterans all the time. 

On page 28, we helped with contract terminations That was ex- 
tremely valuable, because the small-business men did not have any- 
body to help them. They could not afford to pay a lawyer $2,500 and 
expenses to go to Washington. 

We also began to establish business services. What that amounted 

to Lam not sure. I think, however, it was very helpful in a general 
way. 
The next thing I want to report is the audit of the Smaller War 
Plants Corporation. That is House Document No. 549, Eightieth 
Congress, second session. It is a letter from the Comptroller Gen- 
eral of the United States transmitting a report on the audit of the 
Smaller War Plants Corporation for the fiscal year ended June 30, 
1945, and for the period from July 1, 1945, to January 27, 1946. 

I want to give this critical comment here. That is, that no man 
should go ahead and get himself in trouble, and then reply to it— 
but I want to read a couple of criticisms and then give my reply, 
because I think you ought to consider these things in the creation 
of a corporation. 

It says: 

For the period of our examination, July 1, 1944, to January 27, 1946, the Cor- 
poration’s operations resulted in a capital impairment (deficit) of $21,050,236— 
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And I want to reply to that by saying the audit considered our 
organization a capitalized business. But we were helping business 
and small business; the Navy charged up these commanders and 
lieutenant commanders to us; we had business aides, and technical 
aides. Then the audit showed the lending operations of the Small 
Business Corporation and said that we suffered a “capital impair- 
ment. 

I don’t consider this as true. Why? 

You don’t say that the Department of Commerce or the Depart- 
ment of Labor suffered “capital impairments” because they have no 
capital. 

The Labor Department might go out and spend a certain number of 
millions of dollars on labor disputes. 

The Department of Commerce might spend millions of dollars on 
their accumulation of certain statistical data. 

And the Department of the Interior might feed the Indian Navajos. 

That is no capital deficit. 

Now, the next thing I want to refer to is the report of the Office 
of the Attorney General of the United States. I am not going to 
read it verbatim. It said however, that the purpose of the present 
legislation should be to— 
preserve the free-enterprise system with due regard to the special problems of 
small business, and disruption of industrial operations. 

That is what I have been talking about, disruption of industrial 
operations, which will be disrupted if we leave it all to big business. 

Another conclusion said: 

It is of crucial importance that the administration of a mobilization program 
should be consistent with the long-run policies of the American people to maintain 
a vigorously competitive and progressive economy. 

Then it goes on further and says: 

If small business is injured or concentration increased, it may not always be 
the result of a single influence acting alone, but may be the cumulative impacts 
of all influences. 


Then: 


The Congress also expressed concern with regard to the position of small 
business in the mobilization effort. In this connection it specifically provided in 
section 701 (a) that, “it is the sense of the Congress that small-business enter- 
prises be encouraged to make the greatest possible contribution toward achieving 
the objectives of this act.” 


Then a little further down it says: 


Provision is also made for fair representation of independent enterprises on 
business advisory committees, for such exemptions from the Act for small busi- 
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hess aS may be feasible, and for the initiation of procedures for the expeditious 
handling of all requests, applications, or appeals from independent businessmen. 


This is not being done, not at all. 

Counsel asked me a little while ago whether I thought those expres- 
sions of policy were being carried out. They are not being carried 
out, because I think I would know about it. 

This report of the Attorney General continues on Government pro- 
curement and it says: 

(1) Contracts should be let wherever possible on the basis of “competitive” 
bids with “negotiated” bids being held to an absolute minimum. 

Now, what has happened? The Attorney General says that, and 
negotiated bids, as I said, ran to around 85 percent, and now I under- 
stand that it is 95 percent, so that gives you an idea of what the policy 
of the Government is. That is the reason it is necessary to enact this 
bill. 

Then it goes on further and says: 

(2) Notification of contracts to be let should be promptly issued and dis- 
tributed as widely as possible to all businesses—large and small. 

Now, that is no discrimination against large business, that is just 
letting everybody have information. If you have the small business 
corporation, and you have people in the defense agencies checking 
on such problems ; there is responsibility. 

Then it goes on further and says: 

(3) Contracts should be broken down wherever possible into small lots. 

Then further on in this Attorney General's report it says : 


It has been the Government’s policy to make available to independent enter- 
prise, wherever possible, private industrial science during mobilization periods. 

Now, I want to say something more about this Technical Advisory 
Service. There is absolutely nothing in that service that smacks of 
the remotest type of socialism. For instance, a chicken gets the pip. 
Then a farmer writes to the Department of Agriculture and gets 
himself three circulars on how to cure pip in the chickens, and he gets 
it right away. 

Then the Department of Agriculture tells you to call on your 
agricultural agent in the county of Tuscaloosa, or wherever it is. 
Then the county agent will go out to the farm and help the man who 
has the chicken with the pip. 

Then you will also get a letter stating, “Please take a part of the 
sputum of the chicken,” if the chickens have sputum, “and send it to 
the agricultural college, and they will see what is the matter with that 
poor chicken, and we are going to get him well for you.” 
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AMERICAN AGRICULTURE MUCH GREATER THAN SOCIALIST AGRICULTURE 


Why is American agriculture the greatest agriculture in the world? 
Why is it a greater producer than Russia or totalitarian countries? 
It is because we preserve the rights of the small farmer and give him 
technical information, whereas in countries like Russia, they take 
over the farms. They put the people on big farms and the Govern- 
ment runs them, and then the Raiden has to take whatever he can 
get. 

I read in the paper this morning about Czechoslovakia, where they 
are trying to ation a Communist economy, that people don’t like 
the tooth brushes they are getting. The reason they don't like them is 
because they are being made by the state, and they are no good. Who 
can they complain to? 

This technical advisory service is nothing except what the Depart- 
ment of Agriculture is doing for millions and millions of farmers, 
and the farmers have a good lobby up there, a half dozen of them, and 
the small-business men have no lobbies. 

Now, gentlemen, I realize that I have taken up a lot of time, but 
I have a feeling that you gentlemen are interested in what I said. I 
deeply the fact that you are going about this in a scholarly, 
hardworking, nonpartisan way. 

I do not anticipate there is any possibility of partisanship in the 
establishment of a small business corporation. In fact, it is a mystery 
why this has not been done long ago. 

As to “big jobs” and the war effort it may be that certain big- 
business men who take jobs insist, “I won’t take it unless you give me 
a free hand.” What is a free hand? No man in democracy should 
have a “free hand,” he must follow policies established by Congress. 
For instance the war effort or the economic effort of this Nation, we 
will say that the head of the War Production Board or the National 
Production Administration, or whatever unit it is, is a pious business- 
man, goes to church every Sunday, teaches Sunday school, and he 
never has done wrong—well, because there aren’t as many people 
watching him as Congressmen and Senators—well, he gets up there 
and he is the head of this war job, and he does as he pleases, because 
you have written no law to protect small business. 

But if a Congressman or a Senator, or any man elected to public 
office is subject to criticism, the businessman in a war job should be 
subject to criticism; and he should be subject to checks and balances. 
The Congressman or Senator is subject to being defeated for office 
if he doesn’t do the way people want; so laws should be written for 
emergency officers to establish policy and protect small business. 

I believe that a man appointed to office should be subjected to checks 
and balances in this American democracy, like everybody else. For 
that reason I believe this bill of yours should be enacted, and that 
in doing so you will be doing something that you can feel very proud 
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of and very patriotic about. More, you will be doing a substantial 
act in making this Nation strong in peace and war, and at the same 
time preserving our American system, as well as the opportunity 
and happiness of the people. 

Thank you very much. [Applause. ] ; 

Mr. Curtis. I had just one general point that I wanted to ibly 
get some comment on from the representatives of the General Services 
Administration, or the General Services agencies who are here, I don’t 
know whether they can throw any light on it, but Mr. Maverick 
pointed out he was alarmed, and I am alarmed, too, that even on 
standard items, they seem to be going into negotiated contracts, rather 
than on bid contracts, and 1 wonder if any of you gentlemen here 
on the local level could throw some light on that, at least so far as your 
procedure here is concerned. 

Are you asking for bids, sir? 

Mr. Watiace. Yes, sir. Our administration, recognizing the trend 
toward big business, first decentralized its purchasing through the 
field and asked us to break down the quantities so that the low man 
could get a chance to bid on them. 

Practically everything we buy is bought on bids, with one excep- 
tion, I believe, through the set-up in the ECA office. 

Mr. Curris. Well, if that was so, of course, that could be true 
locally all right, but if it was so on a national level we would not 
have this constant increase of negotiated contracts over bid contracts, 
even on standard items. 

I wonder what that discrepancy might be? Have you any sugges- 
tions ¢ 

Mr. Watiace. No, I could not give you any, except that that may 
apply to some of the military procurement agencies in this area, 
which I understand hdve negotiated bids because of the type of 
materials they are buying. 

Mr. Curtis. And you are not buying, in other words, GSA is not 
buying the standard items for the military, such as desks, and type- 
writers‘ Do you buy those for the military / 

Mr. Watiace. We do, at their request. 

Mr. Curtis. But if they don’t request it you would not know 
about it / 

Mr. Watiace. We would not know about it. 

Mr. Curtis. I see. Thank you. 

Mr. Mansrietp. Thank you, Maury, very much. 

Mr. Maverick. Thank you very much. 

Mr. Mansrrevp. The next witness will be Mr. J. E. Hannon, man- 
ager, Industrial Sheet Metal Works. 

Mr. Hannon, will you come up and give your name and address. 


STATEMENT OF J. E. HANNON, PROPRIETOR, INDUSTRIAL SHEET 
METAL WORKS, DALLAS, TEX. 


Mr. Hannon. My name is J. E. Hannon. I am the owner of the 
Industrial Sheet Metal Works in Dallas, Tex. Before you you have 
a brochure of the materials we manufactured prior to Novembet 1, 
1950. Also you have a more elaborate breakdown of the Wall Street. 
Journal and my experience. 
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I am pleased, even anxious to appear before this committee, pre- 
senting the history of the hardships of my business, Industrial Sheet 
Metal Works, which were brought about by the National Production 
Order No. M-4, with the hope that it will be valuable to this commit- 
tee in helping them to realize the tough spot in which little business 
has found itself, as well as to be beneficial to this committee in assisting 
small industries to resolve such difficulties. 

In October 1950, my business, Industrial Sheet Metal Works, was 
a small but thriving business. In October preceding the issuance of 
NPA Order No. M—4, I spent approximately $3,000 of my company’s 
money for advertising, and on the day of October 26, 1950, I was on 
a sales tour in Nashville, Tenn., for the purpose of selling a theater 
circuit a large quantity of my companys products, when at 11:30 
p. m., the night of October 26, 1950, an announcement was made 
over the radio, stating the conditions of the NPA Order No. M-4. 
These regulations were to go into effect at 12:01, October 27, 1950. 

As a result of this order, my company was out of business, with no 
prior warning. My plant was closed down, and its entire economic 
structure shaken. 

The month of November served as a reorganization period. 
Through cooperation with the Department of Commerce and con- 
sistent, persistent effort on my part, I was placed on a bidder’s list 
of all Government procuring offices that buy merchandise which my 
company can produce. This later proved to be an absolute waste of 
time and money. The months of December and January were spent 
converting plant facilities, disposing of inventory, and trying to pacify 
my creditors. 

I contacted all of the prime contractors in this area and found that 
their schedules were not filed and that they, therefore, were not sub- 
letting contracts, which we were equipped to produce. 

At this time, my company’s losses were running about $2,500 per 
month, and my situation was becoming desperate. I immediately 
started bidding on prime contracts. This, too, proved quite difficult. 
The time lapse between the request for bids and the opening dates was 
so limited that I considered myself lucky if my bids reached the con- 
tracting offices in time for the opening of the bids. 1 felt I would be 
fortunate if I received awards amounting to 5 percent of the work bid 
on. In line with this thinking, I bid on approximately $2 million 
worth of contracts. Asa result of this bidding, 1 was awarded about 
$100,009 worth of contracts from the Navy. 

As the result of the contracts awarded me, and the vast outlay of 
material required, the next problem confronting me was the need of 
adequate finance. 

I therefore made application for a defense loan as authorized by 
section 302 of the Defense Act of 1950. Date of request for loan being 
December 6, 1950. The amount of the loan $85,000--later revised— 
was for the purpose of expanding plant facilities and working capital. 
After repeated efforts to determine the status of this application, 
without results, I made a long distance telephone call to Washington 
and was informed that the loan had been denied, 

During the months of January and February, five leading banks 
in Dallas were approached by me in an effort to get these contracts 
financed through a V loan. All of these banks, including the bank 
I had done business with for 2 years, refused to make the loan because 
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of the contingency in making such loans, and also because of the low 
rate of interest which they were able to realize from such an investment, 

Mr. Mansrrevp. I have a question there. How much of these loans 
were granted? 

Mr. Hannon. Nine percent. We were requesting 90 percent. 

Mr. Mansrievp. As a matter of fact, they would be taking very 
little in risk, with 90 percent, a 90 percent guaranty and 314-percent 
interest. 

Mr. Hannon. I had to pay 5 percent, but the bank only made 314, 
since a cent and a half went back to the guaranteeing agency. 

Mr. Mansrtevp. But that is just good business, where 1s the risk for 
a 90-percent guaranty at 314-percent interest ? 

Mr. Hannon. It was not the risk; it was the red tape in making 
such a loan. 

Mr. Mansrtevp. I see. 

Mr. Hannon. As a last resort for financial aid, I turned to the 
Federal Reserve Bank in Dallas. This institution has been more than 
cooperative. 

Under the V loan structure, the contracting officer must issue a 
certificate of eligibility before a guaranty of a loan can be obtained. 

After the Federal Reserve Bank had made ifs | pom moan survey 
and asked the Navy Department for a guaranty of the loan, they had 
gone as far as they could. After waiting more than 30 days, and 
after repeated efforts to speed up the issuance of this guaranty, word 
was finally forthcoming to the Federal Reserve Bank that the guaranty 
had been denied. Under such circumstances, the Federal Reserve 
Bank could proceed no further. 

At this late date, all of the company’s reserves, and all of the sup- 
plier’s extension of credit, was involved in the contracts and the com- 
pany was facing immediate shutdown. 

After many telephone calls to Washington and Philadelphia, and 
eventually a plane trip to both cities, a personal appeal to the con- 
tracting officer presenting my desperate plight, the contracting officer 
showed some indication to reconsider my situation. 

My trip to Washington and Philadelphia brought to light the fol- 
lowing information: The contracting officer had refused to issue a 
certificate of guaranty because, in his opinion, the contracts did not 
meet all of the qualifications set aside in his Loan Manual, as follows: 

First, materials must be essential. 

Second, materials cannot be obtained from any other source. 

Third, facilities must be available to produce. 

The contracting officer deemed these products nonessential as they 
were for the replenishment of stock, and the materials could be ob- 
tained from other sources without prejudice to the United States 
Government. These statements can be verified by the Department of 
Commerce since a representative of their office in Philadelphia called 
upon the contracting officer. It is my opinion that adherence to the 
second qualification—materials cannot be obtained from any other 
source—will block the efforts of all small industries to obtain V loans, 
and will render impotent section 302 of the Defense Act of 1950 as far 
as small business is concerned. Such regulations must be changéd if 
small industry is to have a chance in the defense program. 

I finally succeeded, while in Washington, in getting a certificate of 
guaranty, which enabled me to obtain a loan, but in getting this loan, 
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I have been required to mortgage all of my assets, and assign all of 
my insurance, leaving my family entirely unprotected. Hence from 
a thriving, successful business of a few months past, with scarcely no 
indebtedness, in order to remain in business at all, I find myself 
inmeshed in a web of mortgages. 

My most serious problem at the moment is the inability to get the 
vital materials needed to fulfill these contracts. After placing orders 
in January 1951, my scheduled date for delivery is July 1951. This 
will mean almost certain disaster to my business, as the delay will 
rove so costly that I cannot meet my obligations and therefore will 
te facing bankruptcy. 

Gentlemen, I have come this far, but you will agree that the process 
has been slow and painful exhausting of physical energies and financial 
resources. As stated above, my current status is still precarious. I 
have managed to remain in business but the inconveniences have been 
so great, my efforts so costly and the process so slow that not only 
the entire profits on my Government contracts have vanished, but 
the future of my business is in dire peril. 

Mr. MansrteLtp, Thank you, sir. 

Mr. Curtis. 

Mr. Curtis. I simply want to state that that was a very able pres- 
entation. It poses a great many problems, and exactly the problems 
thar this Small Business Committee hopes to be able to assist you 
with. 

I realize, of course, that the time element makes it mostly words, 
when I make that statement. 

I have no questions, Mr. Chairman. 

Mr. Mansrrevp. Mr. Dalmas. 

Mr. Datmas. Now, Mr. Hannon, we will pass on this matter to the 
agency representatives who are here, particularly in connection with 
the financing of the contracts you now have, and the material that you 
need to fulfill those contracts. I imagine they are DO ratings! 

Mr. Hannon. Yes, sir; they all require a DO rating, which means 
pract ically nothing these ds LYS. 

Mr. Datmas. So far as the materials are concerned, have you re- 
quested a directive ? 

Mr. Hannon. We have made every effort through the Department 
of Commerce, through the Navy inspection office in D: illas, and through 
our contracting officer. I think he has issued a directive to the NPA 
asking if Reynolds Metals Co. could get materials for us, and we 
have not heard from that in the last 3 weeks. 

Mr. Datmas. You are scheduled for delivery in July? 

Mr. Hannon. It was originally scheduled for October, and it has 
been moved up to July. 

Mr. Datmas. Do you have any hopes of getting any materials? 

Mr. Hannon. Not prior to that date ; no, sir. 

Mr. Damas. In connection with the financing of contracts through 
V loans, the banks, the local banks, a great many of them, object to 
the contingent liability with those loans ¢ 

Mr. Hannon. Yes, sir. 

Mr. Datmas. And Congress has taken steps to correct that. 

Mr. Hannon. That is correct. 

Mr. Dataas. With a bill called the assignment—-or rather an 
amendment to the Assignments of Claim Act of 1940. 
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Mr. Hannon. Yes, sir. 
Mr. Datmas. That bill has already passed the Senate and it is 


now pending in the House. 

With respect to other Governnient loans which might be used for 
financing defense contracts, the President issued Executive Order 
10161 some time ago that had to do with war contracts and financing 
and so on. An amendment to that order is now pending in the 
Bureau of the Budget, which has been endorsed by both the Senate 
and the Small Business Committee, the Senate Small Business Com- 
mittee and the House Small Business Committee, which would have 
this effect, if you were going to bid on a contract and you could 
satisfy the Reconstruction Finance Corporation that you were capable 
of doing it prior to bidding on a contract they would tell the con- 
tracting agency that they would lend you the working capital neces- 
sary to finance it. 

Mr. Hannon. Yes, but that all comes back to the hands of the 
contracting officer, regardless of his rank, it lies with him to say 
whether your contracts are essential or whether they are not. 

Mr. Datmas. Not if the amendment passes, if you bid on the con- 
tract, and if you have a proper low bid, or you are the successful 
negotiator, and you can assure the contracting officer that the money 
is provided for by the RFC, he will have very little to say about it. 

Mr. Hannon. Will that have to be done by personally contacting 
the contracting officer? 

Mr. Datmas. The RFC will inform the contracting officer that they 
will finance the contract. It has been endorsed by both the House 
and Senate committees, and the Bureau of Budget is being urged 
to present it to the Senate for signature. Those things, though, do 
not help you immediately. 

Mr. eee No, sir. 

Mr. Datmas. I want to ask Mr. Walter J. O’Donnell, manager of 
the Small Business Office of RFC, as well as Mr. John Bartlett of 
NPA to confer with you about these two matters, and I know they 
will be very glad to do so. 

Mr. Mansrietp. Mr. Dalmas, I would like to make an addition to 
that. I would like to suggest to Mr. Hannon that he meet immediately 
with those two gentlemen, and also with Lieutenant Flickinger, to see 
what you can work out on a face-to-face basis in regard to your par- 
ticular problem. If you will, please meet with them in the heck of 
the room. 

Mr. Hannon. I would like to make this statement publicly, that I 
contacted my contracting officer in an effort to negotiate further con- 
tracts so that I could get materials on schedule now, material of the 
same nature, so that I could continue on on any business, even after 
these contracts were completed and, of course, he is in no position to 
do that, because I have not performed any of my contracts. I cannot 
solve that problem without materials. 

Mr. Mansrretp. Will you meet with those three individuals now in 
the back of the room and discuss your case personally with them and 
see what can be worked out ? 


Mr. Hannon. Yes, sir. : 
Mr. Mansrtevtp. The next witness will be Mr. Thomas Blundell. 
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STATEMENT OF TOM BLUNDELL, PROPRIETOR, TOM BLUNDELL 
MOTOR CO., DALLAS, TEX. 


Mr. MansrFreip. Proceed, Mr. Blundell, and give us your name and 
your business. 

Mr. Buunpett. Mr. Chairman and gentlemen, my name is Tom 
Blundell, and I am owner of the Tom Blundell Motor Co. in Dallas, 
Tex., also Texas director of the National Used Car Dealers Associa- 
tion and secretary-treasurer of the Texas Used Car Dealers Associa 
tion, and member of the Dallas Used Car Dealers Association. I 
speak for all of those groups. 

During recent months, the used car business has been almost com- 
pletely “fenced in” by Federal price and credit controls. These con- 
trols, up to this time at least, have in our opinion, been both unde- 
sirable and unnecessary. We believe that entirely too much regula- 
tion has been aimed at used car dealers, when the smal) proportion of 
public spending they account for, is considered. We should like to 
point out that in a recent year—1949—only 4.2 cents out of every 
dollar spent by American public, was for the purchase of new and 
used automobiles. Not more than half of that amount, 2 cents, was 
for the purchase of used cars. Food, on the other hand, and for which 
relatively ineffective price controls have so far been devised, accounts 
for about 20 cents of every dollar spent by the American public. 
Furthermore, the rate of new car production which affects used car 
prices, has been the highest in history. For the first 4 months of this 
year, according to Automotive News, May 1 issue, a total of 2,108,000 
new passenger cars were built, against 1,801,263 last vear, an increase 
of 17 percent by units, 306,737. 

Gentlemen, that is an all-time high in new automobile production 
in the United States. 

Indications are that the second quarter production of new cars 
and trucks will also set a record. It seems clear that pessimism, which 
prevailed a few months ago—as concerns new-car production—is 
unwarranted, now. 

Used-car dealers are now required to operate under OPS ceiling- 
price regulations, Federal Reserve Board credit rules, and Federal 
Trade Commission fair-practice rules, although the effective date of 
the FTC rules has been delayed until May 6. 

With reference to ceiling prices on used automobiles, we should 
like to report that used-car Abaties believe them to be entirely im- 
practicable in principle. No two used cars are actually worth the 
same, because they do not contain the same amount of unused trans- 
portation. You will recall, we are sure, the utter failure of the OPA 
ceiling regulations during and after World War II. Those regula- 
tions were not supported by the public or by dealers. The individual 
simply would not sell his clean, low-mileage used car. for the same 
amount that his neighbor could get for a worn-out car of the same 
age and make. 

As they now stand, OPS ceiling prices on used cars are not working 
a great hardship on the public, or on dealers, simply because the level 
of those ceilings are usually above the market value of the cars in- 
volved. Even today, however, the owner of a better car is sry 
because he must accept the same price his neighbor can obtain, for 
a similar worn-out car. 


2068 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


When we consider that 90 percent of all automobiles are in the 
hands of individuals, and only 10 percent in the hands of dealers— 
we get a true picture of the impossibility of any enforcement of used- 
ear price ceilings. Why should the used-car dealer be singled out 
for control? There are no price ceilings on used furniture, used 
houses, used machinery, used building material, used appliances, et 
cei 3 et cetera, and these businesses amount to millions of dollars, 

early. 
7 Ticcuedeilh of dollars of taxpayers’ money are being spent aim- 
peer in trying to control the automobiles the public have bought and 
paid for. 

Is this economy? Or confiscation ? 

In announcing its specific price ceilings on used cars, the OPS 
said, “that the urgency of the situation did not allow time for industry 
consultations.” Dealers do not believe the situation was that dan- 
gerous, and time has proven their point. 

Let us discuss regulation W. 

Used-car dealers believe that regulation W is unnecessarily drastic 
in its present form. By October 16, 1950, the date on which the 15- 
month rule was announced, used-automobile prices had already 
dropped 9 percent below the August 1950 level. Yet, that regulation 
was tightened while prices were declining and the FRB, exceeding 
its authority and the will of Congress, by reducing the terms from 
21 months to 15 months, without consulting the industry. 

Consumer credit is the function of the private economy. Purel 
and simply, it isa mechanical device, a part of private enterprise itself, 
to permit to a degree—purchase of services on a cash-as-used basis— 
the basic principal of sound consumption. 

Acwually, the credit purchaser of a used car is the cash purchaser 
of transportation. Indeed, he is more than a cash purchaser. He pays 
cash in advance, for 5 to 10 years of transportation, when he pays 
for the used car in 15 months, 

The wealthy man would refuse to buy a hundred railroad tickets 
in advance for the privilege of traveling. He would squawk to high 
heaven. 

To understand this situation fully, one must come back to the fun- 
damental economy premise, that is, that consumers do not want the 
7 pment itself, so much, as they want the series of services which it 
renders. 

This leads to an understanding of the used car markets. Automobile 
manufacturers produce a product which offers the public a long series 
of uses and service over a period of years. If only the wealthy could 
afford to purchase and A in automobiles the industry would still 
be in its infancy. 

The used car market, however, has provided an opportunity for the 
man who cannot afford new car transportation—with its heavier de- 
pletion cost—to ride in comparative comfort and at a lower cost per 
mile traveled. This trading down was necessary further, to broaden 
the markets for automobiles generally, and to offer comfortable travel 
mileage at lower expense than that of new car transportation, for 
those not in the upper-middle and higher income groups. : 

How do credit controls upset this normal economic condition ? 

First, and above all else—they cut off at the bottom end of the 
market, a large segment of mileage buyers who can afford only the 
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minimum of cost. This immediately kills the resale value of used 
cars and cuts their “trade-in” worth—hence raises the cost per mile, 
to all who are in the market for new or better used cars. In this way, 
already regulation W has penalized every driver of a motorcar in 
America who intends one day to buy another. It forces buyers to pay 
in advance, through artificially rigged down payments and shortened 
contracts, for more miles than it is economically necessary for them 
to purchase, in order to get their hands on private transportation. 

he regulation of consumer credit by the Federal Government, 
upsets the operation of the laws of the economics through which we 
in the used-car markets offer really a sliding scale of “costs per mile” 
of transportation, the more wealthy paying the higher mileage rates, 
and all the rest of us paying less and less, according to our pocket- 
books. 

The reduction in the number of months te pay has worked a serious 
hardship on the low-wage earner. Especially those working in de- 
fense a ag These plants, as you know, are generally located far 
away from all city transportation facilities and a private automobile 
is the only means of getting to and from work. New workers for 
these plants are coming from adjacent country towns, 50 or 75 miles 
away, and the average beginning take-home pay they receive is ap- 
proximately $200 a month— it is impossible for them to pay over $35 
or $40 per month. 

This has caused the old prewar car which has already served its 
purpose and should be scrapped, to take on an advance in price, simply 
because under these regulations it is all he can afford to pay for, on 
a 15-month basis—So, instead of helping the defense effort, loss of 
time and manpower is caused by faulty and dangerous transporta- 
tion to and from work. 

Almost universally misunderstood is the fact that reduced used-car 
demand, resulting from regulation W by lowering the trade-in value 
of all automobiles, increases the cost per mile of every new or used 
car in operation. 

We habitualy approve of control and regulation, if they are assessed 
against “the other fellow.” So it is, that cash buyers are the strongest 
supporters of regulation W. What a shock it will be one day when 
they find out it is they, as well as the poorer people, who are paying 
cash penalties in increased mileage costs because of it. 

Regarding the Federal Trade Commission Rules and Regulations: 
It has been our conception of this branch of the Federal Government 
to only act in the aflairs of a given business when called upon. In 
other words, to act as an umpire and see that right prevails. Again— 
why should the used-car indust ry be singled out, and told how they 
should sell and finance their cars. We have fought against these 
proposed rules and regulations for the last 2 years, simply on the 
grounds that they are unnecessary, unenforceable, an encroachment 
on our rights as businessmen, and an unnecessary expense on the Fed- 
eral Government. Our present State and local courts are prepared 
and able to handle any as violations that may happen in the sale 
and financing of used cars. Again, as a minority group, we protest 
against such governmental rules and regulations. 

In summary, we should like to say that there is a general feeling 
among used-car dealers, that present price and credit controls are 
largely unnecessary because of the unprecedented rate of the new- 
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car production and because of the small proportion of the consumer's 
dollar accounted for by automobile purchases. Dealers believe that 
there is entirely too much control for the sake of control. Although 
dealers are as patriotic as any group, they are unalterably opposed 
to unnecessary regulations. They feel that their — as independent 
businessmen are being abrogated without any real purpose. 

Used-car dealers as a whole are small dealers. The increase in the 
amount of paper work and the records necessary under the OPS, 
the FRB, the FTC, and local tax applications, is enormous—in many 
cases, calling of the hiring of stenographic help, thereby increasin 
selling cost, at a time when every possible manpower and dollar shoul 
be conserved for the defense program. 

Dealers are also opposed to the proposed levying of an excise tax 
on used cars. They think that used cars already absorb more than 
a fair share of all tax burdens. Since 60 percent of all used-car sales 
are handled among individuals, such a tax on cars handled by dealers 
would be highly discriminatory, and would drive the business to 
garages, filling stations, and similar establishments, operated on a 
casual basis and without licenses. 

We think of the Government, its branches and agencies as co- 
operators with the great American economy, seeking a common goal. 
We call upon those in public office to recognize, likewise, their posi- 
tion as partners. 

It is earnestly hoped that the various governmental agencies in- 
volved will ask the advice and counsel of the used-car dealers to the 
end that these extravagant, unwieldy, unworkable, and _ socialistic 
regulations be removed from our democratic form of government, 
and that the old law of supply and demand once again function in 
this glorious country of ours. [Applause.] 

Mr. Mansrievp. Thank you. 

Mr. Blundell, when Mr. McCallister testified he testified just what 
the situation was so far as the proposed increase on the excise tax on 
cars. 

Mr. Buonpeww. Yes, sir. 

Mr. Mansrrecp. Were you here? 

Mr. Buunpewn. Yes. 

Mr. Mansrtetp. You understand that? 

Mr. Biunpeww. Yes. 

Mr. Mansrretp. Unfortunately we have no representative of the 
Federal Trade Commission here to answer the questions which you 
have raised, but I am wondering if Mr. McCormick, of the ce 
of Price Stabilization, could give any additional information to 
that which he gave Mr. McCallister. 

Mr. Leo McCormick. I would like to make a comment, that the 
ceiling price on used cars was set as the highest price allowable for 
used cars and, of course, it was thought then that that would apply 
to the best cars in particular lines, and that a car coming up more 
worn than a clean car would probably sell for less. 

So far as the ceilings interfering at this particular time, I cannot 
understand that. I will be glad to talk with you, sir, on that, and 
get your further thinking on that. : 

The other thing that comes to my mind, there has been appointed 
in the new-car field this industry committee. 
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Mr. Buunpetz. I am familiar with that. One of our local gen- 
tlemen is on that committee. 

Mr. Leo McCormick. The representative from Texas is on that 
committee, and they meet on May 3. 

Mr. Buunpecy. Correct. 

Mr. Mansrietp. Mr. McCormick, you will, of course, be back in 
Washington by the first of next week, will you not ! 

Mr. Leo McCormick. Yes, sir. 

Mr. Mansrievp. And you will bring Mr. Blundell’s testimony up, 
because I am quite sure he speaks for many, many used-car dealers, 
so that you can see what can be worked out. 

I would suggest that you and Mr. Blundell have a talk now about 
the situation, so if there are any more details you can pass them on, 
Mr. Blundell can pass them on to you for transmission to the 
OPS. 

Thank you very much. 

Mr. Buunpett. Thank you very much. 

Mr. Mansrievp. The committee is going to recess at 12:30. We 
have one man who wanted just 3 minutes, and we will hear him 
now. 

This is Mr. Dick Connally, representing contractors. 

Then we have Mr. Rozzell and Mr. Davison, who may be here 
this afternoon to testify. 

Mr. Rozzeux. Yes, sir. 

Mr. Mansrievp. Is Mr. Davison in the room ? 

(No response.) 

Mr. Mansrretp. Well, we will adjourn when Mr. Connally finishes 
his testimony, and the committee will then meet again at 2 o'clock 
this afternoon to finish the remaining business. 

Mr. Connally, will you proceed, and you can have more than 3 
minutes if you wish. 


STATEMENT OF DICK CONNALLY, REPRESENTING CONTRACTORS, 
GARLAND, TEX. 


Mr. Connauiy. My name is Dick Connally, and I am an attorney 
out here in Garland, Tex. I represent several contractors, and one 
or two very small business establishments in our town, 

I cannot make a splendid speech like our friend Maury did, but 
I want to tell you one or two of our problems. However, I second 
many of the things that Mr. Maverick said. 

In the first place, 1 think it is splendid of the congressional com- 
mittee to come to us without our having to run to Washington 
and get lost in the maize up there, which frequently happens. 

One of the firms I represent is Pettigrew & Werley, general con- 
tractors, or architects and contractors here in Dallas. They are a 
middle-sized company. I would say that they could show a net worth 
of something over a million and a half dollars, but their main trouble 
is in making bonds in bidding on Government contracts. 

Now, in the last war, one of the partners in this company bid some- 
thing like $50 million worth of work for the Government, and fur- 
nished some sort of bond, but on a much smaller scale than that which 
is now required. 
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At the present time they have an $800,000 project going near Dallas. 
The Government requires a 100-percent bond. 

Mr. Mansrreip. May I ask a question there ? 

Mr. Connatty. Yes. 

s _ Mansrietp. Are you referring to a bid or to a performance 
ond ¢ 

Mr. Connatiy. Both, but the performance bond primarily. 

Mr. Mansrieip. Counsel, what do you have to say about that ? 

Mr. Datmas. About 2 months ago they permitted the Defense De- 
ere eer and other agencies making defense contracts to waive the 

nds whenever they felt it was proper. 

Mr. Connatty. I racehedive re} that that is so, and many of the 
Government agencies have the discretion on bonding requirements, 
as to how high the bond shall be, and what percentage the contractor 
must have. 

But on this one particular job of $800,000, our people had to put 
up $130,000 cash in the bank, in order to make the bond. 

Now, oil properties and gas properties and commercial properties 
in Dallas that they owned did not go, the bonding company would 
not accept that for any credit. It had to be cash. 

Well, instead of running 4 or 5 separate jobs that they are very 
capable of doing, and have done in the past, we are now in the position 
of being able to do only one job at a time, because all of our cash is 
put in the bank in order to make the bond. 

After all, I am not interested in inquiring into the bonding com- 
pany’s requirements, but it is the Government requiring that we make 
u 100-percent performance bond, and in order to buy that bond it 
takes a lot of money. 

I would think that the experience in the business in any given deal, 
and also a credit rating, should have a whole lot of weight. In other 
words, if a company was successful on a job, then they should look at 
the credit rating, and see how much experience they have had in this 
particular business, and decide what kind of a bond would be re- 
quired, because we feel that we are taking all of the capital, it must 
be tied up on one particular job. 

In other words, if it is of a year’s duration, we have to wait a year 
before we can bid again. 

As this gentleman pointed out, the Government agencies, many 
of them, do have it in their own discretion as to the bond require- 
ments and I just wanted to raise that point with you. 

As I say, this company did around $50 million worth of business 
in the last war, and they have shown their ability to produce. On 
performance bonds, if we could make up to, say, a million dollars” 
worth, we could make a bond on a million dollars’ worth of work, 
but over that, if it was a $5 million job, we would not have to make 
that 100-percent bond on the whole project. 

I just wanted to raise that — and leave it for your considera- 
tion, gentlemen, that is all. This has to do with the job at Corsicana. 

Mr. Darmas. Mr. Connally, this particular contract you are talking 
about, what type of a project is that? 

Mr. Connatty. It is a public housing project, this particular one.” 

Mr. Damas. And is that the type of work that this contracting con- 
cern regularly engages in? 
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Mr. Connauty. Yes, sir; they are general contractors. They have 
built over a thousand houses here in the last year, and warehouses 
and office buildings, and things of that sort. 

Mr. Dauoas. Are they in a position to give a record of the projects 
that they had completed of the same magnitude that they bid on with 
the Government ? 

Mr. Conna.ty. Yes, sir. 

Mr. Daimas. And that everything was in good order after those 
things were completed ¢ 

Mr. Connatiy. Yes, sir; they have a very high rating with the 
FHA here. 

Mr. Mansrrevp. Would you care to give us the name of the com- 
pany and the address for the record, and let us look into it / 

Mr. Connauiy. Pettigrew & Werley, of 160 Avery Street, Dallas. 

Mr. Damas. We will look into it, Mr. Connally. 

Mr. Mansrievp. Thank you very much, Mr. Connally. We are 
glad that you came before the committe¢, and we want to assure you 
that we will look into this and you will hear from us very shortly as 
to what action shall be taken. 

Mr. Connatiy. Thank you, sir. 

Mr. Wauiace. My name is Wallace, of the GSA. I want to answer 
the question that was brought up; from August through March 1951, 
we purchased 1,373 purchases for a total of $1,304,322, from small 
business; from large business, 515 with a total of $634,541.08 by 
advertising. Through negotiation or in other manners we purchased 
569 items from small business, totaling $84,883, and 184 from big 
business, totaling $22,378. 

Mr. Curtis. That is the regional office ? 

Mr. Watuace. The regional office here in Dallas. 

Mr. Mansrievp. The committee will stand adjourned to meet at 
2 o'clock this afternoon. 

(Whereupon, at 12:30 p. m. the committee recessed to reconvene at 
2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Mansrietp. The committee will come to order, please. 

The first witness will be Mr. George M. Rozzell of the E. A. Stew- 
art Lumber Co., of Texarkana, Tex. 

Will you be seated and give us your name, your address and your 
business for the record, please. 


STATEMENT OF GEORGE M. ROZZELL, SECRETARY-TREASURER, 
E. A. STEWART LUMBER CO., INC., TEXARKANA, TEX. 


Mr. Rozzeui. Mr. Chairman and gentlemen, my name is George 
M. Rozzell—— 

Mr. Mansrretp. May I ask you how long your testirnony will take? 

Mr. Rozze.u. Just about 5 minutes. 

Mr. Mansrievp. Very well. You, of course, know that the com- 
mittee will be glad to accept all of this additional information and 
incorporate it in the record. 

Mr. Rozzeix. Yes. 
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Mr. Mansrieicp. You may proceed. 

Mr. Rozzetu. My name is George M. Rozzell, and I am secretary- 
treasurer of the E. A. Stewart Lumber Co., Inc., of Texarkana, Tex. 

We have been in the business of manufacturing hardware lumber 
since 1924. 

Mr. Mansrreip. Mr. Rozzell, before you start, you are from Tex- 
arkana, I believe ¢ 

Mr. Rozzein. Yes, sir. 

Mr. Mansrievtp. That, of course, is the home of the chairman of the 
full committee of the House—the Small Business Committee. 

Mr. Rozzeun. Yes, sir. 

Mr. Mansrrecp. A man in whom we all have a great deal of confi- 
dence and for whom we have great respect. 

Mr. Rozzeti. Yes, the Honorable Wright Patman is a great friend 
of ours and a good friend of his district. 

The following is offered to your committee, at the meeting of its 
subcommittee held in Dallas, May 2, 1951, with the request that it 
be placed on record for your consideration. It is offered only in a 
spirit of constructive criticism, in an earnest desire to be of some 
assistance to you in your attempts to aid the smaller-business man 
in trying to do his part in the defense effort. It is offered to you 
by the E. A. Stewart Lumber Co., Inc., of Texarkana, Tex., a Texas 
corporation engaged in the manufacture of hardwood lumber and 
timbers, hardwood flooring, and kiln-dried furniture dimension. 


EK. A. Stewart Lumber Co., Inc., while having its principal offices in 
Texarkana, owns ond operates sawmills producing hardwoods at 
several points in Arkansas and Texas, the majority of such produc- 
tion, in turn, being shipped to Texarkana for further processing into 


finished materials. 

During World War IT a large part of this production was devoted 
to the manufacture of ship timbers and to the manufacture of wooden 
truck body parts. After the cessation of hostilities the major portion 
of its efforts were devoted to the fast expanding civilian economy 
principally in the manufacture of hardwood flooring, and kiln-dried 
furniture parts, with the exception of that part necessary to manu- 
facture truck body repair parts for the Red River Arsenal, Fort Sill, 
Okla., and the Pine Bluff, Ark., Arsenal. The Red River Arsenal 
especially has had a consistent truck body repair program and we 
have furnished, we understand, the major portion of their require- 
ments in hardwoods, 

Since the outbreak of hostilities in Korea, we have consistently bid, 
and have received several contracts, varying in size, from the Corps 
of Engineers, Procurement Division, Chicago, Ill, and from other 
Government procurement agencies, and are working on two rather 
large subcontracts for the manufacture of truck parts for heavy 
trailers through a firm in Albuquerque, N. Mex. The work at the 
Red River Arsenal has also expanded to some extent and we have 
been furnishing a fairly representative percentage of their require- 
ments. 

Our firm is capitalized for the sum of $600,000 and has a pro- 
ductive capacity of 35 million to 50 million feet of lumber each-year. 
We employ 486 persons directly and we estimate that our operations 
support approximately 1,000 families when the various contractors 
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and smaller operators of sawmills, from whom we purchase lumber, 
are taken into consideration. 

This background is given only with a view to furnishing to you 
the extent of our experience with the various governmental agencies 
in order that some idea of the value of our experience may be deter- 
mined. . 

I might state, Mr. Chairman, that we own approximately 50,000 
acres of timberland in Arkansas and Texas, and we carry on our 
operations from that. 

It is our belief that the various procurement agencies for the 
purchase of hardwood lumber are doing an excellent job in the 
purchasing of this lumber. We have found them to be eminently 
fair both on advertised bids and on negotiated contracts, and the 
Chicago Procurement Office has been especially cooperative in this 
respect. There are two clauses in their contracts, however, that we 
feel should be brought to your attention, not only from the stand- 
point of the seemingly needless expense to the Government involved 
but also from the endless delays in shipment caused by these arrange- 
ments. 

We are members of the National Hardwood Lumber Association, 
and firmly believe that it has its place in the settlement of disputes 
that might arise in the shipment of hardwood lumber. However, 
each contract that is being placed provides that the lumber to be 
shipped to the Government agency for which it is purchased must 
be inspected by a National Hardwood Lumber Association inspector 
at point of origin. 

It must be borne in mind that the amount of lwnber purchased 
since the outbreak of hostilities in Korea has been small when com- 
pared to the vast quantities that are proposed in the future and 
compared with the huge quantities that were purchased during World 
War II. 

The inspection force of the National Hardwood Lumber Asssocia 
tion is necessarily small, and even at this time does not have the 
capacity for inspecting all of the lumber that is presently being 
purchased. As an example, the mspector for this territory, com- 
prising northern Louisiana and the entire State of Texas, has head- 
quarters in Shreveport, La., and is expected to handle the shipment 
of all hardwood lumber from this vast territory. As a further ex- 
ample, we employ at Texarkana alone five competent hardwood lum 
ber inspectors, and have one inspector at each of our other mills. 

Should the volume of hardwood lumber shipped in World War II 
be required, it would be a physical impossibility for the association 
to furnish inspectors to handle the shipments required, unless the 
corps of inspectors now employed was duplicated at each mill fur- 
nishing the Government lumber. The association inspector for this 
territory informed us recently that he was approximately 2 months 
behind with his inspections, which, of course, is the obvious result 
of this system. Notwithstanding the fact, however, that the associa- 
tion is paid for such an inspection—and I might add that it is paid 
for by the Government—an additional clause in each contract states 
that such inspection is not final and that payment will be made for 
the shipment only after inspection at destination, which must indi- 
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cate that the lumbee is again inspected at destination. This is con- 
trary to all former practices in the lumber industry, in that a cer- 
tificate from the association has always been ogee as final and 
reinspection made only in the event of disputes, which would bring 
up the question as to the advisability of the expense of the first 
inspection if it is not final, or of the second inspection if the lumber 
bears the association certifiate on the original inspection. 

The delays occasioned in mpting to secure national inspection 
by the association would cause us to favor inspection at destination, 
since under the contract, this is the only inspection that is final, but 
if the present system is to be maintained, it would y to us that 
steps peer be taken immediately to augment the force of associa- 
tion inspectors by the employment of | and Navy inspectors 
such as were employed during World War II. In any event, one 
inspection should suffice, and the certification by the original inspector 
should certainly be treated as final. 

Of prime importance to the manufacturer of hardwood lumber is 
the matter of financing. The fact that hardwood lumber must be 
stored on a yard for air drying for a period of from 90 days to 2 years 
before it can be used for its ultimate purpose poses several problems 
to the smaller manufacturer for when it is considered that the cost 
of manufacturing 1-inch oak lumber (the specie of hardwood most in 
demand and most prevalent in this section) is now approximately $65 
per thousand feet, it can readily be seen that $65,000 of capital 
financing of some sort is required for each million feet of lumber 
stored. 

The smaller “peckerwood” mills ordinarily operated off seasons by 
farmers will have a productive capacity of some 20,000 board feet per 
ilay, presenting a problem usually insurmountable to the small oper- 
ator and as a result this production is lost to the defense effort. 
Financing in hardwood lumber has been handled from two sources, 
first, the storing of lumber in a bonded warehouse, pledging the re- 
ceipt of a bank as collateral for an advance at a fixed price per thou- 
sand feet; or, second, through the factoring of the sales invoice when 
the lumber is delivered at a percentage of the total invoice. Local 
banks have been used in most instances for the requirements, but 
restrictions that have been pJeced on banks have curtailed their activ- 
ities in this respect and as a result large quantities of hardwood pro- 
duction have been lost at a time when every effort is being expended 
to secure more production. 

Most of the lesal banks in this territory are small, and the 10-per- 
cent limitation on loans to one individual or firm, while probably 
sound banking practice, certainly actuate to curtail production of 
hardwoods for storage. 

In your example there, Mr. Mansfield, of that bank that loaned 
$70,000 to one individual, $70,000 to one individual is their limit. 

A few years ago, lumber placed in a bonded warehouse for which 
a proper warehouse receipt was issued could be used as collateral for 
loans in excess of the 10-percent limitation, but a ruling that such 
loans should be counted within the limitation has stopped this source 
of financing. Most manufacturers prefer to use their local banker, 
who knows their problems for their financing, but when an attempt 
is made to interest the banks in the larger cities, those whose capital 
and surplus would allow loans for larger amounts, the reply at the 








c-— ora aw 


ee ed 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2077 


present time will be that demands for loans are such that they are not 
interested in out-of-town financing. A few letters of this type are 
attached for verification, and ae hasten to add that in each case 
our local banker has earnestly recommended acceptance of the loan 
in question. 

It is our thought that a study should be made of this problem with 
a view to correcting a situation that we feel must have been caused 
through governmental restrictions, since in the past loans of this type 
have ae readily bankable. While possibly this question is not at 
present under consideration by this committee, it might be well to 
mention that the Reconstruction Finance Corporation has served a 
very useful purpose in assisting in the financial problems of lumber 
manufacturers in this region. 

As has been shown above, an inventory loan will usually tax the 
loanable limits of the local bank, and it has been our experience that 
the financing of fixed assets, such as machinery and buildings, could 
be accomplished only through the RFC since banks were not interested 
in this type of loan at all, since, of necessity, the loan would run for 
a period of years rather than in accordance with usua) banking terms. 

It must be borne in mind that the smaller manufacturer does not 
have available to him the facilities or the knowledge of procedure to 
successfully market an issue of common stock, and thus the RFC be- 
came the only available source of this type of financing. It is our con- 
sidered opinion that the plight of the smaller-business man should be 
fully considered before the move for the abolishment of this agency 
is allowed to reach fulfillment, or if the agency is abolished, some 
means of furnishing this type of financial assistance should be estab- 
lished. 

Some thought also should be given to the resent ruling of the RFC 
that in event of new financing of any kind, a higher interest rate 
would be charged not only on a new loan, but on a loan previously 
in existence, which would appear to us as forcing a change in an exist- 
ing contract. 

At the outset of World War IT, a mistaken idea seems to have been 
prevalent that lumber and especially hardwood lumber, was not im- 
portant to the conduct of a major war. As a result, through restric- 
tions aimed at the over-all economy, the smaller operator was forced 
to transfer his activities to other forms of endeavor and the produc- 
tion that was vitally needed later was lost. 

The day of the large sawmill las gone, and it is on these smaller 
operators that the Government must finally depend for the major 
production of lumber. 

Restrictions on supplies and woodworking machinery placed early 
in World War II made it a virtual impossibility to secure badly needed 
items in order to accomplish production in 1943 and. 1944, and as a 
result, at the end of the war, the inventories of hardwood lumber 
were the lowest in history. In spite of this experience, the same pat- 
tern seems to be followed today, in that the restrictions placed by one 
governmental agency are to the detriment of a companion agency. 
As an example, steel strapping is restricted, cannot be secured on the 
usual DO 97, and is hard to get on any priority, yet contracts are 
being issued today requiring that lumber be packaged with stee! 
strapping for ease of handling aboard railroad cars and ships, and 
for each of loading and unloading. 
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It seems to us that an effort should be made to coordinate these two 
activities, that the necessary strapping should be supplied, if required, 
or the steel to supply the requirements should certainly be allocated, 
if the strapping is necessary, and there is no doubt but that the strap- 
ping would increase the ease of handling of shipments going long 
distances. It must also be borne in mind that Government contracts 
call for a specific delivery date, with the supplier furnishing bond 
guaranteeing delivery on that date, and these difficulties, together with 
those of inspection, make the acceptance of a Government contract an 
ever-increasing danger. 

The manufacture of hardwood lumber is a highly specialized busi- 
ness, and numerous factories have been set up to manufacture a single 
form of finished product from hardwood lumber. Ordinarily, the 
Government seeks only the two upper grades in oak lumber which 
makes up only 40 percent of the total of manufactured one-inch oak 
lumber, thus leaving 60 percent of production to be purchased by 
other sources. The largest user, by far, of these lower grades are the 
plants set up to manufacture oak flooring. 

This industry has a productive capacity in excess of 21,000,000 
board feet of finished flooring per week, or a sufficient amount to floor 
approximately 1,200,000 houses per vear. 

The governmental restrictions imposed on building last fall were 
designed, so we were told, with the ultimate idea in mind of the con- 
struction of $50,000 dwelling units in 1951. Such a reduction, although 
3314 percent could probably be absorbed by the oak flooring industry 
without too much difficulty since in the curtailment of the manufacture 
of oak flooring, the labor would be absorbed in other types of wood- 
working, but the fact remains that only 6425 FHA applications were 
filed in 1 week recently and this number of applications was the 
highest in a period of some weeks. 

Accordingly, it would appear that the restrictions placed on build- 
ing have possibly been made too stringent and that the goal of 
50,000 new dwelling units may not be reached by a large mumber. 
Since the outbreak of hostilities in Korea found the country in a 
housing shortage, restrictions now may further heighten the inflation- 
ary trend when the emergency is over, and we respectfully suggest 
that the impact of the present restrictions on the hardwood flooring 
industry be studied, with the thought in mind that they may be more 
stringent than contemplated at the time they were put into effect. 

It is also true that the hardwood manufacturer cannot survive with- 
out a market for the lower grades of oak lumber. Since the Govern- 
ment, in its procurements purchases only the upper grades, and if the 
manufacture of oak flooring is severely curtailed, the even flow of oak 
lumber in all grades is materialy affected, and as soon as inventories 
of low grade lumber build up at the sawmills, their production of all 
grades will cease. Should this happen, in the event of total war in the 
future, the production of lumber being curtailed would immediately 
affect the hardwood requirements of the Armed Forces. It is to be 
hoped that a happy medium of restrictions may be found in order that 
a constant flow of hardwoods in all grades may be continued, but we 
feel any study of our industry should consider this angle. , 

In conclusion, may we say that we have appreciated the opportunity 
to voice our suggestions and we hope that they may be of some value 
to you in your deliberations. 
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Mr. Mansrrevp. Thank you, Mr. Rozzell. 

Mr. Curtis, do vou have any questions ? 

Mr. Curtis. First of all. on your comments with regard to inspec 
tors, we have had this problem come up before, and I wonder if Mr. 
Bartlett is here. 

Mr. Bartuerr. Yes. 

Mr. Curtis. I think it might be good if you were to make a state- 
ment here in regard to the general field of inspections in NPA. 

Mr. Bartierr. I am sorry that 1 mssed the first part of this gentle- 
man’s testimony, and I don’t quite get the application. 

Mr. Curtis. ‘The situation is this, that among other things they are 
finding difficulties with in his particular industry are the require- 
ments of inspections, and he inquires first as to whether two inspec- 
tions are necessary in the industry, and if they are, why, they need 
more inspectors, because they are way behind in carrying through on 
their inspections. 

Mr. Barrierr. That comes under the military. 

Mr. Rozzetyi. That comes under the Corps of Engineers. 

Mr. Curtis. Yes. Perhaps that would be under Lieutenant Flick- 
inger. She is on the phone, and I will raise that question with her 
later. 

You were discussing the financing, and you mentioned a ruling of 
these loans; I think you stated the ruling of such loans should be 
counted within the limitation that stopped this source of financing. 
Who issued that ruling: do you know ¢ 

Mr. Rozzreuu. As I understand it, the national bank examiner. 

I might state this, that for instance in Texarkana we have one bank 
whose capital surplus is a million dollars. At one time, through the 
use of warehouse receipts, we had a line of credit somewhat in excess 
of $200,000. In 1949, I believe it was. this ruling came out, and imme- 
diately our limit was cut to $100,000, which was their total loanable 
limit. 

Mr. Curtis. I see. Thank you very much. 

Mr. Mansrietp. Mr. Dalmas ¢ 

Mr. Datmas. No questions. 

Mr. Mansrrecp. Mr. Rozzell, I note that you state as an example 
that steel strapping is restricted. Can it be secured on DO ratings, 
or is it hard to get on any priority, referring to steel strapping and 
so forth. 

Mr. Bartlett, that would come under the NPA. What would be 
your explanation as to why a DO order of this kind would not be 
honored ¢ 

Mr. Barrierr. Well, you use that for wrapping materials‘ 

Mr. Rozzeun. Yes. In fact, the engineers in Procurement in Chi- 

‘ago require that even shipments of lumber be packaged so they can 
be “readily unloaded. That would be a package of lumber that could 
be picked up by a forked truck. 

Mr. Bartierr. That is to cover maintenance, repair, and operating 
supplies ¢ 

Mr. Rozzetn. That would be an operating supply in our business. 

Mr. Bartiert. I see. And the question is that they have not been 
honoring your DOs / 

Mr. Rozzevu. That is right. In fact, we have a bulletin from the 
procurement office in Atlanta warning everybody that they could not 


get a contract without following those requirements. 
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Mr. Bartterr. Your contract is a defense contract ? 

Mr. Rozzei.. Yes, sir. 

Mr. Bartierr. Of course, that would have preference over a DO-97. 

Mr. Rozze.x. But you still cannot get the strap ? 

Mr. Bartierr. They do not honor either one? 

Mr. Rozze... That is right. 

Mr. Bartuierr. I am sure our local-office would gladly cooperate in 
the matter of having the DO’s honored, in the event they can. We will 
see that the proper directives are issued, if it is found that they can be. 

Mr. Rozze.x. I think there is a big shortage of that type of mate- 
rial, but there should be a directive that that steel be allocated. 

Mr. Barrierr. The CMP plan starting July 1 is to allocate the 
steel supply on a more equitable basis. 

Mr. Rozzevz. I know that is true, but we are in this situation now. 

Mr. Mansrrevp. Mr. Bartlett, Mr. Curtis wants to ask Lieutenant 
Flickinger a question later, when we get through with Mr. Rozzell, 
and will the local representative meet with Mr. Rozzell personally and 
try to plan this thing out so that we can get this thing settled / 

Mr. Rozzex. Yes, sir. 

Mr. Curtis. Were you here when Mr. Rozzell was explaining the 
difficulty he is having with inspections ? 

Lieutenant Fiickincer. No, I was not. But I do understand that 
they would be duplicate inspections, is that correct ? 

Mr. Rozzext. One by the National Hardwood Lumber Association 
that is under contract, and the other is inspected at destination. 

Lieutenant Fiicxtncer. At a military installation ? 

Mr. Rozzet.. That is right. 

Lieutenant Friicxtncer. Well, I don’t know the answer, frankly, 
because I am not too familiar with the inspection service on that par- 
ticular commodity, so I will have to check on it. 

Mr. Curtis. I hope you will check on it, because this presentation 
seems to indicate quite clearly that there are some adjustments to be 
made on that. ; 

Mr. Chairman, I would like to ask one other question. 

You raised the question of the RFC interest rate, and I would like 
to have Mr. O'Donnell from the RFC make a comment on that for 
the record. 

Mr. O’Donnett. Thank you, Mr. Curtis. 

Over the years, through June 30 of last year, the RFC had always 
operated on a self-sustaining basis. However, there are some legis- 
lative changes by the Congress, or there were last year, which have the 
effect of substantially reducing the corporation’s income. In order 
to remain on a self-sustaining basis they found it was necessary 
to increase the interest rate from four to five percent on new loans. 
On loans outstanding, of course, the interest rate remained at four. 

However, if the borrower desired any changes in the outstanding 
contracts, or any concessions from the RFC, they thought that in 
fairness it would be perfectly legitimate to raise the interest rate 
from four to five, as one of the conditions for granting a concession 
to the borrower, so I can see no violation of the contract in any, sense. 

Mr. Rozzetn. Mr. Chairman, may I take a little more time and 
state an example? 

Mr. Mansrtevp. Yes. 

Mr. Rozzetit. Mr. O’Donnell, here is the situation : 
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As you probably know, the Government is a little slow in paying, 
too. It takes some 60 to 90 days to secure payments of an invoice. 
We were bidding on contracts that totaled some $750,000, which would 
be a pretty hard thing for us to finance. I approached the office 
of the RFC with the idea of pledging those invoices, as the lumber 
was shipped, with the idea that I would secure the money about 90 
days ahead that way, and place the invoices for 80 percent of the 
invoices, and I was told that with the present RFC loan we had 
we would be immediately increased to five percent. If we did that 
we would be borrowing on money the Government owed us. 

Mr. O’Donne tt. I understand. However, you were coming in and 
asking for additional financing. 

Mr. Rozzeix. That is right. 

Mr. O’Donnett. So as a condition to the additional financing 
there was a raise in the interest rate. 

Mr. Rozzevt. Yes, but I think you can see from our point that it 
was attempting to finance a Government contract. We did not want 
to change the old one. 

Mr. O’Donne ti. Well, that is a matter within the determination 
of the Director, it has been so determined, and that; is it, and I am 
sorry but there is nothing further that I could do. 

Mr. Rozze.u. Yes. 

Mr. Curtis. Lieutenant Flickinger, when you get that information 
I wonder if you will write Mr. Rozzell and send a copy to the com- 
mittee on that inspector situation. 

Lieutenant Fiickincer. Very well. 

Mr. Rozzetz. Thank you very much, Mr. Curtis. 

Mr. Mansrrevp. Thank you, Mr. Rozzell. That was a very good 
statement. We will see what we can do to be of assistance to you. 

We will next call Mr. Price. 

Will you give your name, your address, and your business to the 
reporter. 


STATEMENT OF R. J. PRICE, NEW CAR DEALER, DALLAS, TEX. 


Mr. Price. I am R. J. Price, Dallas, Tex., and I am an authorized 
franchise new car dealer. 

Mr. Mansrretp. Proceed. However, I do believe there is another 
car dealer here. 

What is your name, sir? 

Mr. Cox. My name is Carl Cox from McKinney, 'Tex., and I am an 
authorized new car dealer. 

Mr. Mansrievp. Proceed, gentlemen. 

Mr. Price. Gentlemen, thank you very much for the opportunity 
of appearing here before this committee, and after hearing the pre- 
ceding testimony I certainly feel like a small-business man. Mine 
doesn’t run this size at all. 

Mr. Mansrtevp. You have not got 500 employees? 

Mr. Price. No; I don’t have 500 employees. I would like to make 
this statement too, before proceeding. 

I am one of the directors of the local Texas Dealers Association 
of the National Automobile Dealers Association, and president of the 
National Chrysler Corporation Dealers Association. How I got all 
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those titles, I don’t know, but I am definitely an independent busi- 
nessman with 75 employees. = 

Mine is an organization that has contributed a little over a million 
dollars in wages for these employees and families during the past 
5 years, since | returned from the service and started all over again, 

We all know that the big majority of these American people are 
certainly ready to do everything and anything that is necessary to put 
this Nation of ours back in its respective place in the world position, 
and the automobile dealers are certainly ready to do their part of it, if 
they are not choked to death by some of these interpretations. 

Some of them don’t know anything about it themselves. 

First, let’s take up regulation W, as it affects my business. In my 
business, regulation W has removed a large part of the potential 
buyers. It has taken the low-income earners out, the ones who need 
transportation. 

We can be realistic about this thing. I don’t think it makes any 
kind of difference what kind of regulation we put out, these $200, 
$300 and $400 monthly earners are going to spend that money, and 
they are going to buy transportation. They will buy what they ean 
get, and we cannot tell them how to do it. 

It looks to me like it wonld be equitable and economical to let them 
buy transportation that would give them economical transportation. 

Mr. Mansrrecp. Mr. Price, what would you recommend, to be spe- 
cific, that the credit regulation should be as to the matter of time / 

Mr. Price. Mr. Chairman, it could be a matter of mathematics there. 
First, let’s remember this: When they put the first restrictions on sales 
on new and used cars, people were buying cars all over the countr 
for 24 months, 30 months, 36 months, all types and figures. Spread- 
ing them out as far as we could. 

When they dropped them back to 21 months, that was drastic from 
30 months. But we can remember that the 21 months was not given 
a chance. It was operated for 30 days, and then they pulled it down 
to 15 months. 

The effect of the 21 months certainly should have been given a chance 
before we went into 15. Frankly, I think 24 months would give this 
low-income earner a chance, and I will give you some figures in a 
moment on that, but it would give this low-income earner a chance to 
get the transportation he needs. 

We need not go into figures to tell you gentlemen that. You know it, 
you have cars, and you may not use them as much as the man who 
drives out into the country from work and back in to work from the 
country, but I am sure you realize it is necessary for the low income- 
earner to have cars. 

A further survey that we made here in calling on numerous dealers 
outside the Dallas area shows the results of the 21 months were just 
beginning to show up when we got the 15 months that came in. The 
reason for that was that they gave a 10-day period in there for the 
people to buy, and lots of people went down and bought. They bought 
everything we had. Those c boca were given 10 days to close them, 
so we were 10 days in the next month during the next 30 days closing 
deals to beat the law. , 

Consequently, the result was an enormous increase in sales during 
that one month, because of the rush that was made, and the result 
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was that there were fictitious figures on sales, and when they put it 
down to 15 months, it had not had a chance to level itself off. 

Mr. Mansrietp. Mr. Price, in your opinion, does the ordinary 
workingman buy a car from you on a 15-month credit basis, and could 
you, as a businessman, expect him to make those payments without 
cutting himself pretty sharply in other necessities, in the way of mak- 
ing a livelihood. 

Mr. Price. No, he cannot. He cannot, and here is one thing to 
substantiate that. 

Three of the larger finance companies whom we asked to reach in 
and pull deals out, these figures are available to you on request, but 
here is what it shows up. 

Prior to the imposition of the 15-month level, 83 percent of all new 
car deals with 24 months or over. 

The average monthly earning of these term buyers was from $280 a 
month to $310. 

Now, they were able to buy cars prior to the restrictions, but since 
the imposition of the 15-month restriction, the average monthly in- 
come, as reported by these same finance companies, shows that in- 
creased the oo rs to from $480 to $490 a month. That is the differ- 
ence in the range. 

What we have done is to cut out the man who was making below 
$450 or $400 a month from buying necessary transportation. 

A survey of the local needs here bears out the accuracy of these 
figures, and the dealers attribute it to eat ation W. 

They also report a definite resentment upon the part of the typical 
wage earner having to pay $100 a month for a car, and these payments 
are prohibitive. We find every day that a man comes in and wants 
to buy an automobile, and he is $35, $40, $50, $60, or $70 away from 
the deal. He used to feel like he could buy it. 

I am sure that you realize that we want to help in this thing. I 
have shown in the past that I wanted to help, and I am ready to do 
anything that is necessary. 

But, gentlemen, when you remove from the potential market of 
businessmen of this type, a Jarge segment of buyers, and our field 
is cut down, then you are jeopardizing the capita) structure of the 
business in which we operate. 

My inventory has increased tremendously. Very recently, since the 
Ist of January. It is a business incorporated for around $100,000, 
and I now have three times my capital stock in inventory. 

The deals in my place show the only persons that can buy these 
cars are persons that have money from some other source than their 

yages. 

The information that I have here in the paper on this very same 
thing is on excise taxes, which this committee does not have much to 
do with, but here is the pore it brings out. A $2,000 car will cost 
$2,161, after this excise tax they are putting on, but that is not the 
point. I will get to that. $675 of this car will be taxes of this sort, 
and the car alone will be $450 in cost. The tax alone costs the buyer 
$230 down, $30 a month, just to buy the tax bill, and then he has to 
buy the car on top of that. 

The present taxes on an automobile approximate $500. He is buy- 
ing a slug of taxes when he buys it now, so when you get into it, and 
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see what he will pay now with an increase of 31 percent of his car in 
taxes, you divide that up into 15 months, and he is over a barrel. 

Mr. Mansrrevp. Of course, you understand, Mr. Price, that this 
committee can do nothing about this matter, because that is in the 
hands of the Ways and Means Committee, and what they report out 
as yet we do not know. But your only hope is to contact the Wa 
ai Means Committee this month, before they report out the bill in its 
final form, because once it is reported out you can only vote it up or 
down as it is reported out. 

Mr. Price, Yes. I am just saying what regulation W does. It is 
such a large segment, and we put the lower-income earner further 
away from the possibility of buying transportation. 

It was published recently that only 16 percent of the families of 
the working class of people are making $5,000 or more, or over $5,000. 
Eighty-four percent are under $5,000 earnings, and when you get 
under $5,000, you get under the $480 or $450 figure. 

There is one other point that I would like to bring before this com- 
mittee. You told me that it is not in your jurisdiction, and I will shut 
it right off, and that is a dealer’s discount curtailment that we had 
put on by OPS. 

Mr. Mansrtevp. Go ahead, because that was put on, I believe, by 
the OPS. Do we have a representative of OPS here now? Well, he 
is not here at the moment, but we understand that as soon as Mr. 
McCormick shows up I would like you two to get together, so that 
your words can be carried back to the main office of the Office of Price 
Stabilization, and so that any relief that is possible could be given 
to you. 

The committee understands the point well, because we have been 
hearing automobile dealers all over the country, and we think you 
have a very strong point and it should be given consideration. 

I read yesterday where the 314 percent was continued for another 
30 days, and so far as the manufacturer is concerned, it doesn’t apply 
to him at all. 

Mr. Price. No, sir, that is true, and to give you a quick picture of 
what I am talking about here, the dealers have been accused of a lot 
of things, and we started telling people about our business, that we 
are also people of the community, and citizens like everybody else, 
and that we complied with our part, and we would like to do it. 

The dealer’s discount ranges from 22 percent to 2614 percent. That 
is on a base picture. After adding excise taxes and freight to your 
locality, and other things that it takes to make a car run, that is 
necessary to make a car run, that discount basis cuts from 22 percent 
to 18.9, just by adding nonprofit items. 

There is nothing the dealer can do about increasing that profit 
margin. Any increase in tax on small dealers is a reduction in his ret 
after taxes, but it is not so with the manufacturer. 

Mr. Mansrrevp. In other words, the tax is not laid down at the 
point of manufacture, but it is laid down at the point of distribution. 

Mr. Price. That is right. 

Mr. Mansrtetp. And the dealers pay it or they are responsible. 

Mr. Price. Yes. I am for private enterprise, but here is a point, 
as the tax increases, the manufacturer’s margin of profit increases. 
It has to, because their net profit remains at a very constant level, but. 
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as the tax increases, the dealer’s cost increases and the dealer’s profit 
goes down. 

Mr. Mansrtexp. I think the financial statement of the Wall Street 
Journal and other papers would bear out that statement. 

Mr. Price. I say with this curtailment in credit discount, we again 
find ourselves with an added part of nonprofit increased cost of our 
automobile. 

Gentlemen, that is all, and I certainly appreciate the opportunity 
of appearing before your committee. 

If I may, ‘T would like to turn it over to Mr. Cox at this time. 

Mr. Mansrievp. Mr. Cox, will you proceed then. 


STATEMENT OF CARL COX, AUTOMOBILE DEALER, McKINNEY, TEX. 


Mr. Cox. Mr. Chairman and gentlemen of the committee, my name 
is Carl Cox, McKinney, Tex., authorized new car dealer. 

I am here to present my case in regard to Regulation W and in- 
creased taxes on new cars. 

Federal credit restrictions were imposed last October. Few dealers 
voiced any objection. Since that time certain objections have been 
raised. Profits are declining, and inventories of new and used cars 
are building up. 

For example, as to the new car inventory in Apri) 1950, I had a 
30-day ni on hand, and in July 1950 L had a 10-day supply on 
hand. In October 1950 I had 5 days’ supply on hand. and December 
1950 I had a 5 days’ supply on hand. In March 1951 I had a 30-day 
supply of new cars on hand. In April of 1951 I had a 60-day supply 
of new cars on hand. 

The used car inventory, April 1950, inventory was a 40-day supply ; 
July 1950 it was a 35-day supply. 

In October of 1950 it was a 16-day supply. In December of 1950 
we had a 40-day supply. In April 1951 I had a 45-day supply. 

Regulation W was imposed to retard credit buying, and we were 
told 1t was a means to stop inflation. We still have inflation, and 
the cost. of living has continued climbing. Regulation W discrimi- 
nates against the wage earner. For example, our largest industry 
in McKinney is in the textile business, and it is the largest mill west 
of the Mississippi River and employs approximately 2,000 people. 
These workers earn from $290 to $300 per month, and under present 
restrictions 1 am not selling them new cars or even good used cars. 

A 15-month payment plan is not within their reach. They have 
been removed from the market. 

Regulation W is discriminating against these people, and my busi- 
ness 1s definitely being affected. 

Why would it be prohibitive for any class of our people to buy 
much-needed transportation! Why would we say to one man, “You 
cannot buy,” and say to another man, “You can buy”? 

Automobiles are more essetnial to working people than to any other 
group and the 1950 survey will show that 27 percent of all new cars 
were purchased by skilled and unskilled workers. Sixty-eight per- 
cent of all used cars were purchased by skilled and unskilled workers. 

Don’t you agree that this group of workers represents a substantial 
segment of our market? Remove the present credit restrictions and 
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they will buy again. Any penalty against the workers of America 
is a penalty against the authorized automobile dealers. 

My appeal to this committee is to give consideration to the remov- 
ing of restrictions on new and used cars as early as possible, at the 
earliest possible date. 

The proposed increase in automobile excise taxes from 7 to 20 per- 
cent, gentlemen of the committee, as an authorized new car dealer, 
again I want to point out to you just how this excise tax will affect 
my business. 

My customers today are paying an average excise tax on new cars 
of $95. The proposed increase would raise the tax on a new car to 
an approximate average of $265, 

If this increased tax that is proposed goes into effect it will be 
dlisastrous to those in our industry. The existing automobile and 
other Federal and local State and excise taxes on the average of 24 
percent is the price paid today by the automobile einer Any 
further increases in excise taxes would take away a large segment of 
our market. Purchasers will be forced out of the market, and the 
dealers will cut their expenses, and lay-offs will occur. The law, in 
effect, would say that only one group can buy a new car. 

Again I pointed out that cars are a necessity. Would you discrimi- 
nate against a necessity? Automobile purchasers today are carrying 
a burden with the excise taxes. Discriminating taxes are not given 
on other products, so why discriminate against automobiles. Excise 
taxes if they must be labeled for Government revenues must be equit- 
able to all products, not to a single industry. A single industry should 
not be asked to carry more than their share of the tax program. 

I am certainly in favor of your present defense program. My 
business is to render service. Don’t Th ss away our markets by increas- 
ing automobile excise taxes. 

My plea to this committee is that you do not allow any increase in 
present automobile excise taxes. 

Thank you. 

Mr. Mansrierp. Mr. Curtis. 

Mr. Curtis. No questions. 

Mr. Mansrretp. Mr. Cox, I think you understand the question so 
far as the excise tax is concerned. 

Mr. Cox. Yes,I do. I just wanted to get it on the record. 

Mr. Mansrievp. And so far as regulation W is concerned, I am sure 
that this committee will look into it, and I would suggest now that 
you and Mr. Price get together with Mr. McCormick so that he can 
explain matters to you, or you can explain matters to him, and then 
he can take it up with Mr. DiSalle. Will that be satisfactory? 

Mr. Cox. Yes. 

Mr. Price. Yes. 

Mr. Mansrtevp. Will you talk with him, please. 

Mr. Cox. Thank you very much. 

Mr. Mansrtevp. Thank you, Mr. Cox and Mr. Price. 

Our next witness is Mr. Roy H. Davison. 

Will you give your name, your address and your business to the 
reporter, please. ’ 
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STATEMENT OF ROY H. DAVISON, DIVISION MANAGER, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, DALLAS, TEX. 


Mr. Davison. Mr. name is Rog H. Davison of 9115 San Fernando 
Way, Dallas, Tex. Iam division manager of the Nati nal Federation 
of Independent Business. 

I am glad of the opportunity given to me by the House Small 
Business Committee to appear and give testimony on the problems 
facing independent business and professional men during these critical 
days. 

My territory covers the southwestern trade area, in which = 
20,000 business firms and professional men are members of the Na- 
tional Federation of Independent Business. Due to the contacts in 
this area we are able to evaluate the problems facing the people we 
represent, independent businessmen in the Texas area. 

[ would like to present to the committee the following questions 
which have been presented to me, I might say daily, by independent 
businessmen, either in my personal contacts with them, or to the men 
under my control. I am listing seven questions I believe would be 
of tremendous information to the committee for the committee to 
explore during this important meeting : 

A businessman interested in selling to the Government is inter- 
ested in all information published by the Government on this subject. 
He has noticed lately that the Defense Departments no longer disclose 
the quantities and dollar values on the Commerce Department weekly 
consolidated synopses of Contract Award Information. Why? What 
is the committee doing, if anything, to overcome this ¢ 

In this connection, the only mformation available to me at this 
time on that particular No. 1 issue is this: The releases are censored 
because the Commerce Department, or someone in the defense agencies 
feel they are disclosing information which should be secret. However, 
the only information carried was nonsecret by the military. As a mat- 
ter of fact, General Harrison told the Senate Small Business Com- 
mittee in January that these releases did not violate military security. 
His feeling should be broadened and not narrowed down. In any 
event, the information is now appearing in dribs and drabs in the Na- 
tion’s press up to the present moment. 

Independent businesssmen are also interested in knowing what, if 
anything, the committee is doing about restoring the old Economic 
Cooperation Administration commodity supplier data reports (these 
reports showed who is selling what, to whom and for how much ECA 
tax money, in the foreign aid program). They realize these reports 
were issued upwards of 4 to 6 weeks after the transactions occurred, 
but have found them helpful and have found nothing to present to 
take their place. Why were they killed / 

The information we have available to us on this subject is that the 
ECA says these reports are killed because they are useless, and also 
because they cost upwards of a hundred thousand dollars yearly to 
print and mail. However, and most significant, ECA also said that 
publication of daily reports is objected to on the ground that it dis- 
closed business transactions. This sounds fishy. and was it for this 
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reason really that the reports were discontinued? In the absence of 
this information it is difficult to know the ECA picture. 

3. What is the House Small Business Committee doing, if anything, 
to help small-business men obtaiy, financing when private sources 
won't come through? Has the committee taken any stand on the RFC 
for its service to small business? Aside from the Defense Plants Cor- 
poration bill, is it trying anything along these lines? 

4. What is the committee doing, if anything, to reverse the armed 
service policy of increasing negotiated contracts, and decreasing ad- 
vertised bid contracts? 

5. What, if anything, is the committee doing toward securing fair 
shares of goods for small firms? Has the committee ever sought en- 
forcement. of the Wherry-Sparkman amendment to the Defense Pro- 
duction Act (supported by Mr. Patman in the House) to counter NPA 
allocations programs which have frozen small business out ? 

In that connection we have some information, I think. 

Popular supposition is that these are not all negotiated contracts. 
However, the late Munitions Board releases tell us that negotiated con- 
tracts, as they have increased, the small-business share of advertised 
contracts has decreased. How about the consistent falling off in the 
small-business share of defense contracts? I want this particularly 
to be in the record correctly. 

In 1949 it was 27 percent; in 1950 it was 24 percent; the first half of 
1951 it was 21 percent against World War IT, 21.99 percent. 

Isn’t there some connection between this and the policy of censor- 
ship on defense contract information’ What has the committee 
accomplished on this score? 

6. What has the committee done to secure small-business repre- 
sentation on policy making defense bureau advisory committees / 

7. What has the committee been doing to help secure tax relief for 
small firms ¢ 

In that last connection on No. 7, the information available to us is 
that many small firms are now squeezed between material shortages 
and rising prices, and they are having a heck of a time keeping their 
heads above the water, even at the present tax rates. 

The committee did a wonderful job on some legislation last year. 
Has it concerned itself at all with these rapid amortization certifi- 
cates that are passed out by NPA to the giant firms, which makes 
the tax load heavier on small firms ? 

Understand, Mr. Chairman, these questions are not put to the com- 
mittee here today in any way of criticism, but on the other hand, pre- 
senting these questions to the committee and with answers appearin 
in the record I am certain will result in most beneficial results to a 
independent business people within the State of Texas. 

Mr. Chairman, I also want to have it appear on the record that if 
it were not for these Small Business Committees in the Congress 
functioning for the past 10 years or more, I will say without fear of 
contradiction that small business would have been through or com- 
pletely eliminated in these critical days. Without the help of these 
Small Business Committees, small business is helpless. : 

Thank you for the a pa to appear and make this statement. 

You are probably well acquainted with our Washington office who, 


no doubt, is in constant contact daily with your committee. 
Mr. Mansrrevp. Mr. Curtis. 
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Mr. Curtis. I have no questions. I know that we are going to pro- 
ceed, are we not, Mr. Chairman, to give some answers to these ques- 
tions ¢ 

Mr. Mansrtevp. That is correct. 

Mr. Davison. In addition to my prepared statement, one of the 
members of the National Federation of Independent Business has 
asked me to testify for him in brief, and it will not. take over 3 or 4 
minutes, I assure you. This firm is the Lofland Co. of Dallas, Tex., 
distributors of construction materials. 

It appears that the Lofland Co. is getting quite a run-around from 
the Navy Department, due to the fact that the Navy Department 
will not pay any attention to their et or their contract bids to 
put in airfields, in particular at Kingsville, Tex. 

I have a letter here from the Lofland Co. pertaining to this, and I 
will quote it: 


To give you further information on the Navy job at Kingsville, they went 
even further than anyone else had done in apparently trying to specify some ma- 
terial that was really critical and also make it more difficult for the successful 
bidder to secure materials, in that they specified 154 diameter coid rolled steel 
which, as you will recognize, is ordinarily used for shafting. The steel mills 
in this area do not roll such a bar, and we have contacted VU. S. Steel Corp. and 
Republic Steel Corp., and the best delivery which we have been promised so far 
is October, and these runways for these jet planes are needed part in June, part 
in July. 


Then there is another part: 


The Corps of Engineers are now preparing plans on several jobs in Texas on 
which the star lugs will be permitted as an alternate to the ordinary steel dowel 
with proper supports. We have figures based on experience, to show that the 
star lugs is superior to the design specified by the Navy. We would like very 
much to discuss this matter with someone in this Bureau, aad would like to dis- 
cuss this matter in time for lugs to be considered as an alternate on the proposed 
Navy jobs in the Southwest. It is our understanding that the plans for the Kings- 
ville job are to be completed by April 9, and that bids will be received sogn 
thereafter. 

Any help you can give us will be greatly appreciated. 


Now, I would like to turn this correspondence over to the committee 
for their perusal. Offhand, my own views would be that what is good 
for the Army is taboo for the Navy. Those are just merely my own 
opinions. 

Thank you again very much. 

Mr. Mansrtetp. Mr. Davison, we will make that a part of the record 
and see what we can do. 

(The correspondence referred to is as follows:) 


Tue LoriaANnp Co., 
Dallas, Tex., May 1, 1951. 
Mr. Roy H. Davison, 
Datlas, Tex. 

Deak Str: Attached hereto is a copy of our letter of April 3, to your Mr. George 
Burger outlining our request for help. In the next to the hast paragraph of this 
better you will note that we refer to a Navy job on which plans were to be com- 
pleted on April 9, for an airport at Kingsville, Tex. 

We also attach hereto a letter to Mr. Burger dated Apri! 9 which shows that 
we were able to come to the aid of the contractor and the engineer on the job 
at Randolph. Field at San Antonio on which they had-speci*ed 1-inch round stee! 
bars and found that they were unable te secure them, so we are now furnish'ng 
the star lug transmission device and quite a bit of this project is already 
completed. 











2090 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


To give you further information on the Navy job at Kingsville, they went even 
further than anyone else had done in apparently trying to specify some material 
that was really critical and also make it more difficult for the successful bidder 
to secure materials in that they specified 154 diameter cold rolled steel which, 
as you will recognize, is ordinarly used for shafting. The steel mills in this 
area do not roll such a bar and we have contacted United States Steel Corp. and 
Republic Steel Corp, and the best delivery which we have been promised so far 
is October and these runways for these jet planes are needed part in June, part 
in July. 

In addition to specifying these cold-rolled steel bars, it will be cut up in little 
%-inch lengths. The Navy has also specified approximately 20 miles of elaborate 
wire baskets for supporting these cold-rolled steel bars in the concrete. This 
seems absolutely ridiculous to us and everyone else in this area connected with 
construction projects. I would say this even though we were not selling a com- 
peting material that has proven better qualified for doing the job than these 1%- 
inch cold rolled steel bars. 

I told you last night that bids have been received on this project and the Texas 
Bitulithlie Co. of Dallas, Tex., are the low bidders and have been recommended 
for the award. The actual award of contract has not been made, but as soon 
as it is, unless something is done immediately, they will expect us to in some way 
secure 500 tons of these cold-rolled steel bars and the 20 miles of wire which 
could so easily be used on machinery and projects for which it is ordinarily 
rolled, rather than by cutting up into small pieces and put in concrete, a job for 
which it was never intended. 

As I said, the best delivery we have been promised to date is October ; whereas, 
two small businesses in Texas—namely, the Texas Foundries, Lufkin, Tex., the 
manufacturer, and the Lofland Co., of Dallas, Tex., the distributor, could start 
delivery of star lug load transmission devices, a proven product, within 24 hours 
after receipt of order. 

Very truly yours, 
THE LorLaNp Co., 
Ratpn F. Lorianp. 


APRIL 3, 1951. 
Mr. Georce Bureer, 
National Federation of Independent Business, 
Washington, D. C. 

Dear Sir: Confirming our telephone conversation of this afternoon, we, as 
members of the National Federation of Independent Business, ask that you 
intercede for us in what we feel is rank discrimination against us by the Navy 
Department. 

On numerous occasions during the past few years, we have attempted to get 
the Navy Department to permit, as an alternate only, in their specifications the 
use of star lug load transmission devices in their design of concrete runways. 
More recently such a request was made by the consulting engineers, Forest and 
Cotton, for inclusion of this alternate in the plans and specifications for the Naval 
Air Base at Kingsville, Tex., and this request was turned down by Mr. L. A. 
Palmer, Bureau of Yards and Docks, Washington, D. C. 

This morning the manufacturer of this assembly, Texas Foundries, Lufkin, 
Tex., for which we are sales agents in this area, called Mr. Palmer for an ap- 
pointment to try and show him the advantages of this design as compared to the 
steel and wire-basket design now specified by the Navy Department. They were 
told that he was too busy to see them for at least a month. In that month, the 
plans and specifications for not only the Kingville project will be completed, but 
also others in this area. 

; The star lug is made of malleable iron which is readily available, whereas the 
Navy design calls for steel bars with wire-basket supports, both of which are on 
the critical list in this area. 

The star lug was developed over 10 years ago, and has been used in many 
pavements throughout the Southwest during that time. They have a proven 
record of satisfactory service. These lugs have been approved for use by the 
United States Corps of Engineers, the Public Roads Administration, the Texas 
Highway Department, Arkansas Highway Department, Louisiana Highway 
Department, Oklahoma Highway Department, and many municipalities and 
other agencies, 

The present Texas Highway Department standards provide a D-13 star lug 
as an alternate to a 14-inch steel bar, 26 inches in length. The surrounding 
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States have set up designs comparable to the Texas highway standards. All 
of these standards have been approved by the Public Roads Administration. 
Lugs have been used in numerous Army airfields, and the basis of alternate 
design is very close to that used by the Texas Highway Department and approved 


by the Public Roads Administration. 
lugs have been used are listed below : 
Foster Field, Victoria, Tex. 
Ellington Field, Houston, Tex. 


Army Gunnery School, Harlingen, Tex. 


Leguna Madre Airfield, Rio Hondo, Tex. 

Advanced Single Engine School, 
Mission, Tex. 

Bomber Plant, Fort Worth, Tex 

Sloan Field, Midland, Tex. 

Tinker Army Air Field, Oklahoma City, 
Okla. 

Primary Flying School, El Reno, Okla. 

Basic Flying School, Winfield-Arkansas 
City, Kans. 

Brooks Field, San Antonio, Tex. 

Matagorda Air Base, Port (Conner, 
Tex. 

San Marcos Navigation School, 
San Marcos, Tex. 

Randolph Field, San Antonio, Tex. 

Laredo Army Air School, Laredo, Tex 


A few of the Army airfields on which 


Biack Land Army Air Base, Waco, Tex. 
Advanced Twin Engine and Bombardier 
School, Midland, ‘Tex. 
Aloe Field, Victoria, Tex. 
Army Flying School, Waco, Tex 
Advanced Twin Engine School, Pampa, 
Tex. 
Glider Training School, Dalhart, Tex 
Dunean Field, San Antonio, Tex. 
Kelly Field, San Antonio, Tex. 
Hammond Air Base, Hammond, La 
Roswell Army Air Field, Roswell, 
N. Mex. 
Patterson Field, Dayton, Ohio 
Basie Flying School, Coffeyville, Kans. 
United States Army Air Field, Jetmore, 
Kans. 
De Ridder Air Base, De Ridder, La. 
Harding Field, Baton Rouge, La. 
Wright Field, Dayton, Ohio. 


The Corps of Engineers are now preparing plans on several jobs in Texas on 
which the star lugs will be permitted as an alternate to the ordinary steel dowel 
with proper supports. We have figures, based on experience, to show that the 
star lugs are superior to the design specified by the Navy. We would like 
very much to discuss this matter with someone in this Bureau, and would like 
to discuss this matter in time for lugs to be considered as an alternate on the 


proposed Navy jobs in the Southwest. 


It is our understanding that the plans 


for the Kingsville job are to be completed by April 9, and that bids will be 


received soon thereafter. 


Any help you can give us will be greatly appreciated. 


Very truly yours, 


File No. 106 


THE LorLtanpD Co., 
RatpH F. LOFLAND, 
President. 
APRIL 9, 1951 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 


Washington 5, D.C. 


(Attention Mr. George J. Burger.) 

GENTLEMEN: We have your letter of April 4 and 5, advising: us of the progress 
made on our request for help. We appreciate you keeping us advised on this 
and sincerely hope that something will develop in the next few days as the 
plans and specifications on the big Kingsville project are supposed to come out 
today. 

In situations such as this in the past, it has been possible to have an addendum 
issued later before bids have been received. On a project at Randolph Field, 
San Antonio, Tex., l-inch round, smooth steel bars were specified for certain 
longitudnal joints in the runways for that project a couple of weeks ago. Since 
that time both the successful bidders, McKenzie Construction Co., and the engi- 
neers have attempted to locate these bars. Being unsuccessful, they called us 
Saturday and asked if we could furnish the star lug load transmission device. 

We advised them that we could furnish them immediately and our engineers 
are in San Antonio this morning working out details and we know of no reason 
why shipments cannot start tomorrow if details are furnished by noon today. 

Very truly yours, 
THE LoFLAND Co., 
Racvpnu F. Lorvanp. 


Mr. Mansrtetp. Mr. Davison, I would like to make a few remarks 
In response to your testimony, just to take one example, in your ques- 
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tion you asked about the ECA, as you know there used to be a joint 
House-Senate watchdog committee, but for the past year there has 
been a Senate watchdog committee only. 

So far as this committee is concerned, it was not created when 
Congress first met in January, but it was recreated about 2 months 

o. In that time we have been to all parts of the country, New 

ngland, the Middle West, the Middle Atlantic area, the South and 
far West, and we have been meeting with businessmen, and we are 
trying to find out what their problems are. 

We complete our hearings in New Orleans this coming Friday, and 
we are going to compile the information, and we will do what we can 
to alleviate some of the very serious questions which you and others 
have called to our attention. 

I might say that we have a staff in Washington working on the prob- 
lems and giving out a weekly summary of what we have accomplished, 
and I am very certain that we have been receiving copies of this, and 
we have been receiving from the Washington representative the bene- 
fit of his advice. 

I think your statement is sound, and I think you have asked a lot 
of pertinent questions, and I want to assure you that they will all be 
answered in the record. 

Mr. Daviwson. Thank you very much, Mr. Chairman. 

Mr. Mansrtevp. The next witness will be Mr. Jap Lucas. 


STATEMENT OF JAP LUCAS, HARDWARE DEALER 


Mr. Mansrretp. Will you give us your name and your business, 
please / 

Mr. Lucas. My name is Jap Lucas, and I guess I am just about as 
little in business as anyone you have probably heard of ‘since you 
have been on your trip. 

Mr. Mansrtetp. Mr. Lucas, I want to tell you that my father is 
in business; he operates a one-man grocery store in Great Falls, Mont., 
and I imagine you and he are in the same fix. 

Mr. Lucas. That is right. But, gentlemen, I came up here and I 
won't take much of your time; I just ask for about 10 minutes. 

I might say that what I say to you is probably as much a question 
of life and death in the retail merchandising industry as anything 
that has been presented to you. 

Now, I would like to acquaint you with myself in humility. 

I made my first campaign for the legislature, and that is probably 
where a lot of you started that are in Congress, and I know a lot of 
my friends and colleagues that you serve with, there is Eugene Worle 
and Lindley Beckworth, and several of those boys are serving with 
you, and they are darn nice guys and I am proud to have had the 
pleasure of serving with them. 

Mr. Mansrte.p. Texas should be proud of you, too. 

Mr. Lucas. Thank you. I think they are swell fellows. 

I am just going to take up 5 or 10 minutes of your time. I could 
not make a prepared talk, and anything that I say, I think that any- 
one that might know me will tell you that it is from the bottom of 
my heart. 

I made my campaign for the legislature, and probably some of you 
boys might have had it, it is a pretty hard fight, walking 20 miles a 
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day, and then I railroaded, and I wore cardboare. in my shoes, and 
I saved a few dollars where I could to go into business, and I started 
out with about five or six thousand dollars. 

Probably some of you boys are Yankees, and I love all of you. We 
don’t much care about the Mason-Dixon line now, but the thing is that 
I have worked hard, and I am prefacing my remarks telling you that 
I am just one of the hundreds of thousands I am speaking for. 

I am not speaking under the auspices of anyone except myself. 
People say there is no use appearing, it is hopeless, you are whipped 
when you start. You boys scrapped and made campaigns, and you 
know that nothing is hopeless. If you don’t make a scrap for what 
you think is right, then there is something wrong. I think that is 
Americanism. 

Gentlemen, I am just about to be administrationized—I guess that 
would be a prety good word for it, and I have never heard of it 
before—out of business. 

I am sure that we have some OPA gentlemen here, and maybe they 
can make me sleep at night, because I haven’t slept at night for the 
last month or two. I sleep three or four hours a night worrying 
about the administration of the OPS. 

I want to tell you just exactly how bad it is for us little fellows. 

I started in business after the war, and I tried to make a legitimate 
profit. That is my desire, and I started out with 15 cents, practically. 

Gentlemen, this is all they asked me to do. I probably Give six or 
eight thousand items in my store, and I owe probably $70,000. Now, 
I think that is darn good to have started out with a few thousand 
dollars 5 years ago. I owe that much, but here is what they asked 
me to do. 

They asked me on thousands of items to put on the retail price, to 
look up the invoice on it, to discount the 2 percent, if the manufacturer 
or jobber allows you the 2 percent, and then figure the percentage 
between retail and wholesale. Then on top of that they give you 
different classifications, and I will just tell you how preposterous the 
classifications are. They have got “and so forth,” and some of you 
gentlemen, | am not going.to bring out a bunch of literature, but I 
want to show you how preposterous it is. I won’t take but a second. 

Here is where they put me under the ax, and, boy, it is under the ax. 
I got ran out of the last meeting where I attended. They said, “If 
you don’t like it,” in nice words, “take it up with Washington.” And, 
gentlemen, you are Washington. 

I just happened to read about you being here, and having served in 
the legislature, by gum, you are my representatives, and the old Con- 
stitution gives me the right to petition you for redress of grievances 
and, brother, I have got one. 

Now, I just want to show you gentlemen, I want to show you some- 
thing. They tell me to put this down, now listen to this, gentlemen. 
“Cooking utensils,” is under category 908, housewares, aluminum, 
cooking utensils—you don’t mind me reading this off—cast iron, cop- 
per ware, cast iron enamel ware, stainless steel, plastic, cooking uten- 
sils. Cooking utensils, that is under category 5 of section 908. 

Now. listen to this, I want to show you what this Ph. D. did to us. 
Under category 14 he says, “Miscellaneous kitchen utensils.” 

I just can’t get it, am just too dumb. I don’t have but a seventh- 
grade education. 




















2094 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Then it says percolators, ovens, and things like, and dad blast it, if 
that is not a cooking utensil, I will eat it, but they put it under a 
different category. 

As I say, I aia just about the most ignorant fellow who ever ap- 
peared before you, and I am not running for office, but I just want to 
tell you something, I have got over 150 to 200 items of aluminum, just 
that one item out of thousands and thousands. Take fishing tackle, 
I have got a thousand items. 

They told me to look up an invoice. How in the Hades, if you 
don’t mind, Hades, if you don’t mind my using that word, I don’t 
know where I bought them, some of them. I will give them to you 
if you will come to my store. I can’t sell them, and here is what they 
ask me to do. They ask me to look up the inventory, and, brother, 
just try it. On cooking utensils, just let’s stop at cooking utensils. 
I am not going to take up too much of your time, but let me ask you 
this: I buy cooking utensils from at least 20 different jobbers. 

Now, one percolator from Goodrich, we will say, 1 buy from them, 
will have number XYZPDQSOB, and it won't even say that it is a 
percolator. 

When I look back 2 years I don’t remember whether it is a perco- 
lator or not, and I am not joking with you. 

I want to show you, and I'll be glad to do it. I know I will probably 
be in Leavenworth, because I can't do it, but I want to show you some- 
thing. Here is an invoice. This is so important to me, gentleman. 
It is not important to me because I have been in jail, but it is impor- 
tant to fellows that have not been in jail. 

I want to show you something. I just want to show you gentlemen 
how preposterous and how incredible—I heard those words once, and 
L don't know what they mean, but I want to show you something. 

Here is a typical invoice, gentlemen. As I say, 1 know I am nuts, 
but I don’t think it is hopeless because I think I am still in a democe- 
racy, and that is why I am appearing here. 

Then it has No, 71188, 12 of them at $1.45, a total of $17.16. Do you 
know what that is? It’s a double boiler. But how would I know it 
looking back 3 years, gentlemen, or 2 years or a year. It is absolutely 
impossible for us to do that. 

Here is a proposition, most. of the fellows in my business, in the lit- 
tle hardware business, are just becoming law breakers. They are put- 
ting on a few items, I just don’t like to be a law breaker, as I say, I 
have been in some of the best of the jails from coast to coast, and 
even in some of them they wouldn't even let me in. I tried to sneak in 
one in New York City, and they said they wouldn’t put anyone in but 
criminals. I slept that night in a fish pond. 

Here is another one from another hardware company. I just want 
to show you how absurd it is, how impossible it is. All right, gen- 
tlemen, they have here No. 725 something, I don’t know what it is, 
sir. I have no idea what it is. How can I look back, they don’t give 
me any time limit, they say, brother, on this stuff, you have to look 
back and find the invoice. 

I would rather give the Government a thousand dollars a year, as 
poor as I am, than to try to do it. I submitted a proposition that I 
think anyone alse—am I talking too close, or if I am talking too much, 
or using to much profanity, just stop me, but brother, it makes you use 
profanity, when you don’t sleep at night. And I have my competitors. 
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It is driving us crazy. And a fellow told me to take it up with Wash- 
ington, and you gentlemen here are my representatives, by gum, so 
here I am. 

I want to mention this, I worked all day on Sunday. I pulled out 
all of my shelves, I took all the aluminum off my shelves, and I 
stacked it down on one side of my counters, and [ worked all day. 
Half of them I couldn’t find no invoice on. All day, and that was for 
about 50 items, and I probably have about 8,000 items, a thousand 
fishhooks, and listen, gentlemen, there ain’t no limit to it. And then 
it’s got on it, “and so forth.” 

As I say, I am speaking from the forks of the creelx. I made $20,000 
last year, and I am going to pay Uncle Sam, I hope, by June. I 
could not pay him in March. I got an extension. I wanted to pay a 
bonus to a fellow who worked for me for 5 years, so I tried to do that. 
I believe in incentive pay. 

Then I had some taxes, county, city, school, and what not. 

Now, listen to this, you all tell me when to stop. Brooms, mops, 
dustpans, carpet sweepers, dusters, “and so. forth.” 

Now, why in the Hades do they have this “and so forth,” gentlemen ? 
I don’t know. I don’t know. I am lost. I am going nuts. I made 
$20,000 and something last year, and I haven’t got 4 cents in the bank. 
My bank account looks like the national debt. 

Rolling pins, knives, spoons, potato mashers, cutting up bread board, 
and so forth. That “and so forth,” gentlemen. Then they have out- 
door driers, indoor driers, clothes pins, clothes pin bags, curtain 
stretchers, washboards, wringers, laundry bags, sleeve board pads and 
covers, and so forth—I don’t know what a sleeve board is—but where 
am I to stop? 

Well, I asked one of the gentlemen, as a matter of fact, I made a 
couple of trips up here, and I asked them and they said the “and 
so forth” meant anything that was closely allied to it. 

So, gentlemen, we are all criminals. I will probably be the first 
one to go to Leavenworth, because I am one fellow who will raise 
my voice. I cannot help it. I will be glad to give them a thousand 
dollars, but we are in a hell of a shape, if you will pardon the ex- 
pression, 

In other words, they put something on eight thousand—and when 
I say “hell,” I have heard a preacher say it, so I don’t think I am 
using profanity—but we are in a mess here. I have a proposition 
where I submitted three things to Mr. DiSalle, but I submitted three 
sane, sensible propositions in regard to my very humble little business. 
The hardware business had a 50 percent mark-up, and they told me 
when I went in business, they said, “Brother, put a 50 percent mark-up 
on.” They said, “If a fellow calls for three things, get it.” And I 
followed both of them, because I am strictly in business to try to make 
a living. 

All right, a 50 percent mark-up on an item that cost you $12 a 
dozen is $1.50. That doesn’t mean that I net 50 percent, that in- 
cludes my wife and me getting up at four-thirty. For the past 5 
years I have averaged 15 hours a di ay, and I paid Uncle Sam $5,000 
in income tax in 1 year, and I still owe him this last year, but I will 
pay him somewhere, somehow. 

Gentlemen, the thing is that is one way you can do it, allow us 
our historical mark-up. 
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The second thing, as I say, it won't reach him, but that was to 
let the manufacturer tell me what to sell it for, not to exceed a dollar 
or not to exceed 50 cents or not to exceed 25 cents. I can follow that, 
gentlemen. 

Now, there are two things I can follow. 

The third thing I can follow, if you put the boxboards down, and 
this, that and the other thing, but if he says don’t make over 10 per- 
cent on barbed wire, which is about what we make, 10 percent on 
nails is about what we make, they are entirely competitive, and 25 

vercent on, you know, another item, and 50 percent on another item, 
if they will give us those items and tell us, “Don’t exceed that price,” 
we can follow that. But, God bless you, I can take five items in my 
store, and I can take the smartest man with the OPS, and I can put 
those five items down here, I can hand him all of my invoices for 5 
years, and I'll say that he can’t find the invoice on them in a month. 

So why should they do that to a poor fellow like me, who is just 
trying to make a living. Say, I hope you don’t think I am too crazy, 
but, by golly, you don’t know how much I appreciate speaking to 
you. It is just impossible, they tell us this, if you have two items the 
same price in the same category, just put one down. If you have 
a double boiler that cost you $12 a dozen, and you have a single boiler 
that cost you $12 a dozen, put down one of them. 

I looked through 50 items, and I had 2, it was the same price, 
so I put down the other 49. I would like to take a pencil. It’s a 
humdinger from back yonder, and I am not joking. That is not 
all we have got todo. I might could bear that. 

But let me tell you what else they thought of, these economic pro- 
fessors. I’m on my way to Fort Leavenworth speaking my mind, 
and that’s all right. I have been by there and it looks like a com- 
fortable place. 

They are not satisfied with putting the cost down and the retail 
price, but they want me to do this, if it cost $12 a dozen, and I got 
a 2 percent discount, discount it before I put the cost down. That 
is 24 cents off the $12. Then divide it by 12, and I have got to have 
a pencil to do it, because I don’t have the education. But then even 
there they are not through, then they say to figure the difference be- 
tween the cost and the retail price. In other words, if it cost me 
$1.98, it would be, I think, worth 24 cents off, and it sells for $1.50, 
well, I didn’t go to school long. I know how to put on a 50 percent 
mark-up, but I don’t know how to come back. I believe in the profit 
end. This coming down, I don’t agree with it. 

Then we are not through yet. I am supposed to do that on these 
thousands of items, and then, gentlemen, in each category, of course, 
alumium ware, stainless steel, copper, this, that and the other, I don’t 
have over 300 items, and I am supposed to add those percentages up, 
59 percent, 49 percent, 32 percent, and see what the average percentage 
is on each one of those items. 

Well, they are not even through there. They are not even through 
yet, gentlemen. Then we have got to put the smallest percentage first, 
and if I got to take that 49 percent on, I put it down one, 50 percent, 
25 percent, and vice versa, clear on down the 150 items, and, gentle- 
men, it is just sending us to Fort Leavenworth. We cannot do it. 

Now, I am open to you for shooting off my brains, because I know 
you are on my side. 
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Mr. Mansrtevp. Mr. Lucas, you will not only not go to Leavenworth, 
but we will see that your letter does reach Mr. Dis Salle. 

Mr. Curtis? 

Mr. Curtis. I think it is very valuable to get ~ presentation from 
people like you who are right on the firing line, because if it doesn’t 
make sense to you, it is not going to work. 

I would like to have Mr. McCormick who, incidentally, is not the 
forty-second assistant of Mr. DiSalle, but who sits right next to him, 
comment on that. 

Mr. Lucas. I want you to remember that there is no criticism, 
gentlemen. 

Mr. Datmas. Mr. Chairman, I would like to bring out one or two 
things for the record from Mr. Lucas, if I may, sir. 

You are complaining about the categories ‘ 

Mr. Lucas. Yes, sir. 

Mr. Datoas. Isn’t it a fact that hardware, as such, falls into certain 
natural categories, like household ware, builders’ hardware, garden 
tools and equipment, and so on and so on? In other words, in your 
stock there are certain natural divisions that you don’t have to have 
this abnormality of having certain parts of your kitchenware in an- 
other category, and another part of your kitchenware in another 

vategory, mops, pails, cooking utensils, they fall naturally into house- 
hold supplies, don’t they ¢ 

Mr. Lucas. As I say, they have double boilers in one category, and 
single boilers in another category. 

Mr. Datmas. I mean, builders’ hardware is one, another, household 
supplies, another is carpenters’ tools, equipment, and so on and so on. 
They have certain natural divisions. 

I will state that for the record asa fact, Mr. Chairman. 

Now, in connection with your cash discounts. 

Mr. Lucas. Yes, sir. 

Mr. Damas. I think it is the practice of the business, as I have 
known it, not to take your cash discounts, or your seasonal discounts 
into account when you are marking the cost of your goods. Is that 
correct ¢ 

Mr. Lucas. That is right. 

Mr. Davmas. And the third thing is that on your mark-up, you are 
speaking of nails, barbed wire, and so on, and you have an ideal 
mark-up that you would like to obtain, but on your nails and barbed 
wire and things like that in a hardware store, they are like sugar in a 
grocery store, so your profit margin is very small. 

Mr. Lucas. That is right. 

Mr. Datmas. When you go to buy a ruler, a hatchet or a hammer, you 
buy them from different jobbers, and you may find one at $12 a dozen, 
another at $11.50, another at $11.75, and so on and so on, and then you 
will have an average cost there. 

Mr. Lucas. That is right. 

Mr. Datmas. That possibly you average out when you make your 
mark-up. 

Mr. Lucas. Yes. 

Mr. Datmas. Another point. When you figure your profit at the 
end of the year, as you have to do, you figure first the stock you have 
on hand, the amount of stuff you bought during the year, and your 
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sales, and what you paid out for expense, and one thing or another, 
and that is what vou pay your tax on. 

Mr. Lucas. That is right. 

Mr. DatMas. So it is very simple. 

Mr. Lucas. That is simple, that is correct. We don’t mind the 
taxes, because all of us have got to pay them. Now, on nails, let me 
make a hypothetical illustration on nails, they cost around $9.75, and 
we sell them for $12, that is $2.25 a gross. You make a dollar and a 
quarter there. On barbed wire you make $11.10, something like that, 
but what I was mentioning was the impossibility of looking at the 
invoice, not a question of highjac ‘king the people, sir. It is looking 
back 4 or 5 years, even looking back 2 or 3 months, and finding an 
invoice on a certain item before you put it down. 

Mr. Damas. Don’t you mark the cost on your goods 

Mr. Lucas. That is no good. You have to give the invoice date, the 
number, and who you bought it from. 

Mr. Datmas. Don’t most hardware merchandisers mark—— 

Mr. Lucas. It is looking up who you bought it from, the date of the 
invoice, and the number. 

Mr. Datmas. I am trying to arrive at a basis of cost for you. You 
mark your cost on that particular item ¢ 

Mr. Lucas. That is right. I say, in other words, you know that 
doesn’t hurt me, but it is looking up, for example, this invoice is No. 
10302607 of November 2, and finding an item in my store with that 
number on it, and that date on it, and I have got to be sure it is the 
last invoice. 

Mr. Datmas. In other words, you cannot supply OPS with the 
kind of charts that they ask for in that regulation. 

Mr. Lucas. I don’t believe anyone in Texas in a hardware store 
could look up the invoices on the thousands of items. I tell you what, 
sir, how I feel, if they would just—in other words, my place is the 
same as it went into effect, I would reduce everything in my store 10 
percent, rather than have this tremendous job of looking it up. 

[ went to Washington to say that I would help in keeping it down. 

Mr. Datmas. Would you like to file charts based on the cost you 
have marked on your merchandise in the store, and the sales price 
you have on that item? You could do it that way? 

Mr. Lucas. You could mark up everything except barbed wire, 
hog wire, and nails. You have a 50-percent mark-up on 97, which is 
3314 percent gross, and if you are lucky, and you work hard, 6, 8, or 
10 percent. 

Mr. Datmas. I am trying to find a simple way for you to file the 
charts. 

Mr. Lucas. Yes, sir. 

Mr. Datmas. How would you do that? 

Mr. Lucas. I enumerated the three methods. First, we have had 
a historical mark-up of 50 percent since before I was born, and 
Iam 40, and I will be 41 in July. That is the historical mark-up they 
had even before you were born. They have had it for hundreds of 
years, on practically every item. That is 3314 percent gross.. That 
would be one way you would do it. 

The second way would be to let the manufacturers tell us to 
sell it at 20 cents retail or 25 cents. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2099 





Then there would be the third way, instead of sending me this 
list, saying eliminate all nails, barbed wire, and so forth, they should 
say that T can't charge over 10 percent on nails, barbed wire, and 
not over 20 percent on “other items. 

In other words, I think you could get people qualified to give us 
a reasonable mark-up, and I could follow any one of those three. 

But it is looking up—here are three invoices, they all came in in 
November—and I can put five items down, and give you all of the 
invoices, and I don’t believe there is a man with the OPS who 
could find those five items in 1 hour. Then take five items multi- 

plied by, say, 8 to 10,000 items that they carry in the average small 
° ardware store, and you can see how impossible it is. 

That is what I am talking about. It is just like one of my com- 
petitors told me, he said, “I am not sleeping. I am not interested 
in the money, but I cannot do that.” 

I could give you three invoices all dated in November. 

Mr. Datmas. One more question on this mark-up proposition 
now on shelf goods. 

Mr. Lucas. Fifty percent. 

Mr. Datmas. And household ware and so on, 50 percent ¢ 

Mr. Lucas. Yes, sir. 

Mr. Datmas. But on your heavier floor stocks you don’t get that, 
on nails and stuff like that ? 

Mr. Lucas. About 10 percent. 

Mr. Damas. So you have a distinct separation in your stock profit- 
wise. 

Mr. Lucas. That is right. It would be so easy to follow, and I 
hope I have not imposed myself too much on you gentlemen. 

Mr. Mansrietp. Mr. Lucas, I will have a few things to say later, 
but first I would like to hear from Mr. McCormick and see what 
he has to say. 

Mr. McCormick. Mr. Chairman, the OPS is naturally glad to get 
this very sincere testimony on this problem. Amendment 2 to regula- 
tion 7, if is true, is difficult and a terrific burden for a hardwareman 
like Mr. Lucas. Mr. Lucas is not the first merchant who has brought 
it to our attention in the last week. But such testimony as his has 
come in, and we have recommended a change already. 

Mr. Lucas, have you in the past week or two contacted your local 
office of price stabilization 

Mr. Lucas. Yes, sir; and he told me to take it up with Washington. 

Mr. McCormick. To take it up with Washington. 

Mr. Lucas. Yes, sir. 

Mr. McCormick. Have you attended the meetings they have held? 

Mr. Lvcas. Yes, sir; two up here, I came up here twice. 

Mr. McCormick. And you es tried to do everything you can ? 

Mr. Lucas. Yes. 

Mr. McCormick. I will make one further suggestion in your par- 
ticular case, that we have one of our men who knows the business, 
the hardware business, come out and work with you on these invoices. 

Mr. Lveas. I will appreciate it, sir. 

Mr. McCormick. You know there has been an extension granted, 
and in the meantime I think one of our men could come out and work 
with you on this thing and see your problem, and at the same time help 
you on it. 
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Mr. Lucas. I would appreciate that, sir. : 

Mr. McCormick. In the meantime, the testimony you gave is very 
pertinent. 

Mr. Lucas. Just don’t send me to Leavenworth. 

Mr. McCormick. Don’t worry about that. Do the best you can. 

Mr. Mansrtevp. I have received communications from home alo 
the same lines as the testimony given by you this afternoon. I thin 
you have done this committee a service. I think you have done your 
industry a service. And I think furthermore that you have honored 
us by exercising your constitutional rights in coming before a com- 
mittee of the Congress and telling us in detail, without fear of con- 
sequences, and there won't be any trouble about it, but in coming 
before us and telling us just what your problems are. 

It is my hope that Mr. McCormick goes back to Washington late 
this week and that he will take what you have set up personally with 
Mr. DiSalle, and he will use your argument as a basis to apply to 
the whole hardware industry, insofar as it is small business. 

You have spoken from the heart, and you have shot straight from 
the shoulder. That is the kind of testimony we want to hear, and 
I wish more people in your circumstances would come, before us, or 
write their Congressmen and Senators, and tell them what the true 
story is, because then we will be able to do we racer + We need the 
evidence, but to think of a small-business man employing three or 
four people, having to do what you have indicated has to be done 
with six, seven, eight, or ten thousand articles, that is a little bit 

reposterous, 

I think the three suggestions which you made are very worth while, 
and I ar quite sure, Mr. McCormick, that you will call them to Mr. 
DiSalle’s attention. 

I wish on behalf of the committee that you would dig Mr. Lucas’ 
letter out of the file, if it is in the file, and see that it is personally 
taken up with Mr. DiSalle. 

Mr. McCormick. I will be glad to do that. 

Mr. Lucas. I would like to mention one other thing, and then I will 
get out of your way. I don’t think—I don’t care anything about 
money, but I want to mention this about myself. I mentioned to you 
what I have done, and how far I had gotten. We had, and as I say, 
this is not material, but I just want to show how I am not a hypocrite, 
and it is not entirely selfish, but I hope you gentlemen don’t feel it is 
because I don’t think so. ; 

When we had the sleeping-sickness epidemic in St. Louis, you all— 
and I say “you all,” and some of you boys are from the North, but I 
have lived in California, and they would laugh at me for saying 
“vou all,” and so forth, but I was the only man in the United States 
that volunteered as a guinea pig. That was in nineteen-hundred-and- 
thirty-something. I offered my services without fear of consequences 
to see if we could find how encephalitis, which is sleeping sickness, 
was caused. 

By the way, I ran for legislature after that, and that fact was not 
mentioned. This is the first time it has ever been mentioned publicly. 

I want you to know that there are some things worth more than 
money, and I think there are some things all of us value more than 
money. My business is just a small thing, and I know that others 
are suffering the same hardship I am suffering. Therefore, the reason, 
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as I say, I will make it, I can do like the others, write down a few 
articles, and every time the fellow with the black bag comes in, gentle- 
men, I am guilty. I don’t want to do it. I want to stay within the 
law. All 1 ask for is that you gentlemen have a heart. 

Mr. Mansrtetp. You have done this committee a service, and | 
have the strong feeling that you have done the small hardware dealers 
throughout the country a service as well. 

Thank you. 

Mr. Duff will be the next witness. 


STATEMENT OF EDWARD W. DUFF, OFFICE MANAGER, UNIVERSAL 
MONO-TABULAR CO. 


Mr. Durr. We are what you might be called—— 

Mr. Mansrievp. Will you give us your name and your business, 
please. 

Mr. Durr. My name is Edward W. Duff, and I am office manager 
for the Universal Mono-Tabular Co. 

We are what you might call a small-business concern. It is a cor- 
poration, and it was organized here in Dallas, with a capital invest- 
ment for $50,000. 

This corporation was‘organized for the sole purpose of presenting 
to the graphic-arts industry a piece of equipment that was developed 
by a local party, that we have thought had a great deal of merit, in- 
asmuch as it offered the industry a “considerable savings in time and 
materials in the composition of ruled forms. 

Prior to the time that this piece of equipment came out, the method 
of printing rule forms that was universally used in the industry 
was by the use of solid strips of metal, and a form of any kind coming 
into the plant would be made up with the down lines in one form, 
and another form made up with the cross lines across the other way. 
These forms were then put on the presses, and one impression made, 
and then the reverse form put on, and the overimpression made. 

The result of that was that there was a considerable amount of 
linotype metals and labor and double press runs tied up in those 
forms. 

Now, as a matter of fact, the big item in the printing industry today 
is forms. We know that we cannot do without forms, and that goes 
for the Government, right on down the line. 

Now, since this equipment has been brought into use, which has 
been in the period of 10 years, we have standardized that piece of 
equipment in practically every big sales-book plant, and leading typog- 
raphy plants in the United States, including coming on down’ from 
the Moore Business Forms, Standard Register, Egry, Autographic 
Register, and Uarco, and on top of that, the equipment is now in 
use in a great many vocational, institutional, and penal institutions, 
quite a few in the Government and Army printing plants, and so 
forth. 

Now, in order to work out this system the way it was done was a 
system of using insert rules going into the cross rules whereby the 
second form was completely eliminated. It was a method of measur- 
ing out where the vertical lines were required, and setting a tabula- 
tion there, and punching a hole, and inserting a small piece of copper 
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wire. ‘That copper wire has to be made very precise. It has to stand 
up exactly through 0.041 throughout. 

There wasn’t any plant in the United States that could hold it to 
the specifications or make it for us. We went further and developed 
our own machinery to extrude that product. 

Well, it has been, as I say, very successful, and most all of the big 
firms are using it, and in order to do that we have required approxt- 
mately 1,000 to 1,500 pounds of hard-drawn copper wire per month. 

Now we go through our suppliers, which is an intermediary, the 
Metal Goods Corp., for that material, and it is drawn by the Anaconda 
Copper Co., at Sycamore, Il. 

We have had no previous trouble with it, except during the last war 
when there was shortages, and on appeal to the War Production Board 
we were granted an allocation, and on top of that I will say that the 
particular machine was recognized by the War Production Board as 
being a time- and labor-saving device to the extent that we were, 
so far as I know, the only people in the industry who were allowed 
to manufacture a limited amount of equipment against the freeze 
orders, which all printing equipment was frozen to the manufacturer 
under. 

We were allowed to do that because these machines were termed 
vital, and consequently a limited amount was allowed to be made, 
provided they were sold in the defense industries, which was done. 

Now, then, the new regulations come out, and we are caught in the 
switch. As I say, we are a small organization, but we are in a posi- 
tion where we serve a tremendous industry. 

Mr. Mansrtecp. What regulation did you refer to? 

Mr. Durr. Pardon? 

Mr. Mansrrtevp. What regulation did you refer to? 

Mr. Durr. To the minerals and coppers, those that come under 
the DO-97. 

Now, at the present time, we placed orders last year, at the sug- 
gestion of our dealer, to cover it, so those orders were placed, and de- 
liveries were set up for November, a limited amount, and the total 
ran about ten or twelve thousand pounds, which was enough to suffice 
the entire industry for approximately a year. We took the delivery, 
but nothing happened. So we got busy sad appealed the delivery 
dates, and we got a letter back saying there was no set-up to take care 
of us, that the only set-up was for defense orders, and that the mills 
were doing their honest best to take care of the people that could not 
quilify for direct defense orders. 

So we are a very small potato in that, you know, when you get to 
talking about 500, or rather, about 1500 pounds of copper wire, that 
is not much. So the result is through our own efforts and pleading, 
and so forth, we have gotten a very nominal-amount. At the same 
time, we don’t have 1 pound of wire, raw stock, in our plant, and 
very little finished material. 

We are getting orders coming in every day, running into a con- 
siderable amount, but not in excess of their normal usage, that we 

cannot fill. 

We are getting telephone orders, “We have got to have this ma- 


terial.” 
We are the only source of supply for that material in the world. 
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Mr. Mansrievcp. Mr. Duff. had you been getting your copper wire 
through legitimate channels? 

Mr. Durr. Through which ¢ 

Mr. Mansrtevtp. Through legitimate channels. 

Mr. Durr. Strictly. We never bought a pound except through our 
recognized dealers. 

Mr. Mansrtevp. Do you have a DO order ¢ 

Mr. Durr. The DO orders, as they affect—you are talking now 
about a straight DO defense order? No, sir, we ave not in line for 
that. We do not do direct Government or defense work, but we do 
supply the materials that are necessary for plants that are doing that. 

Mr. Mansrievp. And your requested order for a year would amount 
to about 6 tons of copper wire, 12,000 pounds ¢ 

Mr. Durr. From twelve to fifteen hundred pounds a month, that 
would be twelve to fifteen thousand pounds a year. 

Mr. Mansrievp. Mr. Curtis? 

Mr. Curtis. No questions. 

"Mr. Mansrievp. Mr. Dalmas? 

Mr. Dataas. I just wondered, Mr. Duff, whether or not this DO—97 
would be of any help to you. 

Mr. Durr. No, sir, because we cannot originate the DO—-97, we can 
pass it on from our customers, which we have done, but that does not 
get the material, because the mill says, “We don’t have the copper, 
we don't have that material, we can’t supply it.” But yet it is being 
supplied to other industry. 

Mr. Daumas. Just how does your material support the defense 
program ¢ 

Mr. Durr. Well, I will put it this way, that I don’t know of a 
single item that is on the market, or a single piece of equipment that 
is being built for defense, that does not have some manner of ruled 
form work for records tied in with it, therefore, wit aout those records 
and without that form, they could not operate. 

Now, then, going back to the sales book companies, during the last 
war there was a big volume of their work that was strict defense 
printing. Take your ration books, and things like that. 

Mr. Daumas. What about this emergency, 1 am speaking of your 
customers now, what about this emergency‘ How do they fit in? 

Mr. Durr. At the present time we have not come to the point where 
1 could give you a definite answer as to what any particular plant is 
doing, but based on our experience in the past, we do know that a great 
amount of work being done is defense plant work. 

I do have in our files some orders that carry a straight DO 22 or 2: 
rating, and those, of course, we take care of them right away. 

Mr. Daumas. You sell exclusively to printing establishments / 

Mr. Durr. That is right, te the graphic arts industry, that is right. 

Mr. Darmas. And you believe as time goes on your particular 
process will be of importance to the defense effort ? 

Mr. Durr. Why, I think it is at the present time, sir, when you 
consider that whenever an industry changes its method of composi- 
tion, and it would be impossible for him to go back to the old way, 
and if it were possible for him to go back to the old way, there is 
nothing accomplished, because they would use more basic material 
under the old method than they are doing under this method. 


> 
) 
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Mr. Datmas. Have you filed with NPA an application for a hard- 
ship case ¢ 

Mr. Durr. Not a formal application, no, sir, because we were ad- 
vised until what they call the CMP plan went into effect on July 1, 
and which plan we are sure we can qualify under and defend our- 
selves under—but the proposition is now that we are in a tight spot. 

Mr. Damas. The CMP plan would not help you any more than 
you are being helped at present, because that is a strictly defense and 
defense supporting program. 

The rest of the material is an open end plan, and the rest of the 
materials are in the free market. 

Mr. Durr. That is right. 

Mr. Datmas. What they set aside for defense and supporting pro- 
grams, that is one thing, but unless you can qualify as a supporting 
industry, you would not qualify under the proposed CMP plan. 

Mr. Durr. That, of course, is our thought in the matter, that we 
could qualify as a supporting industry. 

Mr. Davmas. Well, it seems to me, sir, and Mr. Chairman, that this 
is a matter for a hardship case, and it ought to be worked out with Mr. 
Bartlett of the NPA. as well as the local NPA office. 

Mr. Mansrrevp. Mr. Duff, I will call your attention to the fact that 
at the present time the commodity you are interested in is in very 
short supply, because we lack 500,000 tons of copper a year. 

As a result of action taken by the Senate last week, there is a confer 
ence now between the House and Senate relative to the lifting of the 
2 cents a pound excise tax on copper from abroad. I am quite certain 
in my own mind that within the next week or 10 days an agreement 
will be reached by the conferees and that that tax will be suspended, 
and it may mean that more copper will come into this country. 

I think that Mr. Dalmas is correct, at the present time your onl) 
hope would be on a hardship basis, and I suggest that you get togethe1 
now with Mr. Bartlett, and tell him and his regional director you: 
troubles, and see what can be worked out. 

Mr. Durr. Thank you. 

Mr. Mansrievp. Thank you very much, Mr. Duff. 

Our next witness will be Mr. E. O. Haltom. 


STATEMENT OF E. 0. HALTOM, SALES MANAGER, DALLAS TANK 
CO., INC., DALLAS, TEX. 


Mr. Mansrietp. Will vou give us your name, and your business, 
please. 

Mr. Haurom. Yes, I will. 

I am E. O. Haltom, Dallas Tank Co., Dallas, Tex. We are fabrica 
tors of plate steel products generally used by the natural gas industry, 
chemical plants, pipelines, oil and gas industry, etc. This market, 
although requiring great quantities of our products, is nearly stagnant 
since our ability to secure steel plate has been greatly curtailed, in 
fact, cut off to all practical purposes. 

Our only hope for continuing in business is to secure Government 
contracts covered by either DO’s or directives. A previous witness has 
pointed out the situation on prime contracts wherein it is almost im 
possible to develop quotations in the time allotted. I am sure that 
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“primes” who normally supply certain items have previous cost rec- 
ords, drawings and specifications readily available that permit the 
preparation of bids within the short time usually permitted. 

I might emphasize that the data supplied by the Department of 
Commerce relative to bid invitations and to contract awards is ap- 
parently well prepared, but unfortunately it has not been helpful to 
date in securing business. 

The Contract Award Summary published weekly has been closely 
scanned and each prime contractor (usually a large corporation) has 
been contacted with a solicitation for subcontracts. To date, in every 
case where our inquiries have received the courtesy of a reply the 
primes have advised that the award does not exceed their ability to 
produce. Undoubtedly, like our fading bureaucrat suggests, their 
schedules are probably set up over a 7-year period (or longer) so it is 
quite possible in their eyes that they can handle adequately. In the 
meantime, excellent facilities and experienced personel are without 
orders or materials on which to work. 

Plate steel tonnage today is allocated by the mills, between civilian 
and defense production. Civilian production is not to be considered 
since only about 25 percent of the steel mills’ capacity is allocated to 
these items. Big business, you may rest assured, exerts enough pres- 
sure to obtain this available material. A conservative estimate of our 
capacity is between 8,000 and 10,000 tons, and unless we secure direc- 
tives, I seriously doubt that we will receive over 2,000 to 3,000 tons per 
year. 

We need defense orders with either DO's or directives to get the 
basic material required to stay in business. We are willing to bid 
on Government work and we are willing and able to negotiate prime 
or subcontracts on Government work. Any steps your committee 
can take to make available Government business to plate steel fabri- 
cators will greatly assist countless small concerns such as ours to 
maintain this country’s flexible productive capacity so greatly needed 
for both a peaceful and a war economy. 

Thank you for your kind attention to my remarks. 

Mr. Mansrre.p. Mr. Curtis? 

Mr. Curtis. Just one question. Have you been in consultation with 
your local NPA people on this? 

Mr. Haurom. I have talked with them on several occasions, and 
they are most helpful. They have suggested that I follow these 
contract awards and invitation bid forms, which we get every day. 
They are published, and we can sean them and follow them through. 

Mr. Curtis. That has not produced results yet in the way of con- 
tracts ¢ 

Mr. Hatrom. I have not received order No. 1 yet. 

Mr. Currts. Have you had your plant surveyed for what you are 
capable of doing ¢ 

Mr. Harrom. Oh, yes, I have been to Washington on the civilian 
mobilization program, and we are tentatively set up for work of that 
nature. But we do need something to tie us over until these long- 
range plans become complete. 

Mr. Curtis. I appreciate your problem, but I just wanted to get it 
complete. Thank you. 

Mr. Mansrtetp. Mr. Dalmas. 
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Mr. Dacmas. I just wanted to ask Mr. Haltom what his average 
yearly tonnage is, if you don’t mind stating it for the record. 

Mr. Havrom. Our average yearly tonnage has been in the past 
about from 4 to 5 thousand tons, sir. That does not in any way rep- 
resent our capacity. If you are familiar with, and I am sure that you 
are, the steel situation, none of us fabricators have been able to secure 
the quantities of tonnage that we have wanted for a number of years. 

Mr. Datmas. What percentage were you able to secure during 1948 
and 19497 

Mr. Haurom. In 1948 and 1949 if we could secure all the tonnage 
that there was business available for at any time, there was no business 
available, and consequently the steel mills are ready to supply you, 
of course. 

Mr. Damas. What size plate do you use, thickness ¢ 

Mr. Havrom. I scosianl some data on that. In the past 5 years we 
have ranged from three-sixteenths to 1 inch, five-eighths, and from 
36 inches to 152 inches wide, I believe, in long plates, of course. 

We build big, heavy-pressure vessels for chemical plants and gaso- 
line plants and refineries. 

Mr. Daumas. Well, are any of your customers, past or present, 
engaged in defense work ¢ 

Mr. Hatrom. No, sir. 1 don’t believe that oil refineries and chemi- 
cal plants as yet are allocated under the DO program at all, as you 
well know. They are not even set up under the DO’s, to my know!l- 
edge. 

Mr. Damas. Some of the chemical plants are, but 1 don’t believe 
the oil industry ts. 

Do you know of the Petroleum Administration for Defense and 
their program for oil? Are you familiar with that ¢ 

Mr. Haurom. Yes, sir. 

Mr. Daumas. And you are also familiar with what is becoming of 
most of the plates at the present time / 

Mr. Haurom. Yes, sir, I know that quite a bit of it in this area is 
going to pipe. 

Mr. Datmas. A good many are going into pipe, but the Defense 
Department, NPA and the defense agencies do have a very heavy 
program now on the rebuilding and building of freight cars. 

Mr. Hauvrom. Oh, yes. 

Mr. Datmas. And ore vessels, among other things. 

Mr. Havrom. Yes, that is right. But I still think that you could 
perhaps get some relief through NPA. 

Mr. Datmas. Yes, I think that you could get relief through NPA 
as a hardship case, in order to keep your plant operating until you do 
get defense orders and continue somewhat with your civilian pro- 
duction. 

Mr. Haurom. Well, sir, there is plenty of business available, if we 
can get the steel for it, but just to give you a little sidelight which I 
think is important, one of the mills only just recently pointed out that 
25 percent is available to people who have been set up on this volun- 
tary allotment plan in July. Incidentally, we don’t have years in 
the past history that big business does, when they set up their allot- 
ment, DO orders are now scheduled back into October. In other 
words, if we were to secure a DO order without a directive it would be 
an October order, on this particular mill. 
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Mr. Damas. Thank you. 

Mr. Mansrtetp. Mr. Haltom, it would appear to the committee that 
very likely your best bet would be to sit down right now with Mr. 
Peterson of the Petroleum Administration for Defense, and with the 
representative of NPA, and if you will take your case up with them 
it may be possible that something can be worked out, if you will do it 

right now, I think that is the time to do it. 

Mr. Haurom. Thank you very kindly. 

Mr. Mansrieip. Thank you, sir. 

Now, gentlemen, this brings the hearings in Dallas to a close, but 
before the committee adjourns I want to express the committee’s 
thanks to the Dallas Chamber of Commerce for helping to make these 
arrangements. 

The committee also wants to express its thanks to the representa- 
tives of the Government agencies who have been so cooperative, not 
only today, but in all the hearings which the committee has held over 
the past six weeks, and the committee also thanks those who appeared 
before us and presented their problems. 

The meeting is now adjourned. 

(Whereupon, at 4 p. m., the hearing was adjourned.) 
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PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


THURSDAY, MAY 3, 1951 


Howse or REPRESENTATIVES, SUBCOMMITTEE NO. 1 
OF THE SeLect CoMMITTEZ ON SMALL Business, 
Houston, Tex. 

The subcommittee met, pursuant to notice, at 10 a. m., in the poy 
room, Chamber of Commerce, Houston, Tex., Hon. Mike Mansfield, 
of Montana, presiding. 

Present: Representatives Mansfield (presiding) and Thomas B. 
Curtis, of Missouri. 

Also present: Victor P. Dalmas, executive director of the select 
committee staf ; and Jeremiah T. Riley, of the staff. 

Present representing Federal agencies: Mr. John S. Bartlett, field 
representative, and Warren G. Brown, National Production Author- 
itv: Walter J. O'Connell, manager, Office of Small Business, Recon- 
struction Finance Corporation ; Lt. John Flickinger, Munitions Board, 
Department of Defense; Perry A. Peterson, Petroleum Administra- 
tion for Defense: William T. McCormick, deputy special assistant to 
the Administrator, Office of Small Business, Economic Cooperation 
Administration; Leo H. McCormick, assistant to the Administrator, 
Office of Price Stabilization; and C. O. (Dick) Edens and Randolph 
M. Jackson, General Services Administration. 

Mr. Mansrieip. The meeting will come to order. 

This is a meeting of the House Small Business Committee, held for 
the purpose, not of awarding contracts, but of finding out what the 
problems of small business are, and of seeing what can be done to be 
of assistance to you. 

The members of the committee are Mr. Thomas Curtis, Republican 
of Missouri, on my left, Victor P. Dalmas, executive director, on my 
right, and my name is Mike Mansfield, and I am a Democrat from 
Montana. 

We have also with us a number of Government representatives of 
agencies who will be introduced to you by Jerry Riley. At this time 
will you introduce the Government representatives who are here, Mr. 
Riley. 

Mr. Riney. Yes, thank you. 

First, we have Lt. Joan Flickinger from the Munitions Board. 

Next, we have John S. Bartlett from the NPA. 

Mr. Bartietr. We also have the local manager of the United States 
Department of Commerce, Mr. Warren G. Brown. 

Mr. Ritey. Thank you. 
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Then to the right we have Leo McCormick, assistant to the Director 
of the Office of Price Stabilization. 

Next, we have Walter J. O'Donnel from the Reconstruction Finance 
Corporation, the small-business manager. 

Next, we have Mr. William T. McCormick from ECA. 

Then next we have Mr. Perry A. Peterson, from the Petroleum 
Administration for Defense. 

Next, we have Mr. C. O. Edens and Mr. Randolph M. Jackson of 
the General Services Administration. 

Mr. Mansrievp. Thank you. 

Is Mr. Ross Stewart in the room / 

Mr. Srewarr. Yes. 

Mr. Mansriexp. I believe you had a few words you wanted to say. 

Mr. Srewarr. Yes. 


STATEMENT OF ROSS STEWART, CHAIRMAN OF ARRANGEMENTS 
FOR SMALL BUSINESS COMMITTEE HEARING, HOUSTON, TEX. 


Mr. Srewart. The first thing I want to do is to welcome you gentle- 
men here on behalf of the chamber of commerce, and particularly on 
behalf of the small business group. I do not think you are going to 
have any trouble out of this particular group here. . 

This reminds me of the fellow, when he found out that the doctor 
thought he was going to die, he called in a preacher and the preacher 
says, “Have you made the peace with the Lord? Have you denounced 
the devil?” And he said, “I have made my peace with the Lord, but 
in the position I am in, I am in no position to get in an argument with 
anybody.” |Laughter. | 

So I don’t think you will have any argument with these fellows here. 

It may be appropriate to give you fellows a sort of a background 
of this particular community that you are dealing with. 

In this trade area there are some 800,000 people and 1,300 manu- 
facturers, and, of course, our industry is built around the natural re- 
sources, as they are in pretty near any community which you fellows 
have been in. 

The natural resources in this area, I guess you would head them up 
by stating them in the following way: oil, natural gas, sulfur, timber, 
cattle, rice, cotton, truck transportation. 

The manufacturing development around these natural resources, 
naturally, has to do with refineries, pipeline production, chemicals, and 
that takes in the heavy chemicals, plastics, rubber, paint, and related 
items. Then we have refinery supplies, of course, used in connection 
with the refineries, and pipeline supplies, production supplies, chemi- 
cal supplies and, of course, the normal line of retail and wholesale 
distribution, and such things as are related to these manufactures, 
such as contractors, building, fabrication of all sorts of things. 

However, you do not have a community that you would normally 
find in a place like Cleveland, Detroit, or Chicago, the large industrial 
centers, but nevertheless our problems in small business are equally 
as keen, and I am certain that you are going to have interesting dis- 
cussions from some of these gentlemen here who are small-business- 
men. 

There are a lot of them here in this community, and this is a small 
representative group that has been invited to come and discuss their 
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problems with you. There will be more coming along later, as I under- 


stand. 

I think that about concludes my statement. 

Thanks again for coming here. 

Mr. Mansrrevp. Thank - you, and thank you on behalf of the com- 
mittee for making the fine arrangements you have for the holding 
of this Small Business meeting this mor ning. 

Before we call the first witness I would like to call the attention 
of the audience to the fact that we do have a large number of small- 
business men here who want to be heard today. The committee would 
appreciate it if you would confine your remarks to not more than 
10 minutes. 

The committee will be glad to accept any statements you wish 
to have accompany your remarks. I wish those to be heard first 
will keep in mind that there are others coming afterward. ‘The list 
is large, and we would like to finish them all. 

Now, our first witness will be Mr. George Nalle. 


STATEMENT OF GEORGE S. NALLE, JR., PRESIDENT, NALLE 
PLASTICS, INC., AUSTIN, TEX. 


Mr. Mansrievp. Now, Mr. Nalle, will you take a seat to the right 
of the reporter, and give him your name, your address, and your 
business ¢ 

Mr. Natie. All right, sir. I think I can probably simplify that 
by asking Mr. Arthur to pass out a little prepared statement that 
1 have here. 

Distinguished Congressmen, Washington visitors, and gentlemen 
of the press, as a fourth generation Texan and a small manufacturer, 
I would like to reiterate the welcome that was given to you to the 
State of Texas. 

Since the Korean War started I have made three trips to Wash- 
ington and other Government buying offices in a futile and frustrat 
ing attempt to get military contracts. I have concluded that with 
the Government infiltrated with the minions of biz business, from 
Wilson down, that there is little or no chance for a small company 
to get Government work. 

I would like for the gentlemen to have samples of some of the 
things that we are making in Austin, and I would like to extend a 
personal invitation to you, Mr. Mansfield and Mr. Curtis and the 
rest of the committee, and the Washington visitors, to visit my plant 
and see what I am up against. 

On January 19 I testified, in Washington, before the Senate Small 
Business Committee. I laid before them my difficulty in obtaining 
Government contracts. I told them how the allocation of the better 
part of the production of styrene monomer to the big rubber com- 
panies had so curtailed my supply of styrene that I was being forced 
out of business. 

Some 11 plastics men testified with me, including Mr. Joseph 
Finger, who I believe is next on your program, and as a result, either 
of our testimony or of the rubber program bogging down, the over-all 
picture of the polystyrene supply has very slightly improved. Our 
over-all supply picture has had a microscopic increase. 
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Upon my return from Washington I found that the Jones & 
Laughlin Steel Co. would not accept our orders for spring wire. 
Unfortunately, steel is almost as important to us as plastic, since 
we must have it to make our clothespin springs, as well as dies anc 
molds. 

You have samples of those clothespins before you, and you can 
see there is no other way to hold them together. 

Now, gentlemen, clothespins represent about 70 percent of our 
business. I have had some six exchanges of telegrams and four 
exchanges of letters with Senator Sparkman’s Smal! Business Com- 
mittee concerning spring steel. 

At the conclusion of this mighty correspondence, we still had no 
steel wire, nor are we even on the right track toward getting any. 
There could not possibly be a steel shortage. If there is, how is it 
possible that in the first quarter of this year the giant automobile 
companies made more cars than in any 3 months’ period in the entire 
history of the industry? It just simply looks to me as if Big Steel 
has decided to give only to the giant companies, all of whom are 
probably controlled by the same group of stomach-ulcer boys on Wall 
Street. 

We small companies are thereby to do without our fair share of 
steel—we are penalized because our past buying record has been small, 
and we cannot support a big Washington lobby. 

Now, is it right for these big companies to be getting materials and 
running above normal production, when we are cut back to almost a 
fatal extent? I don’t think so. 

Thus we are forced to ask for your help, and gentlemen, it is pain- 
fully slow in coming. 

The situation as of now is this: 

Government contracts are simply not available to us. Steel is di- 
verted to big companies. Big Steel says to get NPA ratings. NPA 
doesn’t answer letters. The Senate Small Business Committee care- 
fully answers all communications with a noncommittal runaround. 

You gentlemen of the House Small Business Committee have told 
the poor voters that you are helping small business, and that you are 
going to help us, and our people believe that, and they are depending 
upon it. Gentlemen, have you told them the truth? I surely hope 
that you have. 

The Senate Small Business Committee is so tied up in red tape, 
committee rules, and bureaucratic tyranny that it is absolutely im- 
potent. 

Therefore, I must appeal to you on behalf of my small company for 
immediate and effective assistance. 

My business is 70 percent shut down for lack of one carload of steel 
wire. Seventy percent of my production is at a dead standstill, 
closed down. 

To borrow a phrase from the next president of the United States, 
perhaps, “Small businesses do not die, they simply pass away for lack 
of materials.” Can you? Will you? Gentlemen, are you able to help 
me get one carload of steel from the Jones & Laughlin Co. or any other 
steel company that can furnish us with the required material. of 
0.072-inch diameter, with from 130 to 160 tensile strength, so that I 
can make clothespins until such time as the advantages of our facili- 
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ties.can be made available for Government work, which we are ear- 
nestly desirous of doing. 

Thank you for listening to me, gentlemen. 

Mr. Mansrtetp. Thank you, Mr. Nalle. 

Now, Mr. Curtis. 

Mr. Curtis. First of all, Mr. Nalle, on your polystyrene, where is 
your normal supply coming from here ? 

Mr. Nauie. My normal supply of polystyrene is from the Monsanto 
Chemical Co. and to a lesser degree from the Dow Chemical Co. 

Mr. Curtis. There are only a few manufacturers of polystyrene, are 
there not ¢ 

Mr. Nate. That is correct, Dow, Monsanto, the Bakelite Corp., and 
Koppers Corp. Who else is there, Joe ? 

Mr. — That is about all. 

Mr. Nauix. That is about all. 

Mr. Curtis. I see. Have they cut you down on a percentage basis? 

Mr. Nauie. They have cut us down on a percentage basis; yes, sir. 
The picture is, briefly and quickly, this: 

The styrene monomer has been channeled into the synthetic rubber 
program. That synthetic rubber program has been cut back only 5 
percent by Government edict, but due to a slow-down or a bogging 
down, it has gone back still further, and styrene is not my gripe at 
the present time, because I feel that there is a shortage and that the 
big companies, the producers of styrene, are allocating it fairly and 
squarely as the supplies are available. 

Mr. Curtts. I see, in other words, your bottleneck is the steel wire 
on your clothespins ? 

Mr. Natie. Sir, my complete and absolute destruction is the lack 
of steel wire. 

Mr. Curtis. How long has your company been in existence? 

Mr. Nautite. My company was organized by my father and myself 
in 1946, after the two of us had been released from the armed services. 
He served 5 years in the Quartermaster Corps, and I served 4 years 
and 6 months and 1 day in the good old Air Corps. 

Mr. Curtis. So your company has a historical background of pur- 
chasing steel wire / 

Mr. Natxe. Sir, that is what Jones & Laughlin puts the bee on us 
for, they say that our past purchases are not big enough, so they don’t 
give us anything. 

Mr. Curtis. That is not a correct answer on their part, I will tell 
you right now. What have you been buying in the past 2 or 3 years? 

Mr. Nauie. All right, sir. I have sent a detailed list of exactly 
what my past purchases have been to NPA, and also to the Senate 
committee, and I shall be pleased to send one to you, and I will appre- 
ciate the information. 

In the past, up until 1946, or 1947, we got our springs already fab- 
ricated. Then we finally got big enough to where we could buy our 
own fully automatic spring-winding machines, and now we make 
springs ourselves, and started buying the wire. We had started with 
Roebling, but we found Jones & Laughlin was cheaper. 

In 1950 we bought one 40,000- pound carload of spring steel wire 
from Jones & Laughlin i in August, and that carload, by the way, was 
ordered well before the Korean War started, and in January of that 
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same year we bought 20,000 pounds from them. So 60,000 pounds for 
ae a year is what we have bought. 

Curtis. In other words, you are a growing company, so it 
ia | have been consider ‘ably more, perhaps, than the preceding year, 
is that correct ? 

Mr. Natie. Every year we have increased. First we bought the 
finished spring, then we bought machinery to make our own springs, 
and we have increased, and with your assistance we will increase still 
further, we are definitely on the upgrade to build a good and success- 
ful business. 

Mr. Curris. We certainly want to see that continue. Now, I have 
one final pape > along that line: Has Jones & Laughlin answered 
your letters, or has this been through phone conversation ‘ 

Mr. Nae. Tt has been both, sir. We have been told by Jones & 
Laughlin that our purchases last year were not big enough to give us 
a car of steel wire until sometime in the latter part of this year. 

Well, in the meantime we are 70 percent shut down. 

Mr. Curris. And you say that you have been unable to get answers 
from NPA, is that correct ? 

Mr. Natur. That is absolutely correct. I have only written NPA 
twice, but NPA doesn’t even manage to get around to answering 
anything. But what is the difference unless they are going to do 
something ¢ 

Mr. Curtis. Well, Mr. Chairman, I think after Mr. Dalmas asks 
any questions that he may have, and yourself, that it might be well 
to have Mr. Bartlett of NPA, who is with us here today, comment on 
that. 

Mr. Natur. Well, sir, that is irrelevant. I want to work positively, 
not negatively. I want steel. I don’t care about the letters. 

Mr. Curtis. Well, I don’t care about the letters either, but I do 
care about this, NPA has been set up to handle those matters. Have 
you seen your local NPA man? 

Mr. Natix. No, sir. 

Mr. Curtis. Do you know who he is? 

Mr. Barrierr. I believe you come under George L. Mahlecebe 
They are located in the Bedell Building, 118 Broadway, San Antonio. 

Mr. Curris. You see, they are set up for just that purpose, to go to 
work on these problems, and one thing that this committee has suc 
ceeded in doing to a certain extent is to hurry up the program, and 
getting the field men out in the field and giving them sufficient au 
thority so that they can do something for you. 

Mr. Nauie. Mr. Curtis, let me say that we are at the point where we 
have reduced clothespins to a price level that we must buy in carload 
lots in order to be able to continue to do business competitively. We 
must be able to buy in carload lots, because we have reduced our price, 
and our prices are frozen. So a carload lot is what we need. 

This has been brought to the attention of the NPA by Mr. Walter 
Stolz, professional staff member of the Senate Small Business Com- 
mittee, and he got a letter back, or we got a letter back through him, 
in which they gave us a good run-around. That is all. . 

Mr. Curtis. Thank you. 

Mr. Mansrievp. Mr, Dalmas. 

Mr. Datmas. Mr. Nalle, we have had the pleasure of seeing you 
in Washington. am 
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Mr. Nauiz. That is right; and I want to thank you for the very 
cordial conference I had with you when I was up there in September. 

Mr. Daumas. You were looking for defense contracts. 

Mr. Nate. Yes, sir; which I have not been able to get. But that 
is not what I am asking for now. 

Mr. Datmas. Do you know whether or not the NPA has put clothes- 
pins in the category of nonessential goods, or whether they consider 
clothespins esse ntial. 

Mr. Nate. I don’t imagine you can consider clothespins being 
essential, but a housewife needs them, and she will be mighty unhappy 
if she cannot get them. But that is beside the point, as to whether 
they are essential or nonessential; the point is that we small businesses 
are being put to the wall, and those materials are going to the giant 
companies at our expense. 

Mr. Curtis. I might say that I agree with you there. 

Mr. Natie. Thank you, sir. 

Mr. Darnoas. I don’t know, Mr. Chairman; Mr. Nalle has one source 
of supply for steel wire, and under his situation it certainly would 
be a hardship case, and he is unable at the moment to get defense 
contracts, and the idea of the Defense Production Act is to assist 
and keep these small businesses in production, insofar as possible, 
until they do get geared into the mobilization program, something 
which has not been done yet. 

Have you filed? When you wrote NPA, did you put it on the basis 
of a hardship case, or what ¢ 

Mr. Nature. Sir, I only wrote } oo A once, and I told them the situa- 
tion. I have been dealing with NPA through Mr. Walter Stolz, of 
the Senate Small Business Committee, and all we get is just long 
letters that tell us nothing. 

Mr. Damas. I want to say for the Senate Small Business Commit- 
tee and its staff, Mr. Nalle, that if you are under the impression you 
are getting a runaround, or that they are inefficient, it is a different 
view than I have had. I think they are doing a pretty good job over 
there, and they are up against some of the same propositions we are. 

In other words, we cannot tell a steel mill to give you a carload of 
wire. If we did, we might be hurting some other small-business man 
in some other part of the country, when you got that carload of wire. 

We are not in a position of telling Jones & Laughlin or anybody 
else to do these things. 

We do have agencies that are set up for issuing direc poet and see- 
ing that small business gets material, and those are the National Pro- 
duction Authority—that is one of them—and the principal thing that 
we can do to help is to put pressure on them to see that these hardship 

vases are handled promptly and fast; and, as the chairman told 
you, we have been trying to get it out to the local level, where you do 
not have to go to W ashington or to the House or Senate Small Busi- 
ness Committee, but you go to your local NPA office and get results. 

That a what the committee 1s working for. 

Mr. Nauie. Mr. Dalmas, I certainly hope I can get results, and I 
will go ‘to them, but I feel sure that the results are going to be so pain- 
fully slow in coming that we will probably be in very. very bad condi- 
tion by the time we get them. 

Mr. Mansrtevp. Well, we have one of Mr. Fleischman’s assistants 
here, and I will ask him to take you in tow and see if he cannot get 
action from here on out. 
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Mr. Nauue. That would bea pleasure. That is what I am asking for. 

Mr. Mansrretp. You made some pretty strong statements here about 
what we said we were going to do. 

Mr. Nature. Yes, sir. 

Mr. Mansrtevp. I think if you will recall my opening statement, 
I said that the purpose of this committee was to find out what your 
problems were, and then try to find out the answers to them. 

This committee has been in operation for 2 months. We have been 
on the road 6 weeks. We have given our other important business, 
which affects our own districts, the set-aside, because you realize we 
have to run for election every 2 years, and we are trying to get over 
the country, north, south, east, and west, finding out what your prob- 
lems are. 

We do have a number of representatives with us from the various 
agencies who have tried, in many instances very successfully, to iron 
out the problems of the small-business man, and I want to agree with 
Mr. Curtis and Mr. Dalmas in what they have to say about the matter. 

Mr. Bartlett, I wish you would immediately meet with Mr. Nalle 
and his associates, and I wish you would also get on the phone and 
contact the NPA man at San Antonio to see what can be done on a 
hardship basis. 

Will you do that right away? 

Mr. Barrierr. Yes, sir. 

Mr. Nate. I want to thank you for your sincerity and your direct 
and forthright assistance, and I will greatly appreciate it. I hope 
I have not said anything to offend the committee. But I hoped also 
that I would say something to help get us some action. 

Mr. Mansrretp. You have not offended the committee. We are 
delighted to have had you. You have given us something to think 
about, and we hope that we can do something for you. 

Mr. Natie. Thank you very much. 


Mr. Mansrrevp. Mr. J. S. Finger. 


STATEMENT OF JOSEPH S. FINGER, PRESIDENT, CORRULUX CORP., 
HOUSTON, TEX. 


Mr. Mansrietp. Mr. Finger, will you give the reporter your name, 
your address, and your business, please. 

Mr. Frncer. Yes. I am J. S. Finger, president of the Corrulux 
Corp., Houston, Tex. I believe that is the initial information you 
wanted. 

Mr. Mansrrecp. What is the address of the corporation? 

Mr. Fincer. 410 Holmes Road, Houston, Tex. 

Mr. Mansrtexp. Before you proceed, I must apologize. I should 
have introduced Captain Erwin, of the United States Navy, who is 
the supervising inspector of Navy personnel. Will you come up and 
join the committee and the staff, please, Captain. 

Now, Mr. Finger, will you sit in that other chair, please. 

Mr. Fincer. Yes I will be glad to. 

Mr. Mansrrextp. Will you pardon me once again? I have a little 
statement to make. 

I would also like to introduce Mr. Edgar Duke, manager of the 
RFC in Houston. 
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Now, Mr. Finger, I note that you have a statement which seems to 
be reasonably lengthy, and that you have some additional material to 
go with it. If you wish, the rest of that material, if it is pertinent, will 
be incorporated with your remarks in the record, and the same will 
go for all other witnesses. 

In other words, we want to keep the statements down to a minimum, 
but all of your material will be included in the record of this hearing. 

Thank you, and you may proceed, now. 

Mr. Frncrr. Well, I want to start off by saying that I have a sym- 
pathetic feeling for my fellow Texan, George Nalle over here, but I 
would like to say that in our end of the business we have been most 
successful in obtaining cooperation from various governmental 
agencies. 

NPA has been very helpful, through Mr. Bates. 

You gentlemen at the table here have helped us make contacts, Mr. 
Mansfield and Mr. Dalmas, on the complaints that we have had, and 
which we have written to Washington on. 

The Munitions Board has given us considerable help, and so has 
the Senate Smal] Business Committee. 

There are, however, some problems facing the industry today which 
I would like to bring to your attention, things that small business is 
facing, so I will run through this presentation which I think will make 
it more concise. It will only take about 10 minutes. 

My company, the Corrulux Corp. makes reenforced plastic prod- 
ucts. That is a little bit different from some of the products that Mr. 
Nalle makes. This is an industrial product used for daylighting 
corrugated metal and asbestos buildings. 

It has been used by the Armed Forces, the Air Force, the Navy, and 
several other branches of the Armed Forces. It is used by heavy 
industry, steels, chemicals, and the like, as the means of providing 
a shatterproof daylighting panel for their industrial plants. 

In other words, this is a reenforced plastic, and it is an industrial 
product as opposed to a consumers’ goods product. 

We formed our company late in 1948. 

Our present assets are slightly oer $300,000 and we employ approxi- 
mately 90 persons. The problems facing my company are very typical 
of many small new businesses with whom I have been in contact. 

Under today’s national emergency, no businessman of any moral 
fiber expects “business as usual” or “profits as usual.” We expect a 
certain amount of headaches and hardships. We realize that it is 
very difficult to ride the two horses of partial mobilization and an ex- 
panded peacetime economy at the same time. But in our end of the 
Nation’s economy—chemicals—there have been two hardships brought 
about by the defense effort which undoubtedly have affected thousands 
of small businesses throughout the country. These hardships might 
have been prevented by more thoughtful planning by the Government 
witli the help of industry. These hardships are: (1) Material short- 
ages, (2) discriminatory taxes on small new businesses. 

In the interest of time—so that you can hear more businessmen 
here today—I am not going into great detail on these two points. 
The detail is covered in my written presentation which I would like 
to make a part of my testimony. I prefer instead to present the 
general problems and recommendations briefly—and to answer ques- 
tions you might have. 
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1. Material shortages: We realize the necessity of diverting stra- 
tegic materials to the Armed Forces and of stockpiling for essential 
uses. What the small-business man objects to is the helter-skelter 
programs—the carte blanche directives—which unnecessarily upset 
the Nation’s economy. Any upsets affect small business to a greater 
degree than large business. 

Here’s a typical example of such a program which affected the sup- 
ply of one chemical necessary to my business. It was my privilege to 
testify at the Senate Small Business Committee hearings in January 
on the impact of material shortages on the plastics industry. Ill read 
you one paragraph from Senator Sparkman’s report to Congress: 

An example which came to the attention of your committee was in the field 
of rubber, where the synthetic GRS and plastics-molding compounds are locked 
in a struggle for benzene supplies. All of the testimony given at the hearings 
indicated that a slight cut in the synthetic-rubber program for a short period of 
several months will suffice to keep an important industry in operation. While 
the Small Business Committee has not had an opportunity to examine all aspects 
of this problem, it now appears that the recommendation of the injection molders’ 
committee on national security with reference to the adjustment of the synthetic- 
rubber timetable is a sound one and an example of the sort of action which can 
be taken at this time to protect small business in many lines of endeavor. 


I think that is an important statement. 

Through the direct efforts of Senator Lyndon Johnson and the 
interest of several Representatives, this situation was brought to the 
attention of NPA and Charles E. Wilson, and the importance of the 
reinforeced-plastics industry to the direct military prog ram was 
pointed out. Within the past few days, relief has been obtained. But 
it shows how a well-meaning but hurried program aimed at one phase 
of mobilization can severely handicap another vital part of the defense 
program. 

There will be other material shortages soon. I recommend that 
those Government agencies charged with issuing regulations do the 
following: 

(a) Determine who will be affected. 

(6) Obtain advice and information from industry committees. 

(c) In conjunction with Munitions Board and military planning, 
determine a realistic timetable on procurement and stockpiling. It 
is the lack of a realistic schedule based on actual needs that is upsetting 
our economy more than an actual shortage of materials. 

In short, the small-business man just can’t stand several months of 
bumping around, either from a market or a financial standpoint. If 
vour committee will insist on the above program, many of our material 
shortage problems will never occur. 

2. Discriminatory taxes: The second problem facing my company 
and hundreds of other small companies which have been formed since 
1947 is a discriminatory tax law which threatens our existence, and 
this tax law was brought about by the defense program, we all know. 

We all realize the necessity of increased taxes to pay for defense»No- 
body is expecting profits as usual. The Excess Profits Tax Act on 
corporations—so popular among farmers and labor unions—was an 
easy out. But even in this act, old established companies were given 
the benefit of a profitable base period from 1946 to 1949. Even growth 
companies were given relief. But nothing was done for those com- 
panies who started in business after 1947. We have no base period; 
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therefore, we do not qualify for relief under any provisions of the 
recent act. 

Small new businesses, created since 1947, who have introduced new 
products, built new industries, created new employment, and con- 
tributed to the Nation’s economy are now paying the highest tax per- 
centagewise of any group of corporations. We are being penalized 
for getting into business. We are advancing the Nation’s strength 
and economy, only to watch the markets we have created taken over 
by old established businesses with a high EPT exemption based on a 
profitable period. 

We have never known excess-profit taxes as high as 38 percent. 

Companies with a small amount of assets have so little left over 
after taxes that it is virtually impossible to grow. As demand for our 
products increases, we must watch others grab the business. There 
aren't enough profits left to expand our plants to meet this demand 
which we have created for our new products. 

Small new companies created since 1947 urgently need tax relief 
for expansion—not war-created expansion—but normal expansion 
which comes from introducing successful new products, aggressive 
selling, and efficient management. A complete revaluation should be 
given to those profits which are now called excess but which are in 
reality the first returns for our risks and efforts. If we had obtained 
the same profits from 1946 through 1949, they would not have been 
classified as excess. But since we made them after we started in 1948— 
and we can show that the Korean situation had nothing to do with it— 
most of our profits are now called excess and are taken away. 

Again I would like to quote one paragraph from Senator Spark- 
man's report: 

Another such example which hits small business across the board with more 
or less equal force can be found in the field of taxation. While the Excess Prof- 
its Tax Act, recently passed by the Eighthy-first Congress, embodies many of the 
lessons learned from World War II experiences, it of necessity will bear more 
heavily on the young and growing businesses which have no historical profit 
base with which to meet the burdens of emergency taxation. Alternative methods 
for computing this tax liability have been provided within the law, but none 
will effectively reduce its impact on many small concerns. Even those firms which 
escape the excess-profits tax because of profits below $25,000, moreover, will not 
be exempt, for it seems inevitable that higher taxes will affect all companies in 
the very near future. Furthermore, it is these really small enterprises which often 
need all their profits to plow back into the business to meet their capital require- 
ments. Many studies have shown this reinvestment of profit to be the chief 
source of capital for sm: a businesses and, as the basic tax rate rises, the amount 
of profits remaining after taxation will be proportionally reduced. With taxes 
at increasingly high w: apts rates, it becomes more evident that no entrepreneur. 
however wise, will be able to meet his capital needs in this manner. 

I strongly urge that small, new businesses—those whose assets are 
less than $1 million and who are less than 5 years old, be given tax 
relief by allowing a certain portion of their capital ex xpenditures to be 
deducted from profits before arriving at their taxable income. If we 
can plow back a larger portion of our profits into plant and equipment 
than we can now, we can expand and compete with big business. After 
all, aren’t we after a competitive business system? Isn’t it the pur- 
pose of your committee to assure fair competition for the little fellow ? 

Here’s a chance for your committee to do something now for small, 
new businesses. The House Ways and Means Committee is now pre- 
paring another tax bill for early submission to the House for approval. 
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I urge that your committee use its influence to see that small, new 
businesses which are daily entering and contributing to our Nation’s 
economy are given a 5-year lease on life so that they can grow and 
compete. Under the present tax law we shall stagnate and die. I 
know of no better, no more realistic relief for new companies than 
to encourage their growth by allowing tax relief on their capital ex- 
penditures for plant and equipment. 

I happen to know first-hand that many Congressmen are sincerely 
trying to help small-business men. Unfortunately a large segment 
of the voters have a feeling that Congress is merely paying lip service 
to the little fellow. Here is a real chance to do something for us and 
remove all doubt. 

Mr. Mansrietp. Thank you, Mr. Finger. 

Mr. Fincrr. Thank you. 

Mr. Mansriexp. Mr. Curtis. 

Mr. Curtis. I want to compliment Mr. Finger on a very splendid 
and well-thought-out statement. 

I might say, of course, that he realizes in his very statement that 
the Ways and Means Committee is the committee that has cognizance 
over our tax laws, but he also points out very properly that this com- 
mittee of ours can exercise its influence with that committee, and I 
certainly feel that this committee intends to do so, and it has done 
so, and I might state that you have so well prepared your statement 
that our committee might have written it. We will pass that on 
to the Ways and Means Committee to demonstrate to them exactly the 
problem that new businesses are in. 

I think this is a fine statement, and thank you. 

Mr. Frneer. Thank you, sir. 

Mr. Mansriretp. Mr. Dalmas. 

Mr. Datmas. Mr. Chairman, I think in all probability, with your 
permission, that this statement will be toes to the full committee, 
with a request that a joint recommendation be made, particularly with 
respect to the tax position of new companies, to the Ways and Means 
Committee, and I would be hopeful that such a statement would have 
some beneficial effect. I do not have any questions. 

Mr. Mansrtevp. I should like to call to the attention of Mr. Finger 
the fact that beginning last Monday the Ways and Means Commit- 
tee in the House, the tax committee, started holding executive hear- 
ings to mark up the bill. Now, unfortunately, when a tax bill is re- 
ported out, it is reported out under what is known as a closed rule. 
In other words, no amendments can be offered to any part of the tax 
bill, if we do not approve it, and therefore the choice before us is to 
vote “yes” or “no” on the tax bill as it comes out. 

I would suggest to you and your associates to get together and make 
your wishes known again, if you have already done so, to the Ways and 
Means Committee on this tax problem, so that they will understand 
more fully and more completely the position in which new businesses 
like yours that have been founded within the past 4 or 5 years find 
themselves in at the present time. 

Mr. Frncer. Well, this has a more direct bearing on the economy 
and contribution to the war effort than appears on the surface. 

I don’t want to take more time, but just to mention an example. We 
were called up to Washington two or three times a year to meet with 
the various Departments of the Armed Forces on different programs 
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having to do with guided missiles, jet programs, and everything else. 

Now, some of the outfits, such as the Corps of Engineers, do not 
have sufficient funds to undertake the preliminary <levelopment of 
these projects, and they did not have them. If we had a little more to 
play with, we would be perfectly willing to undertake it for them. 
We can do it, and my company is doing it today. 

I happen to represent our particular industry, and I know that 
there are 20 or 30 other companies just like it throughout the country, 
but we are taxed so heavily that -we cannot even maintain our own 
business. 

Mr. Curtis. Well, I will interpolate it for you. You want business 
doing it rather than the Corps of Engineers or other governmental 
agencies. 

Mr. Frncer. Business is trying to do that. We have recommended 
that they call in industry so that we can give them assistance. 

Mr. Curtis. I thoroughly agree with you. 

Mr. Fincer. But somebody ought to get out of their heads the idea 
of that $25,000 figure. You just cannot buy anything for $25,000. 
That is what the excess-profits-tax exemption is. 

Mr. Datmas. Mr. Chairman, Mr. Finger was kind enough a moment 
ago to mention the fact that he had received help from the committee, 
and mentioned Mr. Mansfield, and was kind enough to mention my 
name and members of the staff. 

The way our committee operates, Mr. Finger, is that all of these 
matters are brought to the attention of all 11 members of the com- 
mittee. The chairman of the committee, as you know, isa distinguished 
Texan, the Honorable Wright Patman, of Texarkana. 

Mr. Fincer. Yes; I know. 

Mr. Datmas. And Mr. Curtis, as well as other members of 
the committee, who are divided up into several subcommittees, feel 
the same way. Therefore we have two members here today, and the 
other members of the committee are busy on other tasks that are con- 
cerned with small business in other parts of the country. 

But each one of these matters is brought to the attention of all 
11 members of the committee. 

I think it would be proper for me to say that I cannot imagine 11 
members, 11 Representatives of the House, who would take any more 
sincere interest or work any harder at their jobs on the Small Business 
Committee than do our 11 members. 

I would make no distinction among any of them. 

Mr. Fincer. I would like to point this out, we had a terrific time 
getting our problem before Congress. Once it did get before Con- 
gress it looked as if everybody in Washington went to bat for us, 
which was really an encouraging feeling. 

In fact, they went to bat so much that I believe Mr. Wilson was 
bombarded with letters, and we were a little embarrassed. It would 
be encouraging if you would do the same thing on getting tax relief, 
and then we will be in good shape. 

Mr. Mansriecp. We will do all we can. 

Mr. Frncer. I would like to meet with the gentleman from the ECA 
at some time in the near future. 

Mr. Mansrtevp. Yes. That is Mr. William T. McCormick. You 
can meet with him right now. 

Mr. Fincer. That is fine. Thank you. 
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Mr. Mansrrevp. Thank you again for your statement, sir. 

Our pext witness will be Mr. Bloxsom of the Southwestern Plastics 
Co., of Houston. 

Before you give your name and address and the concern you repre- 
sent, | would like to state for the benefit of all those in attendance that 
this committee operates along strictly nonpartisan lines. 

Mr. Curtis is a Republican, lam a Democrat, but politics never 
enter into any of our hearings or any of our discussions. We are here 
to help you, regardless of whether you are Democrats or Republicans. 


STATEMENT OF DAN BLOXSOM, OWNER, SOUTHWESTERN PLASTICS 
CO., HOUSTON, TEX. 


Mr. Mansriecp. Now, Mr. Bloxsom, you can give your name, your 
address, and your company to the. reporter, and also if you have an 
extra copy of your talk, give the reporter a copy of your statement and 
the exhibits. 

Mr. Bioxsom. This is just an impromptu talk. 

Mr. Mansrieip. Good enough. Go ahead. 

Mr. Bruoxsom. My name is Dan Bloxsom, and I am the owner 
of the Southwestern Plastics Co. 

1 am interested in two parts of the program. One is in being placed 
on the technical staff, and the second one is getting negotiated con- 
tracts for the formation of blisters, and so forth. 

I believe I should give a little bit of my background, of my technical 
experience, before I go any further. 

[ am a graduate from Rice, and I majored in chemistry, physics, 
and electronics. 

In World War II, I was a commander in the Navy, for which I de- 
veloped the acustictorpedo controlled by electronics. This is still 
top secret in the Navy. 

Our present business was organized after my discharge from the 
Navy in 1946. 

I organized the southeastern section of the Society of Plastic Engi- 
neers, and I served as its president for the first 2 years. 

My achievements in civilian life: I furnished plastics for the 
Shamrock Hotel, Emerald Room corners, Shamrock Room corners, 
and lighting fixtures. 

I have a contract for 7-foot blisters from the Sinclair Refining Co., 
of New York, which, by the way, are the largest blisters ever blown, 
7 feet in diameter. 

I also have created an iron lung for babies, premature babies, babies 
that were born prematurely, and I adapted plasties for that purpose, 
and for the last 10 months we have saved more than 2.000 lives of chil 
dren that were actually born dead and brought back to life. 

I am working on the development of an artificial heart for filter- 
ing impurities in the blood. 

Some of the other things I have worked on are candy cases, 53 inches 
by 4 feet by 4 feet in one piece. 

I had one Government order for 1,000 fruitfly traps, and I completed 
this in 4 days. I bid against glass in this, and I was within 20 cents 
of the glass price, and the glass industry got the other 8,000, They 
found out it was close, and something happened there. 
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I employ seven full-time men, and my business represents an outlay 
of about $75,000. 

I am not doing in the six figures of business a year. 

Now, a surveying party from Dallas came to see my plant. I was 
out of town at the time, and they walked through and made the re- 
mark, “Too little.” 

I don’t know who they were, but I would like to get in touch with 
those fellows again, because I am capable of making the largest arti- 
cles in plastics of anyone in the United States. 

Mr. Datmas. Was that a military party / 

Mr. Broxsom. It was a military party out of Dallas. 

Mr. Mansrieip. You have no idea from what office they came / 

Mr. Bioxsom. No, sir; I don’t. 

Mr. Mansrretp. What department or bureau of the Navy? 

Mr. Bioxsom. No, it was for blisters for airplanes. 

Mr. Curtis. Have you since then asked for a resurvey of your plant ¢ 

Mr. Broxsom. I have not as sked for a resurvey. 

Mr. Curtis. I think it would be well if you were to do so. 

Mr. Mansrievp. If you did ask for a resurvey, who would vou see / 

Mr. Broxsom. Major Weaver. He saw my pte and wanted to 
put me on the technical staff for the promotion of new blisters for 
new planes, rather than hold up the assembly line. That is all I heard 
of it. That has been over a year ago. 

Here is what I would like to know, how to get action on being placed 
on the technical staff of plastics. 

Second, how to get subcontracts. 

I have filled out as many as three to Wright Patterson at Dayton, 
and also to Convair at Fort Worth. It is about time I have got some 
more questionnaires coming through. 

Now, my problem is not so much materials, I have been able to get 
most all the raw materials 1 want, not an excessive amount, but I 
have vot quite a bit, 

I have Mr. Fred Fukal, president of the Plastic Engineers Society, 
and he is acquainted with the procedure in which the way contracts 
were gotten in World War II, and I would like for hin to make a few 
remarks. 

Mr. Mansrievp. Let Mr. Fukal come up and join you. 


STATEMENT OF A. F. FUKAL, PRESIDENT, PLASTiC ENGINEERS 
SOCIETY 


Mr. Fuxau. My name is A. F. Fukal. I am an industrial designer 
and president of the Soe iety of Plastic Engineers for Texas. 

Mr. Mansriecp. What is your address ¢ 

Mr. Foxan. 3752 Tankley Road. I am an independent consultant. 

Mr. Mansrtetp. Proceed. 

Mr. Fuxan. I want to say especially about the business of Mr. 
Bloxsom—and by the way, he is. not the only sheet former in town, 
there is one other firm—that these people are young in age, that is, 
as a business, they have been formed since the end of World War II, 
but I am fully acquainted with what they can do. 

I am also fully acquainted with what it takes to make blisters and 
other acrylic parts for airplanes, because during World War II, I 
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was with the plastics division in Cambridge, Ohio, and we made blis- 
ters and canopies for gliders, and many other parts out of acrylics 
that are used by aireraft. 

Not all of the acrylics used for aircraft are big blisters. A lot of 
these things are small pieces, pieces that could done in a man’s 
living room, if he wanted to. It doesn’t necessarily take a large cor- 
poration to handle acrylic parts. 

Now, in order to be clear as to what is involved here, in the forming 
of acrylics you start out with a sheet, and a sheet may be anywhere 
from a quarter-inch to a half-inch thick, and you heat that sheet, and 
then pull it, draw it, or form it in some other way over a form, and 
usually the form is of wood. 

The work is a craft, not a manufacturing process. The work is 
done entirely by hand, by people. 

The amount of equipment needed is very small. It runs into money, 
naturally, but not like any molded product. Some of the pieces that 
we made during World War I, or I should say World War II, were 
only about 18 inches long, and maybe 6 inches deep, little covers for 
lights on the planes, and so forth. There are a great many small 
pieces. 

For that reason I would say that perhaps the Government would 
even save money, if that is important, if they were to give some of this 
work out to some of these small shops who would be well able to do it. 

There is no more difficulty in making a wing faring than there 
is for them to draw a deep letter, for instance, out of acrylics, and 
he has done that right along. 

I want to point out something else, and this is all going into the 
direction of the point I want to make, namely, that somehow similar 
to what was done in World War II, that small business be contacted 
as to the needs of say, for instance, the Air Corps, that they be directly 
contacted, rather than asking these small people to contact this colos- 
sus, which is the air service, with a humble wish to do something for 
the Government. 

It is the Government that is buying and that needs this stuff. The 
air service needs it, and one bomb dropped on a big corporation that 
is making blisters, for instance, right now, if they had the bulk of the 
blister business in a certain area, and that was bombed, it would 
knock out airplane production during that period until they could 
rebuild. 

Diversification is a natural thing. Here are many people who want 
to help in the diversification of this industry. 

One of the largest producers of aircraft blisters during World War 
II was an operator out on the west coast. He furnished a lot of blis- 
ters to west-coast plants. 

There are also in Ohio some sheet formers, acrylic sheet formers, 
who did furnish blisters to the local area there in Ohio around Dayton. 

This big sheet former from the west, coast has now opened a new 
plant in Ohio, to compete with the sheet formers in Ohio, and he has 
just done it, it is very timely, he didn’t think of it last year or the 
year before, but he just thought of it now, because the blister busi- 
ness is going to be quite heavy again, and he wants not only his 
share from the west coast, but he also wants a share from Ohio. 
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This can only be because he was encouraged, and that means that 
he is going to ship blisters to Dayton also. 

Now, there is no established business down here in this section of 
the country to make aircraft parts out of acrylics. This is as close a 
distance to Fort Worth as you could get. Certainly somebody making 
blisters in Ohio who has to ship them to Fort Worth—and I might 
say that all of these acrylic parts are fragile, and the transportation 
problem with them is terrific, especially if you are going to have an 
Office of Defense Transporation law again, that is going to make us 
take that stuff from one truck, unload it and put it on another truck, 
about four or five times, and by the time they get down to Texas, they 
will have junk instead of blisters. 

We tried it. We had to ship blisters from Cambridge, Ohio, to the 
Martin plant in Delaware, and they made us unload. the blisters en 
route, and the result of it was that one-third of them were broken, 
until we got a Presidential order that the blisters were to go straight 
through on a single truck. 

If you ship small quantities of stuff, and you will have to occasion- 
ally ship small quantities of acrylics, if you ship them to Fort Worth 
from Ohio, a bunch of it is going to be broken. There is-no point to 
that. It would be much nicer if local business could be encouraged, 
so that they could supply it from the shortest possible distance, so that 
they could supply acrylics to some of the aircraft companies. 

My humble question now is, How do you go about it? Major Weaver 
gave us a lot of names to write to, and we have done that. Dan has 
done that. But so far nothing else has happened, and we know that 
blisters are being made somewhere. 

We also know that wing fairings are being made, because they are 
making planes. 

This young industry here, which needs encouragement, and which 
needs help, would like to have a little bit of that business, and would 
like to find out how to get it. 

Mr. Mansrieip. Thank you very much, sir. 

Mr. Curtis ¢ 

Mr. Curtis. Let me ask one question. Knowing of the needs of the 
Fort Worth area in the way of blisters, and also other plastic parts 
on planes, would your plants and other plants in Houston and Texas 
be able to give that production ¢ 

Mr. Bioxsom. We definitely would. 

Mr. Curtis. You are sufficiently that large? 

Mr. Buioxsom. Yes, sir. 

Mr. Curtis. One other thing. How many employees did you say 
you had ¢ 

Mr. Buioxsom. Seven. 

Mr. Curtis. Seven? 

Mr. Brioxsom. Yes, seven. 

Mr. Curtis. I gather to a certain extent that your plant is some- 
what an experimental plant, it indulges in experiments as well as pro- 
duction ; is that correct ? 

Mr. Bioxsom. That is right. We do a lot of promotional ideas for 
larger pieces. 

Mr. Curtts. And you have someone else do the production on it? 

Mr. Bioxsom. No, we do it ourselves. 
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Mr. Curtis. You do your own experiments ? 

Mr. Bioxsom. Oh, yes. We run up into six figures with those seven 
employees. 

Mr. Curtis. Well, now, what have you done yourself so far as 
getting subcontracts through the Munitions Board and the Army and 
Navy and Air Force is concerned ? 

Mr. Broxsom. I have been to Convair in Fort Worth twice on it. 

Mr. Curtis. Have you been listed with them ? 

Mr. Broxsom. Yes, sir. 

Mr. Curris. And I presume that this survey that was made was 
partly for that purpose. 

Mr. Broxsom. It was made for that purpose, and I was out at the 
time, and the ones that were there made the remark that it was too 
little, tomy foreman there. 

Mr. Curtis. Well, it doesn’t seem to me that you have followed 
through fully on that, because you certainly would not, I know I would 
not take a remark to my foreman as meaning anything. I would get 
to the bottom of it, and I am wondering if you have not tried to get 
to the bottom of that and find out whether they did inspect it, and what 
they did find, and if they did find what you say they said to the fore- 
man, then make an objection to those findings. 

Mr. Bioxsom. Well, the ones who inspec ted our place also inspected 
the tin shop and other industries, too, and there were two men, and 
evidently they did not have the technical know- how that went with 
plastics. 

Mr. Curtts. Here is what disturbs me. You don’t know whether 
they were Army or Air Force or Navy ¢ 

Mr. Buoxsom. They were from the Air Force. 

Mr. Curtis. Do you know who they were? 

Mr. Bioxsom. I don’t know who they were, no, sir. 

Mr. Mansrrevp. Lieutenant Flickinger, could you enlighten us and 
Bloxsom on what might have been going on there / 


possibly also Mr. 
came from the Dallas 


Lieutenant Fiickineer. Did you say they 
office ¢ 

Mr. Bioxsom. They came out of the Dallas office. 

Lieutenant Frickineer. They were industrial mobilization imspec- 
tion people from Dallas for the Air Force purposes, undoubtedly, 


and if they inspected, as you say, more than one plant in the area, 


that would be so. 

Mr. bioxsom. Oh, yes; there are quite a few more. 

Lieutenant Fiicxrncer. They were probably inspectors from Dallas 
for the Air Force. Have you contacted that agency ¢ 

Mr. Bioxsom. Not since then, not since they have been down. 

Lieutenant Fiickincer. I might suggest that you write to them and 
ask them their findings on your firm’s inspection for industrial mobili- 
zation purposes. 

Mr. broxsom. Whois that in Dallas, do you know ¢ 

Lieutenant Fiicktneer. I don’t know the name of the individual, but 
I can find out for you. 

Mr. Mansrie.p. Lieutenant, I wonder if it would be possible to 
have a representative from the Dallas Air Force office here this after- 
noon to discuss this problem with Mr. Bloxsom and the gentleman who 
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is testifying alongside of him? Could you arrange that? I think at 
the request of this committee they might be willing to come down. 

Lieutenant Fiickrncer. I can check on that. 

Mr. Mansrieip. And have them be here at 1:30 to meet with these 
gentlemen. 

Mr. FuxKar. I might also mention another item here, which has 
come to my attention. After all, as president of my local, I am 
acquainted with the business of all the different plastics people in this 
area. I wanted to elaborate just a little bit by another example on 
this tendency which seems to be very innocently going to the biggest 
people to make something. That is only a logical conclusion, and I 
believe that some of the inspectors who do this, who are now creating, 
we might say, a map of where things can be bought, are apt to over- 
look a little bit the fact that small people sometimes can give better 
service than large ones. 

Mr. Mansrrecp. This committee would agree with you in that re- 
spect, because Mr. Wilson, for whom we all have the greatest respect, 
is a very successful businessman, and it seems that he just likes to take 
the easy way out and channel orders into big business so that he can 
get production as quickly as possible. 

But you do have a very good point, when you say that we should 
decentralize, because what would happen, as was brought out in Dallas 
yesterday, if a bomb or two were dropped on Detroit, just think of 
that. So in that respect we are in wholehearted accord with your 
statement. 

Mr. Dalmas? 

This company, with its predecessors, is 30 years old, but has been 
in contact with Air Force headquarters at Wright Patterson lrield— 
you were in the Army in World War II? 

Mr. Brioxsom. I was in the Navy. 

Mr. Damas. Have you contacted the Navy in Washington / 

Mr. Bioxsom. No, sir, I have not. I have contacted only two places, 
one at Dayton, Wright Patterson Field, and one at Fort Worth. 

Mr. Datmas. The point I am trying to make is this, from your 
service in the war, they certainly know that you have the skill. 

Mr. Buoxsom. That is right. 

Mr. Damas. Or they should know it. And I think in justice to 
yourself that you ought to bring your skill again to the attention of 
the Navy and the Air Force, and I think in that respect you would 
probably, on the basis of that skill be looked upon with more favor 
than if you were just small or large. I think in justice to yourself 
that you should do that. 

Mr. Mansrievp. Captain Irwin, I don’t know whether that comes 
into your line or not. Could you be of assistance in putting Mr. 
Bloxsom and his associate in contact with the proper officials in this 
vicinity ¢ 

Captain Irwin. I will be very happy to do that sir. A part of my 
job is liaison work between any contractors or prospective contractors 
and the Navy’s procurement activities, and I have considerable other 
information relative to Air Force and Army procurement activities. 

We will be more than happy to work, particularly with small busi- 
ness, in that regard. 

Mr. Mansrietp. Thank you very much. 
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Captain Irwin. My office is on the ninth floor of the Federal Office 
Building. 

Mr. Mansrtevp. We will expect you gentlemen to get in persona! 
contact with Captain Irwin, and to be here this afternon and meet the 
Air Force officials with whom Lieutenant Flickinger will make an 
appointment. 

Thank you very much. 

Now, our next witness will be Mr. Knapp. 


STATEMENT OF ALFRED J. KNAPP, NAPKO PAINT & VARNISH 
WORKS, HOUSTON, TEX. 


Mr. Mansrrevp. Will you give the reporter your name, your ad 
dress, and your business, sir? 

Mr. Knarr. My name is Alfred J. Knapp, and my company is the 
Napko Paint & Varnish Works,, Houston, Tex., 406 North 79th Street. 

Mr. Mansrtetp. Proceed, Mr. Knapp. 

Mr. Kwnarr. Gentlemen, by way of Tambo dante remarks, I would 
like to express my sincere pleasure at the interest and the effort that 
you gentlemen take in your important congressional jobs to come out 
around the country and visit with some of we people in business and 
learn a little bit of our attitude toward what you are doing in Wash- 
ington. 

In the interest of being brief, I have tried to stress in my thinking 
here today the idea that I have no particular personal interest, and 
I am thinking in terms of your committee activities on the same level. 
In other words, it is not a matter of what we can get, for our company, 
or what you can do for us that I am interested in discussing with you. 
It is a point of what you, as a committee, can do for our country and 
our Government on a general plane. 

I have very strong feelings that one of the evils of our Government 
is the contentiousness and brickering of one agency or one special 
group against another seeking special favors. 

Any interest you have in small business, I would hope that none of 
that feeling is apparent. 

In today’s disturbed circumstances of business we have very little 
complaint on the treatment that we get as an individual on the whole. 
We recognize that there are shortages of critical materials, and we 
recognize that materials have to be diverted to save the national emer- 
gency. Today I would be frank to say that we have very little com- 
plaint on the equity of that distribution. I think that our suppliers, 
as a whole, have done an excellent job in conforming to the directives 
which have been given to them, and in trying to make a fair distri- 
bution of the critical materials that they have to distribute. 

I have selected two particular thoughts to emphasize before you. I 
think both of them are in keeping with the attitude I have expressed 
of wanting a minimum of Government in business. 

The first subject I have listed is that of financial assistance, We 
render objection to the role of Government in rendering financia! 
assistance to sub-marginal businesses lacking financial strength. If 
a business operation is sound and frugal, it can draw and accumulate 
its own financial resources. That is, if it is given a fighting chance. 
I don’t think business is looking for charity, business is not charity, it 
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is a competitive enterprise in a competitive system, and given a chance 
I believe it can stand on its own feet. 

The greatest assist to business would be the relief from excessive 
income taxes which are restrictive to sound financial growth. 

It seems that I am following rather closely in the steps of one of 
the other gentlemen here this morning in some of my comments, but 
I don’t believe it would hurt the cause to say some of it twice. 

I am familiar with two young and growing corporations, each with 
invested capital of about $250,000. Virtual y no manner of growth, 
nor the highest degree of efficiency and economy in management, can 
raise the net income, after taxes, of these corporations to much above 
$25,000 a year. And in a business this size, it is in order to point 
out the likely existence of risk ownership management as contrasted 
to the likelihood of absentee, more secure investment ia larger corpora- 
tions, which would get into the subject of rate of return. 

I bring up that point because I recognize quite well that if I say 
$25,000 a year is an inadequate income for $250,000 corporations, the 
answer is, “Well, it is 10 percent, and that is a fine return.” 

But I point out that it is hardly a fine return under the circum- 
stances, and it differs greatly from the feeling with which you might 
invest in a large corporation, such as General Motors, or the General 
Electric Company, and be happy with a 5 or 6 percent return, or with 
the feeling with which you might invest in government bonds and be 
happy about a 214 percent return, or with a top-notch savings account 
in the bank, and be happy with a 1 percent return. 

I think the picture is quite different, and I will try to show you why 
I think so. 

My plea is not for a removal of taxes, for I strongly believe that 
the economic hope of our country lies in Government income equal to 
or more than Government expense. I would endorse the action of any 
Congressman in voting for higher taxes to meet the cause that faces 
us today. I am opposed, however, to the decadent effect of excess 
profits taxes. The answer would seem to lie in a fixed corporate 
emergency levy. 

You gentlemen are interested in small business, but what is small 
business¢ A man or a small group of men to get the idea of starting 
a company, and maybe they have $10,000, $20,000 or $50,000 capital, 
They start a business on a very small scale, and perhaps they manage 
to do a volume of $50,000 the first year, and maybe $75,000 or maybe 
$100,000 the next, and they make a little bit of money, and they plow 
it right back into the business. 

At that level their existence is strictly a personal one. It is the 
result of their personal efforts. They are handling all of the details 
themselves. They have little corporate overhead, and they have little 
in the way of a problem of developing public good will, consumer 
acceptance of the product, and so forth. 

But as the business grows beyond that stage and becomes larger 
and has 25, 50, or 100 employees, and is doing a _ half-million 
dollars’ worth or a million dollars’ worth of business « year, then that 
business faces the same problems of the large corporations, in that it 
has to develop a general consumer acceptance, and the personal contact 
of the operator with the customers declines, and the business gets 
down to a pattern of a regular business operation. 
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That is when a business is going into the growth stage, and that is 
when it has its toughest time growing and staying an independent 
small business. 

There is a great deal of effort on the part of all Government to pre- 
vent big business from becoming monopolies and crowding out small 
business, but there is a delicate level when small businesses are very, 
very vulnerable. 

I would like to point out what happens to a business, as I have 
described it here, with a quarter of a million dollars’ worth of capital, 
trying to grow at the rate of 25 percent per year into a larger business. 

A 25 percent growth in volume implies a need for 25 percent addi- 
tional capital structure, but if the business can only accumulate $25,000 
per year, it cannot possibly grow 25 percent, but it can only grow 10 
percent, or it will run out of capital, or it will seek outside manage- 
ment, or, as frequently happens in the paint industry, a company when 
it reaches that size is obliged to sell out to a larger corporation in the 
industry that is going to seek public funds to carry on the business. 

Gentlemen, that is a serious problem, and something that can sing 
the death knell for small business, if we are to put that automatic 
ceiling on its growth. 

The other subject I wanted to bring before you briefly centers 
around the effect of price controls and rationing. Here again we 
have recognized that it is a step which the Government has found 
it necessary to take. If it is necessary we are all for it. If it must 
be done, we feel that it should be done with the greatest degree of 
equity. 

We do have a particular objection to the type of price control which 
has been placed upon the paint industry. From our experience in the 
paint industry, it is our conviction that at the very moment, January 
1951, the greatest effort was being made upon manufacturers to contain 
their price levels, agricultural interests were actually being encour- 
aged to increase the level of product prices toward parity, or even 
above parity. 

While the average farmer is in himself a small-business man, this 
sort of picture does not make for equity. For illustration, from 
Januaryl to April 30, we have observed the price of linseed oil, an 
uncontrolled agricultural product, advance from about 16 cents per 
pound to about 24 cents per pound today. That is an advance of 50 
percent during a period when we are trying to operate our country 
on a fixed-price ceiling basis. Linseed oil is an important component 
part of paint, along with other drying oils, which fit into the same 
classification. We have had no choice but to apply the “pass through” 
provisions of the general ceiling price regulation and increase the 
price of paint. Thus the effectiveness of price control is greatly 
reduced. 

If it is a good cause, gentlemen, it is one that we should be follow- 
ing through in its entirety, so that is a subject which I bring before 
you for your consideration. 

Mr. Mansrtecp. Thank you, Mr. Knapp. 

Mr. Curtis? , 

Mr. Curtis. I would like to get a little more idea of your actual 
concern, Mr. Knapp. You actually manufacture the paint and 
varnish, don’t you? 
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Mr. Knapp. We are manufacturers of paints, varnishes, and 
enamel. 

Mr. Curtis. Your competitors are people like Sherwin Williams, 
and so forth ¢ 

Mr. Knapp. That is one of the smaller ones. 

Mr. Curtis. Yes, one of the small ones. I just wanted to get the 
picture there. About how many people do you employ ? 

Mr. Knapp. About 50 people. 

Mr. Curtis. About 50 people? 

Mr. Kwapr. Yes, sir. 

Mr. Curtis. And as I understand it, you have no critical material 
problem as yet, is that correct ¢ 

Mr. Knapp. Oh, yes, we have critical material problems like any- 
one else. I do not feel, however, that there is any inequity in the 
handling of them. I don’t feel that we would have any right to seek 
any favor or any bonus in critical materials any more than anyone 
else. In our industry I don’t think we are aware of discrimination 
between the large and small industries. 

Mr. Curtis. I would like a little later for Mr. McCormick of the 
OPS to comment on your statement on price control and rationing. 

Mr. Mansrrevp. That is a good idea. 

Mr. Dalmas? 

Mr. Datmas. Mr. Knapp, did I understand you to say that some 
of the raw materials that go into your product are not controlled ¢ 

Mr. Kwaprr. No products of agricultural origin which would, of 
course, be drying oil, linseed oil, and castor oil. 

Mr. Datoas. In other words, you are caught with rising prices in 
the materials you put in your paint, your price is frozen at a certain 
level ? 

Mr. Kwnarr. We can apply the pass-through provision, which is 
section 1 of the general ceiling price regulation. We are not caught 
in the squeeze as a company, but what I am citing is the inequitable 
situation in price ceilings. 

I would say that the price ceilings are to apply, I mean, if they are 
to apply, they should apply to every one and all raaterials. There 
should not be selected groups to whom they do not apply. 

Mr. Datmas. Are you familiar with the new manufacturers regula- 
tion ¢ 

Mr. Knapp. Yes. 

Mr. Damas. You are? 

Mr. Kwapp. I think we do not have a personal problem; there are 
provisions in the regulation that gives us the relief we need. But I 
don’t think it is good for the country. 

Mr. Datmas. Your point is that paint should not be increased in 
price. 

Mr. Knapp. It should not have to increase in price, let me say. 

Mr. Datmas. I would like to go back to your statement about the 
growth of small business just for a moment. You spoke of $250,000 
capital, and your statement, of course, was rather general, but the 
capital structure of any business, and this is a question, and the amount 
that they earn, regardless of taxes, is based upon the turn-over that 
they make, which is translated into sales volume. 

Mr. Knapp. That is correct. 
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Mr. Datmas. In other words, one company with $250,000 capital 
might have a million dollars’ worth of’sales, and another company 5 
million dollars’ worth of sales. 

Mr. Knapp. That is correct. 

Mr. Datmas. Depending upon the way they do business. 

Mr. Knapp. That is correct. 

Mr. Datmas. Do you take that into account in making your state- 
ment as to the growth of small companies ¢ 

Mr. Knapp. V ery definitely. For instance, it might be said in our 
industry that the average turn-over of capital in the paint manu- 
facturing business would be about four times a year. 

Mr. Datmas. That is a pretty fair turn-over, isn’t it? 

Mr. Knapp. That is a pretty efficient operation. 

Mr. Datmas. Thank you, sir. 

Mr. Mansriexp. Mr. Knapp, you heard the committee’s statement 
relative to the tax situation ¢ 

Mr. Knapp. Yes, sir, I did. 

Mr. Mansriecp. So you are aware of that situation as it exists at 
the present time. 

I think that Mr. Curtis made a good suggestion, and the committee 
would appreciate comments from Mr. Leo McCormick, who is the 
personal representative of Michael DiSalle, the Administrator of the 
Office of Price Stabilization. 

Mr. Leo McCormick. Thank you, Mr. Chairman. 

Mr. Knapp, I think your presentation was splendid, and it is very 
interesting to us, especially your comment about price control. 

I guess you are familiar with the proposed change in laws being 
offered by the President ? 

Mr. Knapp. That is right. 

Mr. Leo McCormick. In that tariff provision. 

Mr. Knapp. That is right. 

Mr. Leo McCormick. Our position, of course, in this matter is to do 
the very best we can with the law as it is written. Of course, the 
Administrator in time will have a chance to make recommendations. 

Mr. Mansrrevp. Mr. McCormick, if I may interrupt there, what it 
amounts to is this, what is Congress ‘going to do about parity ? 

Mr. Leo McCormick. That is right. 

Mr. Mansrtetp. Is that correct, Mr. Knapp / 

Mr. Knapp. Parity or ceiling price on agricultural products, as an 
isolated group. 

Mr. Mansrievp. So under the present situation with farmers being 
given the protection they are, the Office of Price Stabilization itself 
is hamstrung to a certain extent as to what it can do. Would you 
agree with that statement ? 

Mr. Knapp. I think that is very true. Somewhere someone has to 
be championing the cause. I think it is a very fair cause. If ceilings 
are to be placed on business, then they will have to be placed in some 
degree on labor and wages, and they have to be placed on agricultural 
products. There has to be a fairness in the ceilings as they are 
applied. 

Mr. Mansrtevp. Well, speaking personally, it just happened that the 
day after the Korean incident started, I tried to get some support to 
freeze everything at the levels at June 25, and I think if we had had 
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the courage to do that then we would not be in the economic position 
we are in at the present time. 

Do you have any further comments, Mr. McCormick ? 

Mr. McCormick. I have just one other; briefly, in spite of this 
provision of the increased cost to be passed through, I would like to cite 
to you, Mr. Knapp, the fact that our activity, that of the Office of Price 
Stabilization, plus the other anti-inflation agencies in Washington, and 
in the field, do reflect a steadying of prices in spite of that. 

Mr. Knapp. I don’t think there is any question about it. I think 
there has definitely been a stabilization of prices. Therefore, I regard 
price ceilings as a necessary evil, but if they are to be applied, let’s 
apply them all across the board. 

Mr. McCormick. I would like to again point out this for the 
record, the index shows a decided cessation of increase, and a little 
decrease, even, in some food products. So we are not up there whittling 
away in the dark on the matter, but we are accomplishing a few things. 

Now, the business journals are pointing out—and I refer to Business 
Week of this issue—that within the next 2 or 3 months is the all-crucial 
time as to what we will do with prices. Their article is very optimistic, 
and they feel that the start we have made points to the fact that we 
‘an hold it if we get the cooperation of the general public. 

I appreciate your statement. 

Mr. Mansrretp. Thank you, Mr. Knapp, for a very enlightening 
statement. 

Mr. Kwarr. Thank you. 

Mr. Mansrrevp. Our next witness will be Mr. Thomas Cloud. 


STATEMENT OF THOMAS CLOUD, PRESIDENT, HOUSTON RETAIL 
GROCERS ASSOCIATION, HOUSTON, TEX. 


Mr. Mansrrevp. Will you give your name, your address and your 
business to the reporter, please. 

Mr. Cioup. My name is Tom Cloud. I am a resident of Houston, 
Tex., and I am president of the Houston Retail Grocers Association, 
which is composed of 500 independent grocers and allied tradesmen. 
On behalf of the association, and speaking personally, also, I desire 
to call to your attention the following facts: 

Our problems have been numerous since the start of the Office of 
Price Stabilization operations. We have had many worries thrust 
at us which, in my opinion, have been unnecessary. More thorough 
consideration of the problems of the small businessmen would have, 
I believe, resulted in more caution before some of the OPS pricing 
methods were issued. 

As I said, I am a grocer—I like to think of myself as an average 
grocer. I would like to call to your attention the fect that to sell 
a loaf of bread, a can of beans, a pound of bacon and a frying pan, 
I must now, or will shortly be forced to, comply with four ceiling 
price regulations of the Office of Price Stabilization. All call for 
countless hours of study, much paper work and entirely different 
methods of pricing the four different items I have mentioned. 

The average grocer is not equipped with the technical knowledge, 
the manpower or the time to wade through these regulations. He is 
not financially able to hire legal and accounting counsel to do the 
job for him. Certainly some adjustments can be mace to allow the 
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grocer to price all of his merchandise under one standard system, even 
if all of the paper work can’t be eliminated. 

Another problem I would like to mention is that created by the 
length of time it has been taking Government officials to make adjust- 
ments when they finally realize that their methods are not adequate. 

Specifically I shall mention the meat situation. It became obvious 
to the food industry shortly after January 26, 1951, the date the 
general ceiling price regulation was issued, that with no ceiling price 
on livestock, an injustice was being created for packers and others, 
including grocers. There have been few grocers who have made a 
profit from their meats since that time, and many have been oper- 
ating their meat. markets at a loss or on a curtailed basis. The new 
meat regulations which have been announced will help greatly, I be- 
lieve. But let me emphasize the point am I trying to make—this relief 
came more than 3 months after the hardship was imposed. 

We are not seeking relief from our duties as citizens operating dur- 
ing an emergency, but we are asking for consideration in allowing 
us to continue to make a fair living under our American democratic 
system. 

Let me say in conclusion that if all Office of Price Stabilization 
officials were as considerate of the welfare of the small-business man 
and as understanding of their problems as district OPS officials here 
are, we would have no reason for complaint. 

Thank you for this opportunity to appear before you. 

Mr. Mansrieitp. Thank you, Mr. Cloud. 

Mr. Curtis, do you have any questions of this witness / 

Mr. Curtis. Do you have any specific recommendations, Mr, Cloud, 
on the situation of the grocer other than the one we have just previ- 
ously heard, that something would have to be done about farm parity / 

Mr. CLoup. Well, of course, you know grocers, as I say here, do not 
have the technical knowledge to wade through all of those regulations. 

Mr. Ccurtis. In other words, you are getting too many regulations 
and you cannot work them out. 

Do you have any suggestion for another system that might be fair 
and by which the small grocer, the retail grocer, could handle it on 
prices ¢ 

Mr. Croup. Yes. Something simple that they could understand. 
I would think that it should be simple. 

Mr. Curtis. I would just think from under your experience in the 
business, for example, yesterday we had a hardwareman who gave us 
a very splendid presentation of the difficulties of the small-hardware 
men, and he came up with some suggestions of how the same thing 
could be accomplished through eliminating the paper work or cutting 
it down to almost one-fifth yet of what it was, and I thought maybe 
you might have a specific recommendation that would be helpful to 
the committee, and also to Mr. McCormick, because then he could 
carry it right back to Mr. DiSalle. 

Mr. Croup. I do not have a specific recommendation. 

Mr. Mansrterp. Will the gentleman from Missouri yield? 

Mr. Curtis. Yes. . 

Mr. MansFietp. Would you with your associated businessmen go 
into that problem a little bit and send this committee a recommenda- 
tion or a set of recommendations which you think would be more 
applicable, because of the fact that they would be more simple, there 
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would be less paper work and less duplication? Could you do that 
as a favor to this committee, and send us the results of your meeting 
and your suggestions therefrom ¢ 

Mr. Croup. Yes; I would be glad to do that. 

Mr. Mansrretp. We would appreciate that very much. 

Mr. Dalmas, do you have any questions ¢ 

Mr. Daumas. No questions. 

Mr. Mansrierp. Mr. Cloud, you mentioned the fact that after the 
general price regulation on meat was issued in about 3 months that 
beneficial relief was granted. I think it might be well to point out 
that perhaps it was because of meetings such as this that that par- 
ticular relief was granted, and I am going to call on Mr. McCormick 
to make a statement, and to ask him if it is not correct that because of 
the hearings that were held in Covington, Ky., some weeks ago that 
this relief was granted in this particular instance. 

Mr. Leo McCormick. Mr. Chairman, I cannot answer the question, 
because I actually do not know of it. I know this, we have been very 
careful to take all of these things into consideration, and all of this 
testimony that has been offered, in the formulation. and formation 
of these regulations. 

I might say that Mr. Cloud’s presentation was very fine. I happen 
to have a bac kground in this business, and I worked very closely with 
grocers in Government and in the business myself, especially during 
the last emergency. 

You carry a terrific burden, there is no question that normally you 
do, and naturally when regulations like these come out it is even 
accentuated. 

During the last emergency you folks were the first on the firing 
line to see that food prices and food price control worked, and in an 
over-all manner you people are to be complimented for it. 

We have taken the regulations of the last emergency, and the experi- 
ence that we have gained from it, and we have applied what we think 
are the best brains in the retail field, the food field, and developed the 
regulations which we now have. It is pretty well considered, 1 think, 
that these regualtions are workable. 

On the other hand, you folks here have a suggestion by which we 
can simplify it, I mean, if you do have a suggestion by which we can 
simplify it, we would desire to have you do that. 

I am pleased to hear you refer to our local official as being very 
helpful, because in the field as time goes on the greatest help will come 
right from your local office. 

Mr. Mansrtevp. Thank you, Mr. McCormick. 

Mr. Cioup. I would like to add to one thought here, one thing that 
happened, of course, you take it when the squeeze werit on the small 
packer, with no price ceiling on livestock, naturally, the price went up, 
that is, the farmer wanted more for his merchandise, wanted more for 
this stuff. 

Well, the smaller independents that did not have a killing floor were 
caught in the squeeze to where they couldn’t buy the gr ade of meat 
that was on the market, that is, the small packer couldn't buy the 
meat where he could sell it to him, so in that case some of the larger 
ones that had killing quarters would go out and pay the price, and 
there was no price on it other than the retail selling price, so it did 
really give them an advantage over the smaller grocers. 
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Mr. Mansrtetp. Thank you very much, Mr. Cloud. The committee 
will appreciate receiving the recommendations that we have requested 
at your earliest convenience. 

Mr. Croup. We will see that you get them. Thank you, sir. 

Mr. MAnsrteitp. We will now call Mr. H. B. Dieter, of the D & H 
Foundry, of Austin, Tex. 


STATEMENT OF HENNING B. DIETER, PROPRIETOR, D & H FOUNDRY, 
AUSTIN, TEX. 


Mr. Mansrteip. Will you give your name, your address, and your 
business to the reporter, please. 

Mr. Drerer. Yes. My name is H. B. Dieter, and I am proprietor 
of the D & H Foundry at Austin, Tex. 

i must apoligize in the first place for having been late, which did 
not give me a chance to distribute my prepared statement. 

Mr. Mansrrevp. If you have them, we will be glad to have them 
now. The Committee will greatly appreciate your giving them to us. 

Mr. Dierer. Thank you. I own and operate what I believe is the 
smallest business, I have five employees, and I am perhaps also the 
newest business in that I have only been in business since February of 
this year. 

Now, perhaps some of the problems that these gentlemen have 
had, I have not had, because I am too new, and other problems that [ 
do have I may have because I am a little slow, I don’t know, but 
I would like to bring that out. I have had no trouble with my bottle- 
necks. I have had no trouble getting the materials to conduct my 
business. 

However, there are increasing signs and portents that I am or will 
be restricted in the use that I can make of my raw materials and 
equipment in the near future. 

So, of course, being a foundry operator, it immediately occurred 
to me that it would be time to go around about now and try to find 
some defense work to do in order to stay in business. 

Mr. Mansrievp. Will you proceed with your statement ¢ 

Mr. Dierer. Yes, sir; If you want me to. 

Mr. Mansrrecp. Do you want this put in the record and then 
make another statement ? 

Mr. Dierer. Well, I am just sort of repeating what I have here 
informally, but I can follow it verbally if you wish, sir. 

I would like to take a minute or two to explain why this apparentiy 
simple managerial function increases in difficulty inversely with the 
size of a business and directly with its newness. 

Briefly, established large businesses (particularly in manufactur- 
ing lines) have had dealings with the Government in the past, and 
consequently “know the ropes.” The new, small concern does not, 
but presumably will in due course of time, if it intends to survive. 

There are numerous references in literature on doing business with 
the Government. In fact, I believe I may say they are so numerous 
and voluminous that a business would have to be large enough to afford 
a full-time staff of experts to wade through the references and separate 
the wheat from the chaff. This rules out the small business, in which 
somebody must perform this function in addition to other duties. I 
refer, for example, to a pamphlet which is available at chambers of 
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commerce, and with which you gentlemen are no doubt all familiar. 
Its title is “Selling to the Government,” and it is issued by the depart- 
ment of manufacture, Chamber of Commerce of the United States. 
This pamphlet was quite useful to me, even though I have not been 
able, due to limited time, to follow all the pertinent suggestions made 
in it, nor to read the literature referred to in it. It refers, for example, 
to 19 Government publications, 5 magazine articles, and 2 books, all 
of which may quite possibly contain useful information, but obviously 
will require a lot of reading. 

As a foundryman, it seemed to me fairly obvious that there must 
be numerous ordnance and engineer component parts my plant should 
be able to make. I therefore visited my local chamber of commerce 
who supplied me with the pamphlet just referred to and the current 
consolidated Synopsis of Contract Award Information. On page 30 
of the pamphlet I found the following: 

If you are interested in ordnance procurement, however, you should consult 
the nearest of the 14 ordnance district headquarters, not the arsenals. 

I therefore proceeded to find out which is the “nearest of the 14 
ordnance district headquarters.” The pamphlet, unfortunately, does 
not list them. Texas Military District Headquarters (at Austin) 
came through with the information that this headquarters is located 
at Fort Sam Houston. Unfortunately this proved to be incorrect. 
There is no such listing in the telephone book, Fort Sam Houston 
has no such listing, and no one contacted in the conscientious all-day 
search was able to give me anything but the vaguest sort of references 
to New Orleans, St. Louis, points east and west, and. frequently and 
enthusiastically, Red River Arsenal. You will understand, gentle- 
men, that a small-business man cannot well drop everything and run 
off to St. Louis unless he is pretty sure that the man he wants to see 
is actually located there. Similarly, he is not likely to dash off to 
Texarkana after having just been told in capital letters not to do so. 

I had another recourse, that is, the Consolidated Synopsis of Con- 
tract Award Information. This four-page document is useful in that 
it does mention an ordnance district here and there. Eventually, I 
hope to pin point them all. For dealers and middlemen I imagine that 
this synopsis is very valuable; for people in my own line it is disap- 
pointingly meager. It seems obvious that the key word debunking 
this document is to be found in the small print in the upper left-hand 
corner. This small print states that this synopsis is a list of “unclassi- 
fied” contract smarts. I would like to come back to this. 

Having drawn blanks so far, even though I have obtained three 
secondary defense contracts through channels unknown to myself, I 
determined to ask my primary contractors for information on these 
channels. Again I drew blanks. The contracts were made through 
established commercial channels, and not directly with any purchasing 
and contracting officer. 

Gentlemen, there is but one recommendation that I would like to 
make before this committee. I would like to see the undoubtedly exist- 
ing reasons for secrecy to be brought into line with the actualities of 
the situation. If the small manufacturer is to brought into the indus- 
trial mobilization picture at all, then he must not be required to pene- 
trate a superfluous veil of secrecy in order to get contracts. For it 
should be obvious that if the small man can penetrate this veil, so 
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can others, and it is useless. If he cannot, the United States will lose 
his services, and it is doubtful in my mind whether the best interests 
of the United States will be served thereby. Secrecy should prevail, 
in my way of thinking, only in case of material in the development 
stage and similar projects; in case of all standard materials, weapons, 
et cetera, the secrecy requirements should be downgraded in order 
to make the information available to those who need it. 

Mr. Mansrievp. Thank you. 

Mr. Curtis? 

Mr. Curtis. I certainly agree with Mr. Dieter’s comment. I cannot 
understand why he does not get this information, but it is obvious that 
he does not, and after the other gentlemen ask some questions, I 
would like Lieutenant Flickinger to comment a little bit on that, and 
possibly Captain Irwin might be able to help that gentleman with his 
problem. 

Mr. Mansrietp. Mr. Dalmas? 

Mr. Datmas. Mr. Chairman. One of the points that has been 
brought out previous to Mr. Dieter's statement at other hearings, as 
you gentlemen well know, are along the same lines of your difficulty, 
namely, to secure information on what is going to be purchased and 
where it is to be purchased, and so on. 

Mr. Drerer. Yes. 

Mr. Darm,s. With that particular problem the committee has been 
dealing with the Department of Defense for some time. At one of the 
hearings recently, I don’t remember which one, but we had assurance 
from the representatives of the Department of Defense that at each 
procurement facility, whether it was ordnance, arsenal, quarter- 
masters, or what not, that they would have in each of those offices an 
officer who would be able to supply information for all of the services. 
That was on unclasified material, as you mentioned. 

Mr. Drerer. Yes. 

Mr. Darmas. It was contemplated also that this cfficer of the De- 
parment of Defense would be in a position to assist small business, 
in particular, to gain information about what was to be bought under 
classified contracts. Now, of course, the officer of the Department 
of Defense who was with the committee at the time this matter was 
pointed up, and who brought forward the suggestion, I may say that 
that particular suggestion was brought forward by one of the wit- 
nesses, and the promise was made by that particular officer to carry 
that word back to the Department of Defense as an idea that had 
value, and the members sitting at the time, as I recall, endorsed the 
idea of having at each procurement office one person who could parcel 
out information for every service that had anything to buy. 

Mr. Mansrtetp. I have only one question, Mr. Dieter. Did you 
find out where the arsenal was ¢ 

Mr. Drerer. Sir? 

Mr. Mansrretp. Did you find out where the arsenal was? 

Mr. Drerer. At Texarkana. 

Mr. Mansrre_p. At Texarkana. 

Mr. Drerer. Yes; sir. 

Mr. Curris. You said the arsenal was not the place to go. 

Lieutenant Fricxrncer. The ordnance district office. 

Mr. Drerer. Can somebody here tell me where that is? 
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Lieutenant Fiickincer. The ordnance district office for the State 
of Texas is in St. Louis. They supervise contracts administration- 
wise, and to some extent procurementwise. They are at 4600 Good- 
fellow Boulevard, St. Louis, Mo., and Mr. Bush is the district chief, 
if you would like to take his name down. 

Mr. Drerer. What is the title of the office? 

Lieutenant Fiickrneer. St. Louis Ordnance District Office, 4800 
Goodfellow Boulevard, St. Louis, Mo. 

Mr. Curtis. Lieutenant Filickinger, will you repeat that informa- 
tion for the benefit of everyone here 

Mr. Ross Srewarr. I was told that they are opening a regional 
office of the St. Louis ordnance district here in the city of Houston, 
as of yesterday, and I believe it will be at 4108 Fanning Street. 

“Mr. Curtis. The chamber of commerce will have that information 
available, will it not? 

Mr. Ross Stewart. It is in our Action magazine for this week for 
the first time. 

Mr. Curtis. That is fine. 

Mr. Mansrietp. It might be a good idea to give that information 
to the press, so that the businessmen who are not here will be able 
to get it in that manner. 

Mr. Ross Srewarr. Well, the gentleman who gave me that infor- 
mation is not the type of person to overlook that. 

Mr. Curtis. No further questions. 

Mr. Mansrievp. Do you have anything more to adc, Lieutenant ? 

Lieutenant Frickrncer. I would like to offer the services of the 
Munitions Board office in Washington to this gentleman, who seems 
to have had difficulty in getting oriented to military procurement. 

We have an office in W ashington set up by the Department of De- 
fense to assist people like yourself, ir, who are not familiar with 
military procurement. ‘It is Hesenital Military Procurement Infor- 
mation Office. 

Mr. Datmas. Mr. Chairman—— 

Lieutenant Fiickrneer. Munitions Board, Washing 25, D. C., and 
I might add that you have various local activities and people who 
can also assist you with information. 

Captain Irwin, I am sure, would be very happy to assist you, and 
Mr. Brown from the local department of commerce. 

Mr. Datmas. Lieutenant Flickinger, you heard my statement about 
the recommendation that the committee had made with respect to 
an Officer in each facility ? 

Lieutenant Fiickincer. Yes, sir. 

Mr. Datmas. That has been several weeks ago since that recom- 
mendation was made, and we have not heard anything from it since. 
Would you be kind enough to follow through on it and give a report to 
the committee as to whether the Department of Defense is consider- 
ing that particular matter. 

Lieutenant Fiickincer. You mean the small-business specialists? 

Mr. Damas. No, I don’t mean the small-business specialists, I mean 
an officer, a person at each procurement office of the Department of 
Defense, regardless of what they are, who can give information with 
respect to all other facilities, whether it is Air Force, Navy, Army, 
or what have you. 
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Lieutenant Frickrneer. I will be happy to do so. Who made the 
recommendation ¢ 

Mr. Curtis. The committee. 

Mr. Datmas. It was made by a witness, I don’t remember at which 
hearing, but the committee thought well of it and passed it on to the 
Department of Defense. 

Mr. Curtis. It should be stated that that is a recommendation of 
the committee. 

Lieutenant Friickrncer. A recommendation made to the Depart- 
ment of Defense ¢ 

Mr. Curtis. Yes, by the Small Business Committee. 

Lieutenant Fiickinerer. Was it made in writing ¢ 

Mr. Mansrievp. It is part of the record, I would assume that it is 
part of the record that was made, not today, but once again it is made 
part of the record today for clarification. 

Captain Irwin. 

Captain Irwin. I wanted to say that my office has available a 
Munitions Board list of all procurement activities for the military 
services, and I am in a position to give you information sometimes not 
entirely complete, but at least what I do have is accurate, as to the 
location of procurement activities for all Government agencies, that 
is, all defense agencies that are interested in procurement. 

Mr. Drerer. Could I get that information from you sometime? 

Captain Irwin. Yes, sir, at the ninth floor of the Federal Office 
Building. 

Mr. Brown. The Department of Commerce has a manual which 
will also give you the same information, and it should be available to 
you in the Department of Commerce office at San Antonio. 

Mr. Datmas. However, the Department of Commerce only sup- 
plies general and not specific procurement information. It is the lack 
of specific information, Mr. Chairman, which, as you know, plagues 
small manufacturers in their efforts to sell their Government. 

Mr. Mansrievp. Thank you, Mr. Dieter. 

The next witness will be Mr. Thomas Millane. 


STATEMENT OF THOMAS MILLANE, PRESIDENT, WRIGHT 
MANUFACTURING CO., HOUSTON, TEX. 


Mr. Mansrrevp. Mr. Millane, will you sit down and give your name 
and address to the reporter, and if you have an extra copy of your 
statement, please hand him one also. 

Mr. Mitiane. I understand that Mr. Dalmas has copies of the 
statement. 

My name is Thomas Millane, and I am president of the Wright 
Manufacturing Co., located in Houston, and the post-office box is 567. 

The statement that I have prepared is more or less factual, and 
I would like to interpose, if I may, as I go along, some interpola- 
tions, because I would like to expand on them slightly, if 1 may. 

Mr. Mansrtevp. Proceed in your own way, sir. 

Mr. Mittane. I have tried to follow generally the suggestians that 
were given to me as to the various headings under which the com- 
mittee would like to have an approach on the subject. 

Incidentally, this company, aside from the statement, is divided 
into two departments; our main line of manufacture is rubber ma- 
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terials, and the other is plastic materials. We seem to be between 
two fires that are causing the shortages of styrene, and so on. 

The biggest part of our business is the manufacture of rubber 
floor tile. 

We have a plant located on Post Oak Road, which is relatively new 
and well equipped, and is now less than 3 years old, in this vicinity. 

This company, with its predecessors, is 30 years old, but has been 
located in eaten about 3 years. 

Prior to its location here, it was located in Wisconsin, with plants 
at Milwaukee and Racine, Wis. Its primary purpose in moving to 
Houston was to obtain increased production, the demand for the 
principal product—rubber floor tile—being greater than the produc- 
tion facilities in Wisconsin. The facilities in Houston practically 
tripled the production in Wisconsin, and if raw materials were avail- 
able, this entire production could be sold. 

While there has been an increase in production, it only amounts to 
approximately 50 percent of the potential of the business that could 
be obtained if raw materials were available, and there, of course, Ll am 
talking about the rubber floor tile more than the plastic business. 

The company employs approximately 200 employees. Its most 
efficient operation is on a three-shift basis, but due to shortages of 
material, it is operating at slightly over two shifts per day. 

This company is one of the largest producers of rubber floor tile 
in the United States, but also manufacturers a line of other rubber 
products, as well as a line of compression-molded plastics. 

It owns its own plant and operates on a basis of sale between $3 
and $4 million per annum. 

Now, the first heading that 1 have here is headed off “Defense con- 
tracts—prime and sub.” That is the way the thing was submitted to 
me. I will read the statement first, and then there are one or two 
things that bother us, and which we think we can make some sugges- 
tions to the committee on, and one of them is the shortage of raw 
materials, and the other is the manner in which defense contracts 
are being handled. 

Defense contracts—prime and sub: This company is equipped 
to produce a very large quantity of compression-molded plastics. It 
has a complete staff for their production and development. It did 
a very large business in this line during World War II, with most of 
the business being in the nature of subcontracts. Its move from Wis- 
consin to Texas lost a considerable amount of this business due to the 
long distances involved in the former trade area. This department 
today is operating at approximately 25 percent of its capacity, and 
has available the facilities and equipment, engineering ability, and 
know-how, to immediately produce a very large volume of compres- 
sion-molded plastics. 

Since the Korean situation developed, it has made a strenuous effort 
to obtain either prime or subcontracts in this department without any 
success, 

The main obstacle appears to be the lack of invitations to bid, the 
very short time that is allowed between the time of the receipt of the 
invitations to bid and the closing dates, and the lack of availability 
of specifications to permit intelligent bidding. 
__In actual practice, we have been told a number of times that spec- 
— and plans could not be provided because they were not avail- 
apie, 
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The second obstacle, as viewed by this company, is the fact that 
many companies are bidding at prices lower than cost in order to get 
some business. This is a particularly bad feature, because it keeps 
out the bidder who desires to do business at a reasonable profit, the 
business ordinarily going to either the very large producer or to in- 
experienced molders who are trying to get started in defense work. 

In addition, this company has an extensive amount of rubber- 
making facilities available which could be utilized almost at once. 
A particular item is in connection with shoe soling to which the equip- 
ment of this company is particularly well adapted. We have made 
a number of bids, usually without sufficient iadenedion upon which 
to base them, but have never heard what the results were, who received 
the business, or why we did not receive it. 

In addition, this company has a large plant which can be adapted 
to many other phases of defense work, and we have at least three men 
almost continuously endeavoring to find some business which can be 
adapted to our facilities, and those three men are seeking work in 
connection with defense work. 

We are familiar with the way to go about it, or we think we are, 
and we know all of the agencies. We have writtentoallofthem. We 
have been listed with all of them. We have written to them in prob- 
ably 30 different places, and we have sent men to Washington, Fort 
Worth, and St. Louis, but up to this ap spr time we have not re- 
ceived anything which we could actually get our teeth into. 

Now, we think that the first thing this committee should do from 
the small-business standpoint is, No. 1, the developing of some manner 
of getting bids to the prospective bidder, so that he has time enough 
in which to check the thing over, examine it, and intelligently prepare 
his bids which, of course, as I think you gentlemen know, in respect 
of plastic production requires a considerable amount of engineering 
ved study. 

The second thing is the fact that we think, whether we are correct 
in this thing or not, we think there are favored people who are re 
ceiving the Jarger orders, or a quicker service in this respect, so that 
they know what they are talking about, when we don’t. 

Now, as an ordinary thing I would not attempt to tell you all these 
things, but I can tell you that out of 26 invitations to bid within the 
last 4 or 5 months, we recived two small contracts, five requests were 
mailed to various agencies for invitations to bid, to which there was 
no response. Five invitations to bid were not received in time to 
process and return for the opening date. Eleven bids were received for 
products not in our line. 

In that connection, I think the committee might investigate that. 

Mr. Curtis. Were those bids from the Armed Forces? 

Mr. Muzane. Yes, sir; the Navy and Army. 

Mr. Mansrtetp. While you are on that subject I think Lieutenant 
Flickinger might have something to say at this point. 

Lieutenant Fiick1ncer. In connection with the receipt of bids in 
insufficient time, how many days were you able to use in preparation 
of your bid? , 

Mr. Mitxiane. Well, in most instances not more than a few days. 

Lieutenant FLickrneGer. I see. 

Mr. Mitiane. You see, the difficulty is that on plastic parts, com- 
pression-molded parts, which I think are ordinarily very precise, and 
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it is very, very important that we have blueprints, and we must have 
specifications, and we cannot get them. We are told when we ask for 
them that they have run out of them, that they have not got them. 

Now, we have a choice of doing one of two things; first, taking a 
wild guess, which might be disastrous, or in the alternative not bid- 
ding. 

Lieutenant Friickxincer. Is it specific agencies with which you have 
difficulty, or is that the general picture ¢ 

Mr. Mrzane. The funny thing Lieutenant, is the fact that the 
Navy is the worst transgressor, and during the last war the Navy was 
our best customer. 

Lieutenant Fiickrncer. Let me ask you this: Is it the unavail- 
ability of specifications from the purchasing activities that delays 
you ? 
Mr. Mitziane. That is correct. We wire or telephone for them 
immediately. 

Very recently we asked Congressman Thomas to help us get specifi- 
cations on a shoe-soling set-up, and we were very anxious to bid on 
that. 

Lieutenant Fiicxincrr. Did you write for the invitation to bid, or 
were you sent it ? 

Mr. Mitiane. We have listed our desire to be invited to bid in all 
of the agencies, without exception. I think there is no exception. 

Lieutenant Fiickincer. Do you receive them directly from the 
agencies ¢ 

Mr. Mitziane. Most of them we receive directly, but a lot of times 
we receive them after the time for bidding has closed. 

Lieutenant Frickrncer. Have you taken your problem up with 
Captain Irwin at all? 

Mr. Mitiane. | think Captain Irwin has been approached. 

Captain Irwin. Yes; we have had a call from you. 

Mr. Mititane. We have had very excellent cooperation from the 
local offices, and I might say from the other procurement agencies 
at Fort Worth and Dallas; they have been very helpful, but we have 
not gotten any jobs. 

Mr. Datmas. What would you think would be the proper time for 
a manufacturer to have to take to figure a bid after he got the invita- 
tion and plans and specifications ? 

Mr. Curtis. In your industry. 

Mr. Mitziane. You mean in the plastics part of the industry? 

Mr. Datmas. Yes. } 

Mr. Mitiane. I would say 15 days. 

Lieutenant Fiicxincer. After you receive it ? 

Mr. Mittane. Yes. You see, we have an engineering problem in- 
volved in most of these. We have to decide as to the eieeh of the 
mold that is to be made, and you have to, of necessity, do a consid- 
erable amount of engineering to make a mold in a form where it makes 
the most economical production. 

In other words, you might have very nicely made a mold that would 
be sufficient, but if you were putting on a couple of million parts you 
might find just a small change in that mold would make it possible 
to cut down your operations and your cost, and the cost to the Gov- 
ernment. 
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Mr. Curris. Let me ask one other question: When you do get the 
specifications, are they sufficiently detailed? You have no complaint 
about the specifications themselves ? 

Mr. Miutiane. Well, we don’t have any complaint if we get them, 
and they are sufficient. Sometimes they are not very sufficient. 

Mr. Curtis. I was wondering about that. 

Mr. Mitiane. I am talking now more particularly about plastics. 
A rubber soling. I will give you an instance where there is a matter 
of specifications involved. ‘There are in the rubber-soling or com- 
position-soling business a number of different grades, but there are 
different companies that have different grades, and yet there is no 
specification issued by the Armed Forces, and they buy huge quan- 
tities of rubber soling. I think you are familiar with that. 

Mr. Mansrtetp. That was the question I was going to raise. Often- 
times you do not get the specifications ? 

Mr. Mitiane. That is correct. I have told you of instances where 
we specifically asked for them. 

Lieutenant Fiicxrncer. Are they military of Federal specifications ’ 

Mr. Mititane. The Federal specifications are standard. They 
are not lacking, because they have been set up and accepted. 

Lieutenant Fiickrncer. I mean, you receive those? 

Mr. Mittane. The specifications? 

Lieutenant Fricktncer. The military specifications. 

Mr. Miriane. Yes. 

Mr. Curtis. These were all bid, not negotiated ? 

Mr. Miutanr. No, sir: these are all bid. We have tried to work 
on negotiated contracts and have gotten nowhere at all. 

Mr. Curtis. What we are afraid of, what is happening, they be- 
come negotiated rather than being subject to bid. 

Mr. Mitiane. Well, I would like to point this out to you, in 
connection with bids sent to us, and I want to read it quickly. You 
remember, we make rubber and plastics, and these are a list of 
bids which we were invited to bid on: Closet bolts, metal parts, in- 
jection-molded parts, metal goods, metal goods—items not manu- 
factured by us. Toilet seats, injection molding, and rivets, finally. 

We were asked to bid on these. We believe many of these, and 
we may be unfair about this, but our conclusion is that these are 
just meeting the requirement for three bids on negotiated contracts. 
It is very convenient to send it to somebody who—we believe we may 
be unfair in this, and we may be swinging in the dark, hoping to 
hit something, but we think in many instances we are put on the 
list where they know we don’t manufacture these goods. 

Mr. Curtis. That is what has been my concern, and I wonder if 
you could leave with this committee the details, so that we can 
follow through on your specifications to find out just exactly what 
it is, and maybe we will be able to run down a few of these cases, 
Mr. Chairman, and Mr. Dalmas, and we might find that is exactly 
what is going on. I think that this committee wants to stop that 
if it is going on. 

Mr. Muzanet. We would be most happy to give you the details 
with the bid numbers, terms, and articles involved. i 

Mr. Damas. It might be interesting to know whether the rivet 
manufacturers got any invitations to bid on plastics. 

Mr. Miziane. That is exactly what we are a little bit afraid of 
as to what is happening. 
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Mr. Mansrtetp. Proceed, Mr. Millane. 

Mr. Mitztane. The next heading which I have in my prepared 
statement that I want to read refers more specifically to rubber floor 
tile. 

The main item of this company is rubber floor tile. It has de- 
veloped an essentiality during the past 7 years which has made it 
an essential civilian item, which, 10 years ago, was considered a 
Juxury item. 

Because of its long, tough life, it is relatively cheaper than other 
flooring materials and it has grown to a necessity in hospitals, 
office buildings, the home, and other places where long life and ease 
of maintenance are important. 

In that connection I would like to point out just briefly the growth 
of this industry. Over a period of some 20 years the average pro- 
duction of rubber floor tile in square feet averaged between 5 to 
10 million feet per vear. This last year it was in excess of 100 million 
square feet, and it has grown to a rather respectable business, and it 
is also interesting to note that 90 percent of the production of this 
item is made by about 10 companies in this country, 3 of which are 
large and the other 7 are small businesses, such as we are. You 
would probably call us a large small business, or a small large business. 
We probably are one of the larger manufacturers of this material in 
the country. 

We are somewhat concerned, and it is a question of essentiality. 
We have been assured that there will be no taking of it out of the per- 
mitted items on rubber, because it was taken out during the last 
war for a period of 3 years. 

Mr. Datmas. Mr. Chairman, I would like to ask the witness a 
question at this point, if I may. 

Mr. Mansrievp. Go right ahead, Mr. Dalmas. 

Mr. Datmas. Do you sell your goods to the Armed Forces’ hospitals, 
and the Veterans’ Administration ? 4 

Mr. Mittane. We have it in many of those groups. It is very 
important. It is in the atomic-energy plants, and they have found 
because of its resistance to certain things which, of course, we don’t 
know of, but we are told that it is very helpful there. 

Mr. Datmas. On the atomic energy and the Armed Forces installa- 
tions, you are able to get DO orders on those, aren't you ? 

Mr. Muzane. We are; but, of course, you know, we sell through 
the distributors, mostly our distribution is national, and in many cases 
the DO’s do not trickle down to us fast enough to use. 

Mr. Datmas. That point has come up before, too, Mr. Chairman. 
In other words, a great many of these manufacturers have to wait 
until the DO’s trickle back to them from some other source, and it 
might be worthy of consideration to have a blanket DO for a manu- 
facturer of this type, and let him collect the DO’s and turn them in to 
the proper office later. 

Mr. Mitianr. I think you would find cooperation from the manu- 
facturers in this particular business. They would be glad to work 
with whoever the authority is who would set up such a procedure. 

Mr. Curtis. At this point I would like to ask a question. Your 
floor tile, I guess, goes partly to the housing industry for private 
dwellings? 

Mr. Miniane. Yes. 
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Mr. Curtis. And a certain portion goes to commercial and in- 
dustrial buildings ? 

Mr. Muxane. That is correct; and hospitals. Of course, it is 

very widely used in hospitals. 

Mr. Curtis. Institutional buildings, schools, and so on? 

Mr. Miitane. Yes, sir. It is very widely used in institutions, and 
it has supplanted many other types of floor coverings during the past 
5 or 6 years. 

Mr. Mansrtexp. Proceed. 

Mr. Mittane. Returning to my statement, in addition—and this 
may surprise you, gentlemen—we manufacture a number of other 
items, including rubber filter press plates which are very important 
to the defense ‘effort, cleats for football shoes, which are important 
both in the sports field as well as having been used by the Armed 
Forces in places where insecure footing made them necessary. 

We sold a great many during the fast war to the Armed Forces. 
We manufacture somewhere around 18 million a year, and most of 
them go into the sports field, but during the last war we did provide 
a considerable amount of them to the Armed Forces, where they were 
used in muddy terrain. 

Mr. Mansriexp. Proceed. 

Mr. Mitiane. The next matter is one that has bothered us greatly, 
and that is the matter of scarcity of materials. 

Our main problem involves the scarcity of rubber without which 
we cannot manufacture our main item, rubber floor tile. 

When the first rubber order was issued in August 1950, we were 
assigned an allocation of 430,000 pounds per month. We were able 
to use and receive the full allotment through the month of October. 

The following brief chart indicates the situation with respect to the 
allocation of rubber which we were supposed to receive, the amount 
we did receive, the percentage of use which was permitted during the 
period, and the percentage of rubber received en us related to the 
allocation. 

I think you understand that there is a distinction by the NPA 
between the amount of rubber you receive and the amount of rubber 
you can use, 

Mr. Curtis. Is this synthetic ? 

Mr. Mitxane. It is synthetic, 100 percent. I might say when the 
rubber industry was floundering for want of customers, this industry 
stuck to the use of synthetic rubber 100 percent, and we have been 

venalized for the last 6 months because of that, because they say that 
if we had used natural rubber it would have reduced both of them, 
so now they reduce all on synthetic rubber. 

Of particular concern to us is the fact that, while the amounts of 
rubber of both use and receipts were considerably below the alloca- 
tion, as of March 1, the allocation itself was cut approximately 16 
percent and this new figure is now the one which is used for deter- 
mining our use and receipts of rubber, which manifestly reduces us by 
the 16 percent plus the additional reductions which are made from 
time to time. 

Mr. Mansrtetp. I don’t think you ought to read in those figures. 

Mr. Miriane. Well, there is only one thing I would like to refer to, 
and that is 430,000 pounds allocation, new allocation, continued 
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through February, and you will notice in the column next to it we 
received as low as 5614 percent of our allocation, and then in March 
they decided to cut the allocation down to make it sound as though 
we got more rubber, and they cut us from 430,000 pounds to 375,000 
pounds per month as our established allocation. 

Of course, it is easier to say that you get 90 percent of that than 
it is when you say you get 90 percent of 430,000 because you have to 
get more rubber. 

I think these figures should be in the record. 

Mr. Mansrrecp. They may be placed in the record. 

(The figures referred to are as follows :) 
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— use per- allocation | Allocation | new allo- 
mitted received cation 
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Mr. Mitziane. The above is plainly indicative of the difficulties 
which we have encountered since the 1st of November, which is sup- 
ported by innumerable telegrams, letters, and communications with 
the NPA, the office of Senator Lyndon Johnson, and others. 

We have suffered considerably by shortages of color pigments, 
notably titanium dioxide, which effective the Ist of August, has been 
reduced to about 50 percent of our requirements. We cannot under- 
stand why the defense effort should require any great amount of this 
pigment, but are advised that such is the case. We also believe that 
a great amount of this pigment is going into channels which are not 
normal, due to the fact that there are numerous black-market offers 
made from time to time for this material. 

There is not a week that goes by that somebody does not offer to 
sell us titanium dioxide for four or five times the price that we get, 
any amount we want. 

fr. Mansrrecp. Mr. Millane, the committee would appreciate the 
names of these people. 

Mr. Mittane. You can find them very easily by examining the 
magazines, They have such a crass attitude, that they publish it 
in the magazines. 

Mr. Curtis. Might I suggest, Mr. Chairman, that: he get. in touch 
with Mr. McCormick after he is finished testifying, and then Mr. 
McCormick can take immediate action on some of that. 

Mr. Mitiane. | would be glad to, indeed. 

There is hardly a week goes by that we don’t receive an offer of 
any quantity we desire. The going price is around 20 cents a pound 
and the black market price is somewhere in the neighborhood of 
from 75 to 80 cents. 

Mr. Mansrieitp. This committee wants the names of those black 
marketeers. 

Mr. McCormick. Do you have any remark to make at this time? 
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Mr. Leo McCormick. Yes. This particular commodity, it is pos- 
sible that these high prices were charged before the freeze date, and 
that is not a black market. Is that possible? 

Mr. Mitiane. Oh, no, no, no. The shortage of titanium dioxide 
has extended back to August of last year. Our shortage developed 
in August 1950, and the regular sources of supply, their prices have 
been changed, but very, very little. I think practically all of the 
titanium dioxide is produced by two companies in the United States, 
one is du Pont and the other is National Lead & Titanium Corp., 
and they have held their price line. They have changed very little 
since a year ago. 

Mr. Leo McCormick. I would like to say that there are two ways 
this problem can be answered, and it certainly will be with all the 
force we have. One is by an out-and-out investigation with competent 
people, which we have, being an important chemical, as it is. The 
other thing is by developing a particular tailored regulation for this 
chemical industry, so that from these two legitimate sources this 
product can be channeled legitimately at a proper price, and the infla- 
tion squeezed out of this line of distribution. 

Mr. Muane. I might say this: I know these companies both have 
made some effort to police the situation, but it gets entirely away 
from them. 

A great deal of titanium dioxide is used in cosmetics, and that 
disappears from the trade, and it is used very widely in paint 
manufacture. 

sut it disappears from many of the formal channels, and it shows 
up suddenly out of New York by written advertisements, and you 
can pick up the Wall Street Journal today, I believe you can pick it 
up today, and you can read an ad offering to sell it. 

Mr. Mansre.p. That is interesting. Mr. Dalmas? 

Mr. Datmas. Have you been offered any titanium dioxide under 
the guise that it was imported into this country ? 

Mr. Muttanr. No, no;I was not. Asa matter of fact, I have heard 
of people who have succumbed and bought some of it, and they find 
that it comes in the original bags. 

Mr. Datmas. Mr. Chairman, for the information of those here, we 
had one witness testify in New York that he had received titanium 
dioxide from abroad, and that it was in the original sacks of the 
American companies. How it got abroad, nobody could answer. 

Mr. Mitiane. I think that the companies themselves, of course, 
being highly reputable companies, as they are, would be pleased to 
have that practice stopped, as well as legitimate users like ourselves. 

Mr. Mansrieip. Oh, yes. Proceed, Mr. Millane. 

Mr. Mitianeg. There are shortages in other materials involved in 
the rubber tile manufacture, the latest being that of refined sulfur 
which has not as yet affected us materially due to the fact that we are 
on a restricted production basis. 

For the last 6 months it has been virtually impossible to obtain 
phenolic resinous plastic powders due to the shortage in the industry 
generally. This has kept us from the manufacture of many essential 
civilian items, as well as others which were not essential. 

If we were able to obtain any reasonable amount of raw materials 
in all departments, we would be able to maintain at least 50 percent 
more of a labor force than we have at present. 
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One of the stiggested subjects was financial assistance, and there is 
no need of financial assistance for defense work, because our company 
‘an do its own financing if it is necessary. We have a brand-new 
plant that was built to take care of a very considerable amount of 
defense work, and we have been surveyed, and I think that every one 
of the Armed Forces, as well as some of the other procurement organi- 
zations, have found that we have a plant that is ideally fitted to use, 
and yet we are standing there with about 75 percent of our facilities 
standing idle in our plastic department, which might very nicely be 
in production, producing things. 

Mr. Mansrievp. Thank you very much. 

Mr. Curtis. No questions. 

Mr. Datmas. No questions. 

Mr. Mansrietp. Thank you very much, sir. 

Mr. Muzane. Thank you. 

Mr. Mansrietp. Mr. Nalle would like to make a statement. Could 
you make that statement inside of a minute? 

Mr. Nauze. Sir, I will make it in less than that. I am most grate- 
ful to you for the assistance which you have given me, and we shall 
hope for the best, and if you are in Austin, please come to see us. 

Mr. Mansrie._p. Thank you very much. The committee will ad- 
journ until 1:30, in view of the fact that we have more witnesses 
this afternoon than we have had this morning; as a matter of fact, 
we have not been able to complete our morning schedule; I will have 
to ask the witnesses to be more brief and to file as much of their state- 
ment as they can. 

(Whereupon, at 12:20 p. m., the committee recessed to reconvene 
at 1:30 p. m., this same day.) 


AFTERNOON SESSION 


Mr. Mansrietp. The committee will come to order. 

I should like at this time to make a statement on behalf of the 
committee, relative to the chairman of this committee, the Honorable 
Wright Patman, and the Representative from the district in which 
these hearings are being held, Mr. Albert Thomas. 

Both of those gentlemen had hoped to be with us, but Mr. Wright 
Patman, who wanted to be present for both Texas hearings, and Mr. 
Thomas, who wanted to be present for this hearing, in the case of 
both of them unfortunately the press of business was so great that 
they were unable to be here at this time. 

I would also like to state that a temporary phone number for the 
St. Louis ordnance district office in Houston is 7551 Atwood. 

I think it should be brought to the attention of the witnesses that 
this morning in three hours we heard but seven witnesses, and we 
have got 19 witnesses to hear this afternoon. We want to hear from 
everyone, but I am going to request the witnesses to confine their 
statements to 5 minutes, and that will allow the committee some time 
to question them, and with luck we may be through by 5:30 this 
afternoon. 

I hope that each witness will cooperate and confine his remarks to 
5 minutes. You may have any additional statement you wish put in 
the record to accompany the remarks you make before the committee. 

Mr. Walker, you may proceed. 











2150 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


STATEMENT OF ROBERT G. WALKER, INDUSTRIAL MANAGER, 
R. H. FOLMAR CO., AUSTIN, TEX. 


Mr. Mansrteip. Give the reporter your name, your address, and 
your business. 

Mr. Waker. My name is Robert G. Walker, and I am the industrial 
manager of R. H. Folmar Co., 205 Riverside Drive, Austin, Tex. 

I would like to present to you some of the facts that we have un- 
covered in the fats. oe of the current mobilization program. 

Our company is a young company and we began about 1947. 

I think perhaps we might better show the growth of our company 
in the terms of sale since that period. 

In 1947 our total sales were $24,200. In 1948 our sales were $82,500. 

In 1949 we had sales amounting to $166,800, And last year, even 
considering the handicap under which we operated in the last 6 
months, our sales went over the $300,000 mark. We anticipated close 
to $500,000 in sales last year, and had our factory designed and so 
set up so that we would be able to cover over a million dollars this 
year. 

Our plant covers 11,000 square feet, and we have had debts of about 
$237,000 on which we are operating. 

Now, as for the current position of our company, we have only 25 
employees, who are now working in the company or in the plant, and 
in the past we have had as many as 40. 

We have learned how to mass produce fairly complicated metal 
units, using primarily aluminum extrusions and aluminum sheets. 
This material has been manufactured into 20 stock items, each con- 
taining from 35 to 55 pieces. 

We are equipped with the finest equipment that we could buy, all 
of it. Practically all of it was postwar equipment, and over half of 
it has been purchased within the last 2 years. 

Now, without listing the equipment which we have, we have several 

ieces which are of a type of which there are only a handful in the 
Nation, much of which is used in the aircraft industry, and it is needed 
in the aircraft industry now. 

Unfortunately, the facilities of our plant at the stage to which we 
now have it developed are idle about three-quarters of the time. 

The problem that we have run into is that of utilizing our facili- 
ties for defense work, particularly in the face of Government curtail- 
ment of our raw materials. 

Along that line I think I might break it down into the primary con- 
tract problems we have, and that of subcontracting. 

According to the Wall Street Journal of an issue of about a month 
ago, I understand approximately 75 percent of the war contracts are 
currently being let on a negotiated basis. We have been attempting 
to get someone to come down and check on our facilities, to negotiate 
with us in using our plant and our equipment for the manufacture of 
such products as we are capable of doing. So far, that is, since Sep- 
tember, we have not had anyone come to the plant to check it for us. 
That leaves us with approximately 25 percent of the current con- 
tracts on which we are ineligible to bid on. : 

We keep informed through several commercial services as to what 
contracts are available for our bid. On the few items that we have 
been qualified to bid on since, and of course such lists include a great 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2151 


variety of items, we have found that in about two-thirds of the time 
they are out of blueprints and specifications. 

I have here a stack of cards which we have received, somewhere close 
to a hundred, and it is a form that is printed up by the United States 
Navy Purchasing Office in Washington, D.C. All of them come back 
with a check mark on the position : 

Due to the unexpected number of requests received for the above item, our 
papers have been exhausted. 

I am sorry I did not bring more of these. We had a great quantity 
of them down there. 

So far as the Air Force is concerned, we have gotten a few of such 
items from them. They acknowledged our requests on several occa- 
sions and tell us that they did not have the bid sets which we could 
use, and sent along a list of catalogs which they suggested we get 
from them, and check such items as we were qualified to manufacture. 

I might add that this catalog of this type, we have gone over that in 
great detail many months ago, and gone back in September, and we 
checked such items as we were qualified to manufacture or believed 
we were qualified to manufacture. To date we have not received one 
item from the Air Force based on these catalogs. 

Now, about one-fourth of the time that we sent in requests for an 
invitation to bid, we have received a bid form from the procurement 
office, and this form has not had blueprints or specifications, either 
one or both. Naturally we are unable to give any bid that could be 
reasonable without the specifications and blueprints upon which to 
base our information. 

A number of times we have—well, we have always been crowded 
on time in which to submit our bid. However, if we are able to get 
the information within a week before the closing date, we can gen- 
erally get it in. 

Quite frequently we receive the requested material on which we 
are to bid on or after the date of the closing of the bid. All totaled 
up, we have been able to bid in the past 60 days on only one contract 
which would have totaled less than $65,000. 

Now, when we do send in a request from the procurement office we 
generally get back quite a stack of forms to fill out, which we are glad 
to fill out, but rarely do we get any action whatsoever, once the forms 
have been returned. 

I would like to skip over most of the rest of my material, since I be- 
lieve you already have it, and time is running extremely close. 

We would like to see, in order to help our company, and to help 
other companies in our position, the Gevementatl place more con- 
tracts on a bid rather than a negotiated basis; from the listings which 
we have been receiving of bid contracts, it is almost inconceivable 
to me that the great quantity of material they are bound to be pur- 
chasing should be classified in such a manner that it goes by negotiated 
contracts only. 

We would like for them to make available to us the specifications 
and blueprints of the contracts being let by bid. 

Now, of the 130 to 150 that we have sent in requests for bids, we 
have received 30 invitations which we were able to process, and of 
the 30 we did bid on 28. 

I might mention that in many cases on those bids we have been 
able to compute that some bidders have even bid so low that their bids 
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would not cover the cost of the raw materials. We have been con- 
templating doing that very thing ourselves on the basis that it would 
be cheaper for us to operate temporarily at a loss on a contract, or on 
which we would lose a small amount of money, rather than to close 
our plant down entirely and lose a much greater quantity. 

We would like to see, and I think by the way perhaps part of the 
trouble we have had on specifications and blueprints might be due 
to the great number of people who are forced into a small number of 
contracts to be let on a bid basis. There are many manufacturers 
who simply have such a small number of items on which to bid. 

I would like to see the Defense Production Administration’s new 
four-point procurement program carried out. I don’t know whether 
you are familiar with it or not, but it seems to be an attempt of the 
NPA to answer some of the problems the small-business man runs up 
against. 

I think along the same line your bill H. R. 1600 is a sincere attempt 
to answer our problems. 

However, I am afraid that most of those are going to come too late 
to help companies in the predicament that we are in. 

We are not asking the Government to give us anything. We hon- 
estly don’t believe it would be fair to the American people for the 
Government to subsidize unneeded and uneconomical industrial pro- 
duction, just to keep it alive. 

As the NPA chief has stated, if I may quote him: 

Keeping a small-business man in business is the key to our problem, because 
many of them will be needed at a later date in our war effort. 

All we want is to be given the opportunity that big business is given 
in contracting for defense production. All we want is a chance to 
get some of these contracts. 

Thank you, gentlemen. 

Mr. Mansrievp. Thank you, Mr. Walker. 

Mr. Curtis? 

Mr. Curtis. I think that was a splendid statement. I regret to 
say that the problems that you are presenting to us are pretty much 
common throughout the country. I wonder if you could tell me 
whether or not those below-cost bids you are talking about were 
largely from the larger companies. 

Mr. Waker. No, most of those have been from the small companies. 

-Mr, Curris. Doing what you contemplated doing, I suppose. 

Mr. Wavxker. Doing exactly what we intend to do. 

Mr. Curris. One other thing, you say your plant has not been sur- 
veyed. 

Mr. Warxer. No, it has not. 

Mr. Curtis. Although you have requested that it should be. 

Mr. Wacker. Yes. 

Mr. Curtis. Have you followed through on that request in any way ‘ 

Mr. Watxer. No, I don’t believe anything has been followed through 
on it. There has been a good deal of ignorance on our part, I am 
afraid, as to whom we should appeal to, and when we write asking 
for information we generally get back the sort of information that 
the Air Force sent us, that we should fill out catalogs and send in 
the catalogs checked as to what we are capable of bidding on. 

Mr. Curtis. Are you in touch with the local NPA people? 
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Mr. Waker. No, as a matter of fact, I was not aware that there 
was an NPA office within our area. 

Mr. Curtis. Mr. Bartlett, there is, is there not ? 

Mr. Bartirrr. Yes, sir, at San Antonio. Do you have the address? 

Mr. Warxer. Yes, sir, I do, I got the address this morning. 

Mr. Curtis. They are set up for that purpose, to try and help you 
with those problems. 

Now, I have a couple of more general questions. 

Your civilian business is the making of aluminwn windows and 
doors, is it not? 

Mr. Wacker. That is right, sir. 

Mr. Curtis. You must be selling these items to the general housing 
industry, aren’t you / 

Mr. Waker. That is right, sir. 

Mr. Curtis. And some of that is defense housing, is it not ? 

Mr. Waker. Yes, that is right. However, I believe that the order 
M-7 restricts us to 50 percent of our production from now on. 

Mr. Curtis. Are you able to get enough aluminum to take care of 
that 50 percent which you are cut ? 

Mr. Waker. Yes, we are able to get sufficient aluminum. Strange- 
ly enough we are able to get the aluminum to meet the 50 percent, 
far more so than we were the last quarter of last year. 

Mr. Curtis. Has there been any indication in this area of a black 
market or gray market in aluminum that you know of ? 

Mr. Waker. No, only the usual brokers, which you run into in 
the trade journals, offering sheets and ingots in various quantities. 

Mr. Curtis. Sometimes at 100 to 200 percent above the going price? 

Mr. Wavker. That is right. 

Mr. Curris. Do you use secondary aluminum or primary ? 

Mr. Waker. We use secondary aluminum exclusively. 

Mr. Curtis. I see. I believe that is all I have. 

Mr. Mansrtevp. Mr. Dalmas? 

Mr. Datmas. Mr. Walker, a statement as to Mr. Harrison’s four- 
point program that you spoke about, that was issued on April 23. 

Mr. Wacker. Yes, sir. 

Mr. Damas. That statement is the third statement that has come 
out of the defense agencies since the committee started its hearings 
6 weeks ago. The satement you referred to by Mr. Fleischmann came 
out on April 4, and on April 5 the Department of Defense announced 
anew procurement policy with respect to small business. 

Much of the language embodied in their policy statements the pro- 
visions of H. R. 1600, which this committee hopes will become law 
because, as has been pointed up by the committee, law is one thing 
and a policy statement is another. 

Mr. Waker. That is right, sir. 

Mr. Brown. May I call his attention to the fact that M-7 as 
amended came out this morning increasing your quota, and I[ think 
you will find that it is 65 percent instead of 50. 

Mr. Waker. That is fine. That will help a great deal. 

Mr. Brown. You will get a copy of that from the office. 

Mr. Mansrtetp. Mr. Walker, the committee would suggest that 
you maintain close contact with the local agencies which can be of 
service to you in the problems that confront you from time to time. 
We found out over the country that if the small-business men in the 
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area served would take up their problems with the divisional or re- 
gional chiefs of the agencies in their areas, that they could get lots 
better service than they could by writing to Washington. We have 
found by and large that these people are interested in small business 
and will go out of their way to be of whatever assistance they can to 
them. 

I think you have made a very reasonable statement, and the commit- 
tee knows that what you have said is true. 

I am delighted that there has been a slight refaxation of M-—7, which 
will help you to some extent. 

This committee intends to go into the matter of specifications, bids, 
and orders, to see if they cannot work it out to the benefit of the little 
man. 

Insofar as negoiated bids are concerned, I think you are conserva- 
tive. You say 75 percent, but I believe you would be closer to the 
truth if you said 90 percent, and that means, of course, the little man 
is getting it in the neck more and more all the time. 

We intend to take that matter up and see what can be done. 

Thank you very much, Mr. Walker. 

Is Mr. Benson in the room ? 

( No response.) 

Mr. Mansrtetp. Mr. John C. Fontana. 

Mr. Fontana. Yes, sir. 


STATEMENT OF JOHN C. FONTANA, CHIEF ENGINEER, THERMAL 
ENGINEERING CORP., HOUSTON, TEX. 


Mr. Mansrtie.p. Will you give the reporter your name and your 
business, please. 

Mr. Fonrana. Yes. My name is John C. Fontana, and I am chief 
engineer with the Thermal Engineering Corp. at Houston, Tex. 

I would like to say as a matter of introduction that we are a small 
concern, but a growing concern, and we are in a position that is pe- 
culiar in our industry, as we are the only manufacturers of air con- 
ditioning and heat transfer equipment, practically, in the whole 
Southwest, the nearest one being at Oklahoma City, and the next ones 
I know of being in St. Louis and Chicago. 

We are faced today with vital problems for which an answer will 
have soon to be found if we are to stay in business during the national 
emergency. Our problems are most likely the same as those faced 
by many small manufacturing plants all over the Nation, and boil 
down to three basic questions. 

1. How can we obtain defense contracts or subcontracts? We are 
interested in doing our share in the national defense effort. In fact, 
as far back as July 1950, we started investigating the possibilities of 

etting defense contracts, but we have been unable to find out exactly 
or we could fit in the picture within our own field. 

We feel that we would be of greater value if we continued producing 
the type of equipment in which we specialize and where our know-how 
and long experience would keep our plant working at top efficiency. 
We could undoubtedly also produce related materials required by the 
Armed Forces, but until now we have not been successful in contact- 
ing the proper authorities which could steer us on the proper track. 
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I would like to add here, Mr. Chairman, one item that has come to 
my attention, and I believe we would be in a position to manufacture 
it efficiently at the right price, and that would be the light type of 
rocket launchers. 

We have one of our foremen who is a first-class mechanic who was 
working during the war in a plant where they had over 300 men, and 
he was their foreman, and they manufactured a considerable quantity 
of such rocket launchers. 

Now we have another problem, being the only manufacturing plant 
of our kind in Texas, it is as vitally important for essential civilian 
projects—such as hospitals, schools churches, and commercial and in- 
dustrial construction—that we continue supplying the contractors in 
our area with our standard equipment. In other words, part of our 
production should be allocated for civilian use. 

Here, Mr. Chairman, I would like to give you a specific example of 
what we are doing, and this has to do with the N. P. Anderson Hos- 
pital for Cancer Research. The owners are the University of Texas, 
and it is backed and financed by the Anderson Foundation, in which 
there are $2 million of funds. 

The Anderson Hospital will be the foremost and outstanding cancer 
research hospital in the country, with complete installation, and they 
will go especially into the field of research in atomic matters and 
X-rays. 

We were successful in bidding against larger companies from the 
East to secure a contract for 328 air conditioners for the entire num- 
ber of conditioners going into this hospital, which amounts to a $714 
million project. 

The materials that we need are mainly and almost exclusively steel, 
copper, and aluminum; and all of them are in short supply, as every- 
one knows. 

In order to be able to start on our contract, we have word since 
December last, as a matter of fact got in touch with our Congressman 
Thomas and our Senator Johnson in Washington at the beginning 
of February, and presented our case to them. So far we have not re- 
ceived a defense order or directive that we need to be able to complete 
this contract. 

The general contractors have also sent a representative to Washing- 
ton, and have been able to obtain a priority from Washington, from 
Mr. Manly Fleischmann, of nearly half a million dollars of aluminum. 

We feel that the hospital is going to suffer considerably in delay of 
construction and the termination of the contract if we do not start 
supplying the equipment we are to supply within a reasonable time, 
and we figure it will take us from 6 to 7 months to complete this 
contract. 

We have not been able to find out exactly who is the person in Wash- 
ington to instigate and give us a defense order or a priority or direc- 
tive, whatever you call it, on this job. 

This is one of the questions that we have for the committee, if I 
may question you on that. 

Now, our third question is this. To accomplish this we need raw 
materials. We need a sufficient allocation of copper, aluminum, and 
steel which we do not have at the present time. We have been able to 
solve the steel problem to a great extent, but for how long we do not 
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know. Regarding copper and aluminum, we depend entirely open our 
subcontractors. We feel that we should be granted our own allocation 
of these two basic metals, not on the basis of past performance but 
rather on the necessities of the industries for our products in the Gulf 
coast territory. 

We are a growing concern. What we hope to learn from the com- 
mittee is how we can work out to secure DO’s and be able to obtain 
suflicient. materials to keep our civilian business going. 

Mr. Mansrtevp. Thank you, Mr. Fontana. 

Mr. Curtis? 

Mr. Curtis. I wonder just how your present supply compares with 
your historical supply? How long have you been in business? 

Mr. Fontana. We have been in business as contractors originally 
since 1945. 

Mr. Curtis. Yes. 

Mr. Fonrana. When I joined the company, when they built up the 
corporation in 1949, I joined them as chief engineer, and we decided 
to go into the manufacturing business, as we felt there was a great 
need for this type of product. 

Mr. Curtis. You don’t have much of a historical background, then. 

Mr. Fonrana. Yes; particularly the base period 6 months prior 
to June 30, 1950, was really a dead season ; it was a reconversion period. 

Mr. Curtis. You have not been in touch with the local NPA? 

Mr. Fontana. Yes, sir; we have. 

Mr. Curtis. You have? 

Mr. Fontana. Yes, sir, and they have been very cooperative, but 
from what we understand they cannot make any decision; it must be 
referred to Washington, which is understandable. 

Mr. Curtis. It is not so understandable. That is one thing that our 
committee is trying to urge, that the local people in NPA be given 
a great deal more authority than they shana have. I think that is 
already being done to a certain extent; isn’t that true? 

Mr. Fonrana. This is new to me, and I am very happy to hear it. 

Mr. Curtis. We feel that it has to be done in a local area. You have 
been in touch with the NPA people in San Antonio, have you? 

Mr. Fontana. Yes, sir. 

Mr. Mansrrevp. Mr. Dalmas? 

Mr. Fonrana. Mr. Chairman, I would like to add that we have 
learned quite a lot this morning from the discussion that went on, and 
we are happy to see that the St. Louis Ordnance District is opening 
an office in Houston. We might be able to see how we can go about 
getting defense orders. 

Mr. Mansriextp. Mr. Bartlett, do you have any comments to make? 

Mr. Barrierr. The only experience I had was the case this morn- 
ing, which I think was satisfied. Iam sure that if Mr. Fontana would 
stop in to see Mr. Brown, our district manager, that we can assure 
him he will be properly satisfied. 

Mr. Fontana. Yes, sir; thank you, sir. 

I would like to know, though, if having started with Washington 
directly, and we have correspondence with three different offices in 
Washington—one is the Copper Division; another one is civilian, Mr. 
Allen Weiss, who is the head of the Civilian Requirements Office; 
and also I understand a certain Mr. Shell, who is in a new division 
how. 
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Mr. Barrierr. We are all one organization. Your local repre- 
sentative is right on the ground, and I am sure that he will be able 
to follow it through for you. 

Mr. Fonrana. I have already talked to Mr. Brown about these 
problems. 

Mr. MansFietp. The committee wishes that you would talk to him 
again. 

Mr. Fontana. All right, sir. 

Mr. Mansrrevp. Thank you, Mr. Fontana. 

Is Mr. Benson here? 

Mr. Benson. Yes, sir. 

Mr. Mansrrevp. Mr. Benson, we are putting you here on the stand 
at. this time because we understand you have to go back to work, and 
we wish that you would complete your statement in not more than 
5 minutes. 

Mr. Benson. Thank you. 


STATEMENT OF W. S. BENSON, PROPRIETOR, B. & W. ENTERPRISES 


Mr. MansFrevp. Will you give the reporter your name, your busi- 
ness, and your address ¢ 

Mr. Benson. W. S. Benson; I am owner of the B. & W. Enter- 
prises, 3521 Sweetwood Street, Houston, Tex. 

Mr. Chairman, I appreciate this opportunity of having a few min- 
utes to talk to you, and I will try to make it brief. 

I was in the contracting business before going into my present busi- 
ness, which is the manufacturing of aluminum screen framing ma- 
terial, of which here is a sample [exhibiting gadget]. That is for 
making aluminum screens, which will fit wooden windows, steel win- 
dows, or any kind of a window. 

I bought a rolling mill without any rolls on it, and I had to put 
in a lot of experimental work and do the engineering myself, and 
develop the roller dies. 

We buy from the prime producers of ingot, and we rolled to our 
specifications, and to get the proper price we should buy in carload 
lots; and I spent a year in getting the mill set up, and just at the time 
of the Korean invasion I was ready to go, and bingo. I got chopped 
off on aluminum and cut down—65 percent of base for the first 6 
months. I did not have any base. I was just getting going. 

I have been eking along by getting a little aluminum here and there, 
and now we are on the nonessential list. I have got a rolling mill 
which can roll various shapes, and undoubtedly there are a lot of 
shapes needed in Government defense, and I have tried to find out 
through various sources about it. 

I have read your weekly synopsis, your bulletins, and everything, 
and I get the weekly synopsis, and I find that they want a hundred 
cases of apricots for Hopkinsville, Ky., or 25 rolls of toilet paper or 
25 cases of toilet paper, and there is really nothing in my line of 
endeavor in there to go after on bids. 

So what do I do? I want to get into defense work. I have got a 
punch press; I have got a rolling mill. I can make the dies to roll 
any shape that is feasible. 

That 1s my situation today, gentlemen. I have got a little stuff on 
hand that I am rolling out now, but I will be through in about 2 weeks 
and I will have nothing in my shop. 
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I never have really gotten into production, but I can turn out with 
one man a thousand pounds of aluminum through that mill, and more 
than that if I can put on more men. 

Now, it seems to me that I worked as a superintendent of construc- 
tion during the war building Government plants, and I worked on 
a cost-plus job or cost-plus jobs, and I worked on contract jobs. 

I got criticized for the methods in which I saved material. When 
they let the contracts out on a cost-plus basis, the idea was to burn 
it up, throw it away, waste it, so we can get our 15-percent cut. 

Now, gentlemen, I am talking facts. I know hat I am talking 
about. I have been through the mill. I am an old-timer. I am also 
an old union man, 

Now, I want to say that there need be no shortage of anything. A 
20-percent incerase in production could be had tomorrow if we would 
all roll up our sleeves and go to work, and I mean this. Labor is 
working on a 40-hour-week basis, for what? It was fine when every- 
thing was easy, and the economy was easy. But let’s get this thing 
settled. Let’s roll up our sleeves and work 48 hours, and to hell with 
the overtime. Why can’t every good American citizen get up and 
work, and if we put in one more day’s work at the regular time it 
will be better for the workingman, because he will get more than 
his overtime back. 

If you were to increase production 20 percent, then you would be 
lowering costs, because the overhead does not increase, and if you go 
into the butcher shop you can get something cheaper. 

I will have a little aluminum if you will increase aluminum pro- 
duction 20 percent. I can have some aluminum so that I could fix 
these people up with screens that need them. 

Mr. Mansrievp. Your problem is the lack of aluminum and no 
defense orders? 

Mr. Benson. That is correct. I think we can get aluminum and 
everything else, if everybody will just go to work. 

Mr. Curris. You would be selling your product to the housing 
industry, would you not? 

Mr. Benson. I sell to dealers who are manufacturers of screens. 

Mr. Curtis. That is what I mean. It is a housing screen? 

Mr. Benson. Screens for any building, this building, any building. 
Every building that is built has to have screens on it. 

Mr. Curtis. Have you been to your local NPA representative ? 

Mr. Benson. I was down there last week, and I tried to get some 
information, and they just told me that they thought the aluminum 
situation, so far as my trade.was concerned, was going to be knocked 
off 100 percent very shortly. 

Mr. Curtis. That is civilian; but, I mean, didn’t they give you 
any help of going into defense lines ¢ 

Mr. Benson. They didn’t know of anything. I have looked the 
bulletins over and everything. 

Mr. Curtis. Has your plant been surveyed ? 

Mr. Benson. No, sir. 

Mr. Curtis. Have you requested that it be surveyed ? , 

Mr. Benson. No, I haven't made any request for it to be surveyed. 

Mr. Curtis. You see, there is a lot of work being done by the con- 
cerns themselves. It is perfectly true that things are tight, and par- 
ticularly tight in your field, but, on the other hand, some of these 
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companies have done some of these things and found out about these 
things. 

Mr. Benson. I have been trying to find out everything I can. I 
keep in touch with all of it that I can find, and I keep in touch with 
all of the different manufacturers in my line of business as to what 
they are getting, and they are getting nothing, and don’t know of 
anything. Some of them have been to Washington, and it is just one 
continuous go. I have not got the money to do that. I have been 
pouring my money into my business. 

Mr. Curtis. I appreciate that. We are set up to try and solve 
your problem, which is multiplied a thousand times throughout the 
country, and we are very sympathetic. 

Mr. Benson. What I have done, I have sunk a lot of money in 
my business, and I am ready to realize something on it, and then I 
am stopped in my business. I have got machinery, and if I don’t 
get into production running something, and I sure could run some- 
thing for defense needs, it would be just too bad. 

Mr. Curtis. I certainly think you are right. That is our problem 
and we must get into it. 

Mr. Benson. I think if we would all roll up our sleeves and go to 
work—in fact, I don’t roll up my sleeves, I take off my shirt every 
day. 

Mr. Mansrievp. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Mansrietp. Does the NPA have anything to say at this time? 

Mr. Brown. We have shown him the synopsis, and we have pointed 


out how it can be used, also the standard groweemest manual offered 


by the armed services. That is about all we would be able to offer 
him. 

Mr. Benson. Pardon me, I would like to bring one thing up. I had 
an opportunity to make a bid on a job, and it was up in Kentucky, and 
it was for 5,400 screens. The date of the invitation was on the 6th 
of the month, I mean, the 27th of March, and it called for the bid to 
be in and open on the 6th of April, and the date for complete delivery 
was May 10. 

I got that information 2 days before the opening of the bid. I sent 
it in by registered air mail. It looked like it was awful quick to getting 
around to be sent all through the country for a man to get in and make 
his bid. 

However, maybe it was urgent. The delivery date was also short. 
I would suggest that inasmuch as I made a bid, I couldn’t be there 
personally, 1 don’t know who got the bid, and I imagine that comes 
out of the synopsis, though I did not get that one particular synopsis, 
but what I would like to know is why don’t they put the price down 
there so that the bidders who lose out know where they stand. 

Mr. Datmas. The Department of Defense decided to eliminate the 
quantity and dollar value in the synopsis of contract awards amounting 
to over $25,000, because of certain security regulations which were 
devised by the people in the Department of Defense. 

In other words, they felt that those screens that you mentioned, if 
they were to put down the number of screens and the dollar value 
of those screens in a military installation it might give aid and comfort 
to the enemy, so they cut that out. 
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Mr. Benson. The enemy isn’t so dumb. It said approximate value, 
5,400 screens. They know the volume of aluminum. 

Mr. Datmas. I am only giving you the reasons, sir. 

Mr. Mansrtevp. As Mr. Dalmas has stated, that was a ruling by the 
Defense Establishment. itself. I agree with you that it is hard to 
understand. 

Well, thank you, Mr. Benson. 

Lieutenant Fiickincrr. Mr, Chairman. 

Mr. Mansrievp. Liutenant Flickinger. 

Lieutenant Fiickrycer. The information that he seeks as to where 
he stood in the bid is a matter of information, and he can receive that 
information and he should be informed of that. 

Mr. Mansrieip. I wish you would tell him how he can go about it. 

Lieutenant Fiickincer. You can request information as to how you 
stood on the bid. That is a matter of public information, and you 
are entitled to that information. 

Mr. Benson. I should think so. 

Lieutenant Fiick1ncer. Have you contacted the activity on it at all? 
Did you ask your standing on the bid, and to whom the contract was 
awarded? You are entitled to that information. 

Mr. Benson. Thank you. 

Mr. MansFievp. Thank you, Mr. Benson. 

We will be back in Washington this week end, and we will go into 
all the problems and do the best we can. 

Our next witness will be A. P. Bargman. 


STATEMENT OF A. P. BARGMAN, HOUSTON SPECIALTY CO., 
HOUSTON, TEX. 


Mr. Mansrtetp. Will you give the reporter your name and your 
business, please ¢ 

Mr. Baroman, A. P. Bargman, Houston Specialty Manufacturing 
Co., Houston, Tex. 

We manufacture seating equipment for restaurants, usually stainless 
steel with metal. Our sources of supply have been mostly in steel 
and have been cut to about 35 percent . 

Our plant has been surveyed by the department, by the St. Louis 
Ordnance Depot. We have been in touch with the Army and most of 
the Navy on getting specifications to bid on many of their requirements. 

We get the reports from the Department of Commerce here, and as 
fast as they land we get them. One of the present problems we have is 
in bidding, the time element. By the time we get the reports back here 
and complete the bids, sometimes there is only a couple of days lapse 
in there, and in checking we have found that many times our bids 
reach there a day afterward, after the bid has been opened, even 
though the air mail is used. 

Another problem we have found is that many times on one or two 
items we were successful in bidding, but the advantage of eastern 
manufacturers on freight was a factor in making the items cost the 
Government less. 

Our problem is to keep our plant operating. We have about 75 
people that are working along, and we have been unable to get suffi 
cient materials through the various fair and unfair channels to keep 
going. 
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We are just wondering if something could not be done so that some of 
this procurement work could be handled in this part of the country, 
so that some consideration could be given to our location, because most 
of the purchases up to the present have gone to eastern points and far 
northwestern points. That has been our problem. 

Mr. Mansrietp. Mr. Curtis, do you have any questions? 

Mr. Curtis. Have you attempted to make any contracts with the 
Government through the General Services agencies ¢ 

Mr. Bargman. Yes, sir. 

Mr. Curtis. Now, I might ask one of their people here this ques- 
tion. You would procure on the basis of where you are delivering, 
would you not, so that the freight rates would not necessarily enter into 
it, because this type of equipment might well be used in this area 
here. Am I not correct on that? 

Mr. Jackson. Yes, sir. 

Mr. Curtis. I wonder if you would comment on that briefly. 

Mr. Jackson. As I get this, he is a manufacturer of heating 
equipment, 

Mr. Curtis. No, seating equipment. Didn’t you say seating? 

Mr. BarGMan. Seating, yes. 

Mr. Curtis. Chairs and stools, and things like that, which are a 
general service item. 

Mr. Jackson. Yes. We would take all—all of our procurement 
would be done through a bidding base, and if he is not on our bidding 
list we will put him on the list. 

Mr. Curtis. In competition with the eastern people, for example, 
the freight rates there give an advantage to them, although you are 
purchasing for the entire country for the administration, that is, the 
various agencies, and you do consider whether the delivery is to be 
down near the manufacturer ¢ 

Mr. Jackson. That is right. However, the award of our contracts 
is based primarily on the lower bid that we receive. 

Mr. Curtis. Where would your freight rates come in? That is the 
point that I am trying to get at. 

Mr. Jackson. Well, I would think a man locally here would be able 
to furnish chairs, or whatever the item might be, 1f they are manufac- 
tured here much cheaper than the manufacturer on th east coast. 

- Mr. Curtis. Your local office here would be placing bids for things 
in this area? 

Mr. Jackson. That is right. 

Mr. Bareman. We have handled a half dozen bids for the Ordnance 
Depot in Detroit. We figure our price, against their price where they 
are shipping from that immediate area, and we just cannot equal it. 

Mr. Curtis. Have you been in conversation with your local GSA 
people on these things? 

Mr. BaromMan. No, sir, not with them. 

Mr. Curtis. It might be a good thing to consult with them, because 
that is where a good deal of that equipment would be purchased. 

Mr. Bareman. Yes. 

Mr. Mansrtetp. Mr. Dalmas? 

Mr. Dautmas. Mr. Chairman, on the matter of transportation and 
transportation costs and charges, as you will recall the committee had 
that problem up with the Administrator of General Services Admin- 
istration during the Eighty-first Congress, and also with the Depart- 
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ment of Defense, because it appeared that they were not buying a 
great many items on the basis of getting the best price with the trans- 
portation charges included. We had the assurance of the Adminis- 
trator of General Services Administration in these words: 

The prime objective is to buy supplies and equipment under such terms and 
conditions as will incur the lowest over-all prices, service, availability of ma- 
terials, ability of the supplier to meet production deadlines, and specifications, 
transportation costs, administrative expense and other related elements con- 
sidered. 

In other words, according to the Administrator of General Services 
Administration, he wants to buy at the lowest price in any given lo- 
cality, with the transportation charges included. 

Mr. Bareman. That is right. 

Mr. Datas. In connection with the Department of Defense, they 
changed their method of buying. There was a time when certain of 
the departments had transportation accounts set aside out of which 
to pay transportation, and paid little attention to the cost of trans- 
portation. 

But we were informed late in 1950 that their policy was very simi- 
lar to that of General Services Administration, in other words, they 
considered the destination point as being the point at which the low- 
est price must prevail, and they nelaeak us in buying from anybody 


that they would take transportation into account in considering the 
lowest and best bid. 

Mr. Bareman. We handled over, I would say, 125, conservatively, 
invitations, and I can truthfully state that 124 of them were ship- 
ments to eastern points or northwestern or western points. There have 


been very few of them for this area. 

Mr. Curtis. I might state for the record that that has disturbed 
me, some of this purchasing by the Government, particularly as it 
is apt to be warehoused, or some of it is somewhere, at a point, let’s 
say, in the East, and then taken from the warehouse and sent out 
maybe back to the Southwest. 

Now, another committee I am on has been going into that very 
thing, and I think this committee well might follow this particular 
point through, to be sure that the GSA and the other procurement 
agencies of the Government actually are having a regard for where 
this material is going to be used, so that we can see to it that this 
policy is carried out. 

It looks like in this instance it probably is not, because those items 
are not being used, or at least 124 out of 125 are not being used in 
the East. 

Mr. Datmas. That would be an evasion of their declared policy, of 
course. 

There was one other point the witness made, and that is point No. 
3, with respect to information about invitations. That goes back to 
a point that was previously brought out here, that if there were in the 
Department of Defense office in Houston information about materials 
that were being bought by any of the three services, whatever they 
were, that people in this area would have an opportunity to know what 
was being bought anywhere, and the same would apply to every 
procurement office in the United States. 

In other words, one of the saddest things that we have to deal with 
these days is that small business does not know what is being pur- 
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chased, and you cannot get it through advance synopses, because we 
are out of tthe advertising-bid business; we are in the negotiated field, 
and they are not publicized. 

Mr. Bareman. The reports like the Department of Commerce fur- 
nishes, say they arrive here on Monday, well, by the time we air- 
mail letters out to the various agencies for this invitation and that 
invitation, they are supposed to get it the next morning, and possibly 
another day will pass, and by the time that is made through regular 
channels another 3 or 4 days elapses, and the time comes when we 
only have a couple of days left. 

Lieutenant Fiicxtncer. I would like to clear up one point with the 
gentleman. He said that his bids were not considered because they 
arrived late. I believe you said that they arrived late at the procuring 
activity. 

There is a general policy that the procuring activities check with 
the Post Office Department, and if your bid was mailed, in the opinion 
of the Post Office Department, in time for it to arrive prior to the bid- 
opening time, it is considered and added to the list. 

Mr. Bareman. Is that always an accepted policy ? 

Lieutenant Fiickincer. That is the policy, if your bid arrives, in 
the opinion of the post office, in time, or should have arrived in time, 
it is considered as a deciding factor, that it was mailed in sufficient 
time to arrive there. 

Mr. Baroman. It seems as if there was some agency in this part of 
the country that would handle requirements through here it would be 
much better, and it would enable all of the manufacturers in this 
area to have an equal opportunity to bid. 

Mr. Mansriep. Well, I think you have got a good point, and we will 
see what we can do to help you, Mr. Bargman. 

Thank you very much. 

Now, we have with us Mr. Fred Hopkins, representative of the 
OPS in Houston, who will be here to help us in this hearing. 

Our next nitness will be Mr. Hoy Owen, of the O. & M. Manufactur- 
ing Co. 


STATEMENT OF HOY OWEN, PRESIDENT, 0. & M. MANUFACTURING 
CO., HOUSTON, TEX. 


Mr. Mansrievp. Will you give us your name and your business, 
please ¢ 

Mr. Owen. My name is Hoy Owen and I am president of the O. & M. 
Manufacturing Co. 

We specialize in manufacturing replacement radiative cores for 
automobile, truck, tractors, and industrial equipment. 

We have suffered all of the agonies of the previous witnesses who 
have testified as to their problems in getting invitations for bids, 
and we have long felt that we would like to cooperate in every way 
in the defense effort, and we have gone to great lengths to secure bids 
for radiators, as called for by the military, and a number of the bids 
we submitted were low in some instances and high in others. 

We were surprised when we were low that the ‘bids were given to 
the high bidder. 

I have had a particular experience for replacement of radiator cores 
for the Diamond T truck, where our bid was $53, and the thing was 
given to the Diamond Truck Co. for $64. 
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So with that experience and background, it has slowed us up 
considerably in our efforts to compete on a bidding basis. 

For some time we have felt that the goods were being bought on 
a negotiated basis, and we would like to be able to contact the right 
parties to deal with for radiator cores or jackets, jacket water coolers, 
whether it be for a jeep, an army truck, or for a tank. 

We also have the problem of the supply of copper, lead, tin, and 
zinc. They are four highly strategic and critical metals. 

Our business experience in the manufacture of radiators goes. back 
about 6 years. We have used copper at the rate of about a ton a day 
since we have been in business, but under the allocation system our 
supplies have been cut to 10,000 pounds re month, and on a 5-day 
week, that gives us about 500 pounds per day, with a civilian demand 
for jacket water coolers and radiators amounting to such unprece- 
dented levels for our company that there is no supplying the demand. 

We need more copper, more brass, and more solder. 

Mr. Mansrtevp. Mr. Curtis? 

Mr. Curtis. I have no questions. 

Mr. Mansrtetp. Mr. Dalmas? 

Mr. Damas. I only have one comment, Mr. Chairman, with regard 
to supplying radiators for trucks and other vehicles of the Depart- 
ment of Defense. 

I think it is the policy of the Army to restrict those replacement 
parts to the original manufacturer. 

The Air Force, I believe, has a somewhat different policy. They 
do allow a great many subcontractors to bid on replacement parts. 
I do not know why the conflict in policy, and I don’t know whether 
it applies to radiator cores insofar as the Army is concerned, but 
I don’t think you will have much success in trying to bid on replace- 
ment parts for trucks and automobiles for the Army so long as the 
present policy is in existence. 

Mr. Owen. Yes: we have come to that same conclusion. 

Mr. Mansrtetp. I think it might be a good idea to tell the Army 
to quit fooling these people by asking for bids. 

The Air Force evidently is adopting a different attitude. So far 
as metals are concerned, all of those which you mentioned are in short 
supply, especially copper. 

Mr. Owen. That is right. 

Mr. Mansrietp. We do have a hundred-thousand-ton deficiency 
every year, and while the excise tax on imported copper will undoubt- 
edly be lifted within the next week or 10 days, the original supply 
won't be much to make any difference to the over-all economy for the 
country. 

Do the gentlemen from NPA have anything to say about this prob- 
lem of Mr. Owen ? 

Mr. Barrtierr. They are all critical materials, and they are all on 
allocation. If there is an undue hardship existing, our office will be 
glad to entertain an appeal. 

Mr. Damas. I would like to add to what Mr. Bartlett has said. For 
some time the committee has been trying to get the NPA to set up a 
replacement-parts section with the proper advisory committee estab- 
lished from the industry in order that essential civilian production can 
be supplied with these highly essential parts to keep these vehicles 
running, and to give this some priority for that type of equipment. 
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What they have done on that score so far, I-do not have any in- 
formation. 

Mr. Mansrtevp. Mr. Curtis? 

Mr. Curtis. I would like to ask two questions in regard to the spe- 
cific bid you mentioned. 

Was there any time differential in that bidding on those radiators? 

Mr. Owen. On this particular one for Diamond T, we managed to 
get under the wire with the cooperation of the ordnance depot here 
in Houston to supply us with an old core, whereby we could make up 
a drawing to submit with our bid. 

Mr. Curtis. I have regard to the time. 

Mr. Owen. We could deliver within the allotted time, and it would 
have been an easy job for us to handle, and we felt maybe at that price 
we were going to get some business, but when they gave it to Diamond 
T, that was another thing. 

Mr. Curtis. One other question. Was the Army going to be re- 
quired to provide any tooling? 

Mr. Owen. No, sir; no, sir. 

Mr. Curtis. You were all set to do it ? 

Mr. Owen. We were all set to do it. 

Mr. Mansrrevp. I think we might as well look into that from the 
standpoint of policy. 

Mr. Damas. You had the low price, did you not? Did you say 
you had the low price ? 

Mr. Owen. I think there was one bidder lower than ours. 

Mr. Datmas. But it went to the high bidder? 

Mr. Owen. Yes, sir; because it was a replacement unit for a Dia- 
mond T truck. 

Mr. Curtis. Incidentally, does the Diamond T Truck Co. subcon- 
tract out radiators, do you know ? 

Mr. Owen. I understand they do. In this particular instance 
another company was the supplier for Diamond T. 

Mr. Curtis. Well, that makes it even more interesting. 

Lieutenant Fuirckincer. What military activity was that bid 
under ¢ 

Mr. Owen. It was an Army job. 

Lieutenant Furckincer. From Detroit? 

Mr. Owen. Out of the Detroit Arsenal. I will be happy to sup- 
ply the committee with all of the bid numbers and the information 
as developed through that experience. 

Mr. Mansrrecp. We would like to have that very much. 

Mr. Owen. Very good. 

Mr. Mansrrevp. Thank you, Mr. Owen. 

We will now call on Mr. R. A. Childers. 

(No response. ) 

Mr. Mansrietp. Mr. W. W. Jamison. 

(No response.) 

Mr. Mansrtevp. Mr. R. R. Turner. 

(No response. ) 

Mr. Mansrretp. Mr. George L. Hardeman. 

Mr. Harpeman. Yes, sir. 

Mr. Mansrrevp. Will you come forward, please. 
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STATEMENT OF GEORGE L. HARDEMAN, PAN AMERICAN STEEL & 
SUPPLY CO., HOUSTON, TEX. 


Mr. Mansrretp. Will you give your name and address and _ busi- 
ness to the reporter, and then you may proceed. 

Mr. Harpeman. Yes, sir. My name is George L. Hardeman, 
and I am connected with the Pan American Steel & Supply Co., 
Post Office Box 31, Houston, Tex. 

I have a few notes which I will refer to and I will make it short. 

This firm was organized in 1944, and is engaged in the fabrica- 
tion and supply of miscellaneous steel and iron, including structural 
steel fabrication for small structures used in the erection of com- 
mercial, industrial, public works, and engineering construction. 

We usually sell to general contractors as a subcontractor, and on 
what is known as a competitive blind-bid basis. 

We normally employ about 30 people, and our annual volume is 
about $360,000. 

The bulk of our contracts at this time is comprised of hospitals, 
colleges, schools, sewage-treatment plants, synthetic-rubber plants, 
expansion dams, and reservoirs for the United States Engineers. 

According to the sheet that we got from the chamber of commerce, 
it lists several particular headings to discuss, so I will use No. 1, 
defense—-prime and subcontracts. 

Except for direct military purposes we do not come under the scope 
of this paragraph. Will our type of contract be considered essential 
to the national emergency? Are we to be out on a limb unless we 
can secure prime or subcontracts? We really don’t know. 

Two, essential civilian supplies. 

If our situation is not covered by paragraph 1, are we contributing 
to paragraph 2¢ Those are simple questions, but we don’t know the 
answers. 

Mr. Mansrteip. Well, it would appear that you are at least con- 
tributing in part to essential industry under No. 2, insofar as No. | 
is concerned. Have you discussed this matter with the local office 
of the NPA? 

Mr. Harpeman. Well, I have learned today that quite a lot of 
discussion has to do with prime and subcontracts for military purposes 
or the Army and Navy, and a lot of my remarks are not about that. 

Mr. Mansrtevp. It would appear to me with the kind of outfit you 
have got that you could very easily fit into the defense program. 

Mr. Harpeman. That is what we hope to find something out about. 

No. 3 has to do with scarce materials. We understand that the re 
stricted use of brass and copper is affecting our business. We use 
quite a lot of it in the miscellaneous steel for building construction. 
Miscellaneous steel is usually a small part of a large building. It is 
not the prime contract for steel. Structural steel is usually awarded 
in a large tonnage to strictly a structural steel company. We fellows 
then pick up the miscellaneous steel, which is usually called the head 
ache part of it. 

Mr. Datmas. Miscellaneous and ornamental iron ? 

Mr. Harpeman. Well, we try not to refer to the word ornamental! 
in our business too much, because you get over into a greater head- 
ache department, see? 
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We leave that to the ornamental specialists. 

Mr. Datmas. I see. 

Mr. Harpeman. How may we plan to protect our contracts requir- 
ing steel and other critical items? Allotments issue material rather 
piecemeal, and due to our relatively low purchases in the past year 
as compared with firms doing a much larger volume of business, we 
would not be getting much. There is quite a lot of construction busi- 
ness in the Gulf coast area. 

There has been a lot of large work being done, and we can only 
assume that they are doing essential work since they are approved 
by NPA. 

You understand that we are bidding on these jobs really without 
much assurance that we are going to be able to finally get all the mate- 
rials that will complete these jobs. 

It is not possible for us to say we cannot do that, because we will 
just put ourselves out of business. Unless NPA considers such work 
as we handle, and which affects the balance of the economy, to be es- 
sential, we could be injured critically, and we will not have a rating 
or will not have a classification or will not have any definite assurance 
that the materials will be available, and we could just have our hands 
tied quickly. All small business cannot secure defense prime or sub- 
contracts for military purposes. In other words, Some of us are 
going to have to try to carry on a part that may be considered es- 
sential civilian work, and if we can determine what will come under 
that heading, that would be helpful, and we would naturally like to 
know, because we are just angling in the dark. 

Mr. Mansrrevp. Yes. Could you answer that, Mr. Brown? 

Mr. Brown. I would suggest that he visit my office, and we will be 
happy to go over the whole thing with you in the NPA office. 

Mr. Harpeman. Mr. Fontana, I think, mentioned the Anderson 
Foundation. We also have a large contract on the Anderson Foun- 
dation, and we consider that in our own mind a very essential and 
necessary job, because of the very nature of what it is designed for, but 
that is purely an assumption. 

Mr. Mansrievp. Well, Mr. Hardeman, I think it would be a good 
idea for you to follow Mr. Brown’s suggestion. I would suggest that 
you go to sée him tomorrow, and sit down with him and find out what 
you can do, and I think in that way you will have a better idea of 
1ow to chart your course from here on out. 

Mr. Harpeman. We are really bringing these matters up to in- 
dicate from our point of view what we consider our problems. 

Mr. Mansrretp. Yes; that is right. 

Mr. Harveman. And not from the standpoint of trying to beat 
anyone over the head. 

Mr. Mansrretp. We understand it in the right way, and we are 
glad that you are calling it to our attention. 

Mr. Harpeman. Of course, all of this which is matter that this 
committee is unable to say to me they can do anything about, and I 
don’t ask that you do, but it is a matter for consideration all along 
the line. We are talking about small business. In our particular 
business, we have continual pressure from our customers who expect 
our best endeavors to supply the essential jobs, as we understand 
them, and to help them maintain their organization. So that is an 
economic matter. 
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Our customers happen to be the best construction companies in this 
section, even though we are a small company. We enjoy that privi- 
lege or that situation. They depend upon us to handle as much of 
that as we can. 

We are extending ourselves beyond what would be considered prob 
ably good business operations, but there isn’t much alternative. All 
similar facilities in this area are taxed to the maximum of thei 
ability to produce. They are buying ahead of requirements as and 
where they can locate them, and that is a fact; it is our only hope to 
effect delivery to job schedules and with a large number of jobs in 
process in our plant, it is necessary to maintain a reasonable produc- 
tion of finished work. 

Shortage of material will make it impossible for us to do that. 
That means that we cannot finish very many jobs, and then you will 
have a number of unfinished jobs because you are short of some items, 
regardless of what stock you might have, you don’t call it stock, it is 
material secured and laid up, to some extent, in advance to complete 
these contracts. 

This sort of operation requires extra operating funds, over a more 
extended period, that is, 60 to 90 days. Our dollar volume of orders 
must be maintained, and you often get an abnormal relation to your 
facilities by comparison with mid-1949 to mid-1950. To obtain 
financing small business is often required to supply a guaranty far 
beyond the risk involved, or in proportion to the financing of the 
larger business. 

Perhaps there is too much fear that small business will fail, and 
often this fear and consequent treatment contributes to their demise, 
and their fear is felt justified. 

However, that is just a comment. 

Small business usu: ally wants to remain small, and the owner main- 
tains control and ownership. We don’t like to have to sell that in 
order to get money to get our business out, when we get into a situa- 
tion ina country like we have now. Perhaps we small business should 
be considered as very small, medium small, and large small, with 
appropriate consideration and treatment for the groups with rela- 
tion to their importance to our economy. 

The difference is too great between what is determined small and 
large business, as affecting their importance and their problems. That 
is the way we feel about it. 

When you say small business, it runs from a business with five em 
ployees up to what is considered the line between small business- 
what is it, 500 employees ¢ 

Mr. Mansrietp. Five hundred or less, and I am sure that this com 
mittee would agree with your definition, that sometimes large-smal! 
business is in reality big business, because 500 employees are an awful 
lot of people to e mploy. 

Mr. Harpeman. It is not very clearly defined, and you see what we 
are trying to do, we are trying to work out small business and large 
business over such a wide spre: ad there that it becomes confusing. 

Mr. Mansrrecp. Well; Mr. Hardeman, for your benefit and for 
the benefit of those in attendance, will Mr. Dalmas read the definition 
of small business. 

Mr. Daumas. This is the definition that the committee has adopted 
as a working rule. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2169 


The Armed Services Procurement and General Services Procure- 
ment Act defines small business among other things as those em- 
ploying 500 or less, but as a working rule the committee has this to 
say: 

An oft-repeated question is, What does the committee mean when it uses 
the term small business? The answer is, of course, that small business is a 
descriptive term which includes all smaller independent businesses, particularly 
local enterprises, in all fields of business endeavor, In some industries there 
is no small business. However, a realistic definition of the term “small business” 
would be one which classified small-business concerns industry by industry. 
By far the greater number of businesses, whether manufacturing, wholesale or 
retail, are small businesses. These businesses do not constitute, nor are they a 
part of a monoply or other form of trust. They are the backbone of our 
American competitive economy. They are the bulwark of free enterprise system, 
The committee will spare no effort toward preservation of that important and 
Vital section of our American business structure. 

In other words, sir, the committee believes that small business 
should be determined within an industry as to what may be small 
business. For instance, what may be small in the steel industry may 
be a large business in some other industry, so you have to view the 
matter industry by industry. 

Mr. Harpeman. In our industry, the reason I say that we are small, 
we handle a very important part along with the large, and a lot of 
times the large framework of the building itself, we have to pro- 
vide that, but these small businesses that go here and there, maybe 
we overlook them. 

Our remarks are not intended to reflect argument with the method, 
but to get down to earth as to how our small business structure can 
be maintained and strengthened by constructive thinking. 

Mr. Mansrievp. Thank you. 

Mr. Harpeman. What I said, I hope, will be of help to the com- 
mittee to get one person’s opinion of small business problems. 

Mr. Mansrievp. Mr. Curtis? 

Mr. Curtis. I have no questions, other than to state that you have 
presented us with a very factual picture which will be of consider- 
able help to us. 

Mr. Mansrirevp. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Mansrrecp. Mr. Hardeman, for the committee I want to 
express my appreciation for your statement, and to suggest that 
tomorrow you make it a point, of you can, to go down and talk this 
matter over personally with the representatives of the NPA, and I 
am sure that they will give you every consideration, and maybe they 
will be able to be of some assistance to you. 

Mr. Harpveman. That is the reason I brought it up. I think I am 
helping those fellows to try to establish some method by which this 
kind of work can be provided, so that they can give us a number, or 
give us some authority saying that it is essential so that we can go 
ahead. 

Mr. Mansriecp. Thank you, Mr. Hardeman. 

Mr. Boyce. 

(No response. ) 

Mr. Mansrrevp. Mr. Tyson Smith. 

(No response. ) 

Mr. Mansrievp. Mr. Williams or Mr. Major. 

(No response. ) 
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Mr. Mansrrevp. Mr. C. E. Newton. 
(No response. ) 

Mr. Mansrrecp. Mr. Howard Rhodes. 
(No response. ) 

Mr. Mansrrievp. Mr. E. W. Baker. 
(No response.) 

Mr. Mansrietp. Mr. Guy Goodman. 


STATEMENT OF GUY GOODMAN, JR., ROBERTSON CONSTRUCTION 
CO. AND ROBERTSON LUMBER CO., HOUSTON, TEX. 


Mr. Mansrrevp. Will you give the reporter your name and your 
business, sir. 

Mr. Goopman. Guy Goodman, Jr., and I am vice president of the 
Robertson Construction Co. 

We are in the construction busines, and we are home builders, and 
developers, and we do all types of construction work. 

My concern is faced with the problem of going out of business. 
We are running into this problem, we are developers and builders of 
subdivisions. 

To date, with the credit controls and restrictions upon materials, 
we cannot get the 100 percent GI loan, and with credit regulation X 
it has put us out of business. This part of the country has an economy 
distinct and separate from other parts of the country. This is a 

rowing part of the Nation. We are in the second port in the Nation. 
We have the petroleum, chemical, and farming interests in the largest 
of ways. 

Sometime back when NPA first initiated the procurement synopsis, 
our firm held a board of directors’ meeting, and we saw the hand- 
writing on the wall, and we knew it was coming. We had figured that. 
We said, well, we had better get into these Government contracts and 
get the ice broken. 

So, through Mr. Brown’s office we procured the synopsis. Being a 
construction firm, the first thing we saw were contracts from the Army 
office and a contract from the Navy. To date, gentlemen, all they have 
done is a bunch of smoke shoveling, so far as we are concerned. We 
spent large amounts of money trying to get the bids. When we get 
the bid, then we send back and ask for the specifications, and if we 
get the specifications then the bid date is closed, and we didn’t get it. 
We cannot figure out why. 

We made trips to Washington to see if we could allevite the situ- 
ation, and I believe that I talked to this gentleman, right there, about 
it [indicating Mr. Dalmas]. 

Mr. Datmas. Yes, you did. 

Mr. Curtis. That is Mr. Dalmas. 

Mr. Mansrietp. Yes. ' 

Mr. Goopman. That is one problem. I don’t know the answer. I 
still don’t know the answer. I doubt if anybody can tell the answer 
from the experience I have had with it. 

Well, we saw that that fell through, and we said, well, let’s get in 
with the engineers. We went to see the engineers in Washington, 
Dallas, and Galveston. They said, “Certainly, we will be glad to go 
into it with you and help you all we can.” 
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We got all the cooperation you could expect. They sent out their 
bids and they say that on a certain bid date we will open it on this 
date, and then the specifications will come about 10 days later, if you 
are interested. We sent back, and within the next few days we get 
a letter saying that the bid has been postponed for an indefinite time. 
We talk to the engineers and say, “Look, what is the score? We have 
got an organization and we are going out of business because of credit 
controls on housing, and because of controls on materials.” 

Well, they say, “The Air Force has not turned it loose,” or “The 
Navy has not turned it loose.” They say, “There is no definite pro- 
gram.” 

Why cut us out of business with credit controls if you are not going 
to use it some place else? Why take materials away from us that we 
could use to good advantage, and yet we have no place to go to build ¢ 

I would like to ask the committee why these things are going on. Is 
there a definite policy set ¢ 

I would also like to ask the committee, and I will bring in a supply 
problem here; as we all know, sheet rock is a very scarce material, and 
it is supposed to have a ceiling price, I think, but you cannot get it 
through the Government chap in this area. We use sheet rock, but if 
you want sheet rock you look at the advertisements in the paper and 
you see that they have got sheet rock and it usually sells from $45 to 
$50 or $55 a thousand, and when you ask them their price it is from $85 
to $90. The legitimate supplier does not get it in work like this. 

Where the building point in one part of the country has reached a 
saturation point, they still get their normal supply. They cannot sell 
it, so they put it in the area through a black or gray market, whatever 
you call it, and in turn it is transported down here, and we pay the 
price for it. 

To date, our company certainly has felt, and has felt it hard. We 
have a hundred more homes to construct, and after that I don’t know 
where we are going. 

Mr. Mansrietp. Well now, Mr. McCormick, could you answer the 
question raised by Mr. Goodman? Is there a ceiling price on the 
sheet rock ¢ 

Mr. Leo McCormick. I will have to turn the question over to Mr. 
Fried. Will you answer that? ‘ 

Mr. Frrep. Yes; there is a ceiling on it under the freeze period 
December 19 to January 25, at the present time. There is action in 
Washington now, for a specific regulation on building materials 
which will probably cover sheet rock, and it should be out within 
the next 30 to 60 days. 

Mr. Mansrievp. Mr. Curtis, do you have any questions? 

Mr. Curtis. No questions. 

Mr. MansFretp. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Mawnsrrevp. ‘There was one other question you asked, and I 
cannot recall it. 

Mr. Goopman. I asked the question if there was an definite policy 
of the Army, the Navy, or any of the defense departments about con- 
tracts on buildings on Army bases. 

Mr. MAnsFieb. Lieutenant, could you answer that question ? 
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Lieutenant Furcxtncer. There is a definite policy, and I have the 
Department of Engineers’ statement of policy here on it. I don’t 
have it from the Navy. They are preparing their policy statement 
on it. They have a definite program, and it is passed upon by Con- 
gress, by law, both as a unit item and a budget item. 

Mr. Mansrrevp. Lieutenant, would you mind going out and talk- 
ing it over with Mr. Goodman ¢ 

Mr. Goopman. I also have some other problems. 

Mr. Mansrrevp. I thought vou were through. You know that there 
is a 5-minute limitation, so give us the main points, please. 

Mr. Goopman. All right, sir. 

As a small business company, sir, we cannot compete with large 
concerns in the negotiation of contracts. We don’t have the money, 
and we cannot get it. 

Mr. Mansrretp. That is true: as we have tried to indicate, the 
small-business man is in a very precarious business, so far as nego- 
tiating contracts are concerned, because the trend has been steadily 
upward. As I told one gentleman this morning, when he said 75 
percent were negotiated, I said that I thought it would be closer to 90 
percent, but I think it would be closer to 95 percent, which is one of 
the recommendations we are going to bring back, that something be 
done to do away with this contract negotiation, and that more of these 
contracts be put out on a bid basis. 

We are going to recommend this so that the little fellows can have 
a chance to participate in it. We have heard that all over the country. 

Mr. GoopMan. It is very true here, sir. 

Mr. MansFuetp. Yes, sir; it is true all over. 

Mr. GoopMan. Thank you, sir. 

Mr. Leo McCormick. I just wanted to make one statement, on the 
matter of the hardware dealer that we were also interested in yester- 
day, and it was actually one of the problems that our retail grocer 
brought up this morning, of regulation 7, section 2. I just want to 
report that through our efforts we succeeded in having an industry 
advisory committee meeting invoked this morning, that has been 
helped by the retail hardware dealers this morning:-in Washington, 
and I talked to the people, and they have recommended unhesitatingly 
that relief be afforded. 

The amendment has been drawn, it has already been drawn to be 
submitted to the Administrator, probably tomorrow morning, and 
the Administrator himself has been talked to, Mr. DiSalle, and we feel, 
Mr. Chairman, and this, of course, is off the record to the press—but 
we feel that he will sign it. to relieve this situation. 

I think the point is there that we do act fast to bring relief where 
it is needed. It is up to him to sign it tomorrow, and we will follow 
it up. 

Mr. Mansrietp. Mr. McCormick, you are to be complimented, and 
I would like the audience to know that this is the type of work that 
Mr. McCormick has been doing in the 6 weeks that this committee has 
been holding hearings all over the country, and on the basis of this 
information it would appear that the difficulties that now besiege the 
retail grocers and hardware operators stand a good chance for relief 
at an early moment. 

Mr. Curtis. Could I make this point, and I think this is just as im- 
portant as anything: 
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A man who came before us yesterday in Dallas, who was nothing 
but a small retail hardware man, was the one who presented his case 
so well, and Mr. McCormick acted so well upon it, that he was on the 
phone, presented the problem to Washington yesterday afternoon, and 
this in the solution now. 

So all hope is not lost, I think we can say, Mr. Chairman, 

Mr. Mansrievp. That is right. 

Our next witness will be Mr. Andrews of the Consolidated Venetian 
Blind Co. 


Will you come forward, please, and give us your statement? 


STATEMENT OF ALEX ANDREWS, VICE PRESIDENT, CONSOLIDATED 
VENETIAN BLIND CO., HOUSTON, TEX. 


Mr. Mansrieip. Will you state your name and address and business 
to the reporter, please ¢ 

Mr. Anprews. My name is Alex Andrews, and I am vice president 
of the Consolidated Venetian Blind Co., Houston, Tex. 

We welcome the opportunity of appearing before this committee as 
the subject matter of our comments pertains to one of the three critical 
metals to be covered under CMP after July 1, namely, aluminum. 

We are the largest producers of venetian blinds in the Southwest 
and the largest producers of aluminum venetian blinds in the country. 
Inasmuch as our entire production is in aluminum, we naturally are 
concerned when any regulations, restrictions, or limitation orders are 
issued by NPA. 

The issuance of Limitation Order M-7 created a hardship upon us. 
We filed an appeal with NPA, and subsequently received relief and 
an authorization to use aluminum after April 1. Since then the orig- 
inal order has been amended several times permitting the use of 
aluminum in venetian blinds and all other items on the A list until 
July 1 on a limited basis. 

The CMP program which will go into effect July 1 will no doubt 
change the entire picture again, but, of course, we don’t know at this 
date how this new program will affect us. 

During our numerous trips to Washington to accomplish the above 
mentioned relief, we have had an opportunity to observe as well as 
to confer with a number of Department of Commerce and NPA 
officials on problems affecting our industry and our business in par 
ticular. Most of these problems concerned procurement of material, 
mainly aluminum, 

At the present time, the allocation of aluminum, as such, is con- 
trolled by four different Government agencies, namely: The Muni- 
tions Board, the Department of Interior, the National Resources 
Board, and NPA, at the operation level. The combined allocation of 
these four agencies is broken down as follows: Defense Orders, 60 
percent ; Stockpile, 20 percent; Communications Cable, 10 percent. 

This leaves 10 percent for the entire civilian economy, and out of 
this 10 percent approximately 4 percent is disposed of through direc 
tives issued by NPA. 

Due to the fact that there are four agencies independently engaged 
in allocating the available supply of aluminum without clearing 
through one head or central office, it is our opinion that there is a 
pyramiding of requests and numerous duplications for essential re- 
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quirements of this critical metal. This situation could be corrected 
and a more rational distribution of the metal would be effected if the 
four agencies placed their requirements through one coordinator or 
administrator who would be responsible for a fair distribution of the 
available supply to all agencies, based on a realistic appraisal and 
analysis of their request. 

NPA, at present, has a Director of Light Metals, Mr. Nigel H. Bell, 
who we believe has a comprehensive understanding of this entire 
question of aluminum. We understand that Mr. Bell held a similar 
post with WPB in World War II, and came to Washington last year 
as a consultant on light metals, and subsequently resigned as vice 
president of Sterling Windows, Inc., New York City, manufacturers 
of aluminum windows and products, whereupon he was appointed 
Director of the Light Metals Division, Industry Operations Bureau 
of NPA. 

It is our opinion that the appointment of such an administrator is 
vital and necessary to the war effort as well as to the civilian economy, 
and we beg this committee to give serious consideration to this sug- 
gestion and further, that this committee recommend such an appoint- 
ment to Mobilization Director Charles E. Wilson. 

Mr. Mansrretp. Thank you very much for your statement, sir. 

We will now call on Mr. W. F. DePriest. 


STATEMENT OF W. P. DePRIEST, WESLEY PLACE LUMBER CO., 
HOUSTON, TEX. 


Mr. Mawnsrrecp. Will you give the reporter your name and your 
Lusiness, please ? 

Mr. DePriest. My name is W. F. DePriest, and I am with the 
Wesley Place Lumber Co., at Homestead Road, Houston, Tex. 

As to some of our questions, they have been answered, and I am 
satisfied with that, but the Wesley Place Lumber Co. was organized 
to develop some real estate, building houses, and so on. The put ina 
millwork plant. The restrictions on the loans closed down their build- 
ing activities, which we are not complaining about. They finally 
vot through a hardship case with the Veterans’ Administration for 
<ome more lots, and homes to be developed, but through the action of 
our Treasury Department there is no more money available to make 
loans. The insurance companies, and so forth, are putting their 
money into Government bonds. 

Now, we have a plant out there to manufacture, and we offered to 
manufacture ammunition boxes, crates, or any other supplies that 
the Army or Navy needed, except finished furniture, or things like 
that. 

We had correspondence with several procurement agencies, and they 
went so far as to ask us for our organization set-up, our personnel 
set-up, our capital, and our avail: ible facilities, and we gave them all 
the information they wanted. 

We gave them to understand that we had plenty of room for ex 
pansion. We gave them to understand that we had available the 
hecesary mac hinery to do any of the work that we were ask to. 

We gave them our financial position, which would lead them to 
believe and to know that we woe not have to be in a financial cramp 
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in order to carry out any contract which we committed ourselves to 
take. 

We have not been able to get anybody interested in offering us any 
contracts, negotiated contracts or otherwise, or bids on any of that 
stuff. 

Now, if that organization does not get something in the war effort. 
they are going to lose about $350,000, because they are going to have 
to close up, and it is a small business, because they have committed 
themselves to certain obligations that they are going to have to 

carry on. 

They are going to lose about $350,000, because of conditions that 
have arisen, but they are well organized to re the work they offer to 
do, and we know that the Army and the Navy must have those 
things, and they are right here at the source of the raw materials. 
They are on the 1 -ailroad track, and our organization, I am sure, could 
manufacture those things and submit a bid that would be in line with 
any other bids that they can get. 

Mr. Mansrretp. Thank you, Mr. DePriest. 

Mr. Dalmas? 

Mr. Daumas. Mr. DePriest, you spoke of ammunition boxes? 

Mr. DePrirsr. Yes, sir. 

Mr. Damas. Have you contacted any of the offices—— 

Mr. DePriesr. We have contacted and had correspondence with 
the office in Atlanta. 

Mr. Datmas. Where? 

Mr. DePriest. At the office in Atlanta. 

Mr. Datmas. Well, it is my understanding that most of the ammu- 
nition boxes are purchased by the Joliet, Ill., Arsenal, and the Frank- 
ford Arsenal in Philadelphia, and that at the present time all of the 
ammunition boxes purchased are on a negotiated basis. 

Incidentally, we were informed when we were in Syracuse, N. Y., 
by a witness who testified there, who had been down to the Frankford 
Arsenal in Philadelphia in an effort to sell ammunition boxes, he said 
that he was informed that the list of suppliers was so long, and there 
were so many people wanting to sell ammunition boxes that were 
going off of civilian production, that there just was not any way they 
could utilize even a small portion of the facilities. 

Now, you mentioned certain furniture that you might manufacture 
for the Government, or did I misunderstand you on that ? 

Mr. DePrirsr. No, we did not say we would manufacture furniture. 
We are not set up to manfucture finished furniture. 

Mr. Daumas. What other things can you manufacture, other than 
ammunition boxes ¢ 

Mr. DePriestr. Crates to ship anything in. 

Mr. D:umas. Well, Lieutenant Flic kinger , do you know who buys 
the packing cases ¢ 

Lieutenant Frickincer. Packing cases, crates, and things like that. 
I will send you a longer list of places that buy wood ammunition 
boxes. There are 15 installations in the United States, and they are 
all ordnance loading plants. You can get it through the new regional 
office which has opened here in Houston. Did you get the name of 
the gentleman operating the office ? 

Mr. DePriesr. I do not have that. 
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Lieutenant Fircxincer. I will get it for you. Packing crates are 
primarily purchased, but not indirectly on a subcontract basis, because 
as part of your prime contract for equipment and supplies, one re- 
quirement is that the material be delivered in most cases in a packaged 
status, so the manufacturer who manufactures the equipment must 
supply the package or packing case in acordance with Sibare speci- 
fications, so in most cases the military does not buy the packing cases 
directly, but buys them on a subcontract basis. 

There are military installations which do purchase some packing 
crates, and I will be happy to give you the names of those, too. 

Mr. Mansrretp. Thank you very much, Mr. DePriest. 

Mr. DePriest. Thank you. 

Mr. Mansrinup. By the way, did you say that you were repre- 
senting the Wesley Place Lumber Co? 

Mr. DePriest. Yes, sir. 

Mr. Mansrrevp. I see. 

The next witness will be Mr. Frank Olmstead. 


STATEMENT OF FRANK OLMSTEAD, PROCUREMENT SERVICE CO., 
HOUSTON, TEX. 


Mr. Mansrieitp. Will you give the reporter your name and your 
business, please ¢ 

Mr. Outmsreap. My name is Frank Olmstead, and I am with the 
Procurement Service Co. 

We have a reporting service. We are not in any way percentage 
men; we want that understood before we say anything at all. 

We started last October with the idea of assisting small-business 
men, primarily on a liaison basis; in other words, of trying to interpret 
the mass of information that was being disseminated from W ashing- 
ton to the smaller-business men which, as a matter of fact, would 
probably embrace several companies who employ as many as seven 
or eight hundred people. However, it is small business. 

We have been beset with problems, not for ourselves so much as 
for the clients that we represent on strictly a monthly basis. 

It is not a retainer fee, but it is subscribing to a service. 

So we undertook to try and obtain invitations to bid, prints and 
specifications, and any information that would be pertinent, that 
would help a small-business man secure a Government contract on a 
prime basis, or even on a subcontract basis. 

However, we ran into one problem, that certain agencies decided 
they were not going to send prints and specifications and invitations 
to bid, or any other information, to any of our clients, since we had 
requested that information for them. 

I imagine that is a sore point with a lot of people, but we were 
instructed and requested by our clients to obtain that information 
as it applied to their business. 

We would glean through the Department of Commerce reports, 
and request that information from them, from the arsenal, the Navy, 
and we have had in the main very good cooperation, particularly from 
the Navy. P ’ 

However, certain arsenals who have sent our clients invitations to 
bid did not include any prints or specifications. 
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We were then empowered to go to our ordnance district, which is 
St. Louis, to request those prints which they were supposed to have 
on file. So far as St. Louis was concerned, we got absolutely nothing, 
not even an answer or an acknowledgment. 

So, consequently, several of these manufacturers would say, “Well, 
goodness, what is the use of trying to do anything with a Government 
contract, or even make our facilities available, if they don’t give us 
an opportunity to turn in an intelligent bid ¢” 

And I think their point is well taken. In other words, it seems to 
me that the whole procurement program would fall down. So we 
have asked to do everything that we could to try and expedite matters, 
and we have prepared a long letter which we would like to submit to 
you for your consideration, going into further detail. We did not 
want to take up too much of your time here. We know that it is limited, 
but I think, and I am sure that you have probably heard the same com- 
plaint from all over the country. 

We have got case after case which we could show you where they 
have not sent out an invitation to bid until a full 24 hours after the 
bids were opened. 

Well, that looks to me as if somebody is getting an awful run-around. 

It may be a clerical mistake or it may be 

Mr. Mansrievtp. Mr. Olmstead, could you give us that specific in- 
stance where a bid was sent out 24 hours after the bids were closed ¢ 
We would like to have that. 

Mr. O_msteap. Yes, sir; we will have to go through our files, and I 
believe that we can find an envelope. My partner is here. I don’t 
know. We have an envelope that was stamped, but we may be able 
to obtain that same information from one of our clients, because it 
happened in so many cases. 

Mr. Mansrtevp. If you can give us a number of instances, or at least 
one, we would appreciate it, because we know then that we will have 
something to go on. We recognize the difficulty in general, because 
we have been hearing it all over the country. This is something that 
we would like to tack down, and the committee will expect you to 
send, as soon as possible, a verification of that statement. 

Mr. O_msteap. All right, sir, we certainly will. 

Also, we can justify, which is in a similar matter, a refusal to send 
any specifications 2 or 3 days after the opening of the bids. In other 
words, it seems to me, why should the Government waste money to 
even send out that information if it is too late to do any good at all. 

But we have represented as high as 125 manufacturers in this area. 
Frankly, we don’t represent that many today for obvious reasons. In 
other words, they say, “Well, why do anything about any of this Gov- 
ernment work ¢” 

Yet. a manufacturer or a small-business man is faced with a prob- 
lem; as you well know, he has either got to get some Government work 
or he has to sit here and try to fight for materials all over the place 
and finally go out of business. 

We have one instance that we would be very glad to furnish in- 
formation on, where a manufacturer was asked for a bid, and, in- 
cidentally, it was from the Frankford Arsenal, and you just mentioned 
that, and he obtained the contract, for delivery in February. He still 
has not delivered anything. He couldn’t even obtain another set of 
prints. It took him almost 2 months to do that. 
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In other words, he had tooling, and he needed two sets of blueprints, 
and he had one that he bid on, and he kept those, which we obtained, 
incidentally, from St. Louis, because he had an invitation to bid from 
the Frankford Arsenal. 

So he said, “Well, I don’t want any more Government contracts, 
because I don’t know when I will be able to produce them.” He said, 
“Cancel, if you will,” which would permit him, then, to bid on another 
contract, possibly, and then be able to obtain the material. 

That is the sum and substance of what we have to say, and I 
think that we have been very close to the Government procurement pro- 
gram, and I think that some agencies have taken a very arbitrary stand 
as to how public information should be disseminated. 

Mr. Mansrrevp. Thank you, sir. Mr. Dalmas? 

Mr. Damas. I just want to reiterate the importance of having this 
record documented with the instances that you love mentioned. 

Mr. Otmsreap. Yes, sir. 

Mr. Daumas. At Indianapolis we had a witness enter a letter into 
the record showing a request early in March for an invitation to 
bid, and the bids were to close on March 25, I believe it was, and he 
wrote his letter on March 5, as I recall, and he received a letter dated 
March 25 saying that inasmuch as the bids were opened that day it 
was unnecessary to send him an invitation, because the bid time had 
arrived. 

Mr. Ovmsteap. Well, we have found that time after time, particu- 
larly we have one agency that we are at the mercy of down here at. 
Houston, so far as arsenals or ordnance is concerned, and that is St. 
Louis. I mean, everything that we do has got to clear through St. 
Louis, according to inspection, and everything else. 

Mr. Mansrtetp. Mr. Olmstead, were you here when it was announced 
that a branch of the St. Louis ordnance office was opened in Houston 
yesterday ? 

Mr. Ovmsreap. No, sir; I was not. Naturally, we are very glad to 
know that. 

Mr. Mansrieip. So you will not have to go to St. Louis. You may 
get the address from Lieutenant Flickinger. 

Mr. Ovmsteap. Thank you. 

May we submit our letter to you for your files? 

Mr. Mansrtetp. The committee will include your statement and we 
will expect the additional information we have requested be sent to us 
at your earliest convenience. 

(The document referred to is as follows:) 

PROCUREMENT SERVICE CO., 
Bellaire, Tewv., May 2, 1951. 
Mr. Ross Stewart, 
Chairman, Small Business Committee, Houston, Tez.: 


Smaller manufacturers in this area are always willing and eager to take an 
active part in the war effort, but if they lack a specialized department they 
usually find dealing with the Government procurement agencies an extremely 
complicated procedure. 

To fill what seemed to be a very apparent need, a reporting agency called 
Procurement Service Co. was created in October of 1950 to serve small-business 
men as a sort of information, or liaison agency between the Government depart- 
ments and private industry. 

The function of this agency is to obtain public procurement information from 
such sources as the synopses of bid invitations issued by the Department of Com- 
merce, etc. Then it interprets, selects, and disseminates information applicable 
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to the plant facilities and manufacturing capabilities of the 83 manufacturing 
and fabricating plants which it has represented, submitting such information 
in the form of a weekly report. Requests are air-mailed daily to the Government 
procurement agencies for the bid invitations, prints, and specifications to be 
directed to various appropriate clients so that the jobs may be figured and com- 
petitive bids submitted. 

From its inception, the service seemed to operate somewhat efficiently, the 
subscribers were pleased and even enthusiastic, and in the course of several weeks 
five small Government prime contracts were obtained as a result of information 
supplied. 

Though by no means perfect from the beginning, the service has so deteriorated 
in recent weeks that altogether a total of 48 subscribers have justifiably found 
it unsatisfactory. They are very aware of the fact that there is no quest.on of 
dereliction of duty by the staff, but that it has become progressively difficult— 
or impossible—to obtain the essential information. 

There has never been a question of seeking or soliciting special information 
or favors by any of these firms. But they are strongly persuaded of their in- 
herent right to obtain public information, whether they demand it in person, 
or through an authorized agent. (The said agents, by the way, do not operate 
as commission or percentage men on Government contracts, but only in a report- 
ing capacity.) 

Now, in view of what has been happening, it is hardly unnatural for these 
businessmen to conclude that they are the victims of some colossal jest; that 
the whole procurement program is a sort of travesty, even if purportedly honest 
in intent; or at ]east, from their point of view, a futile and ineffectual gesture, 
of which they desire no part. 

Why is this unfortunately the case? Volumes could be written, but we 
shall try to condense: Week after week our subscribers see bid invitations 
on our reports (all of which they have reason to know have been requested) 
which strongly appeal to them as being suitable to their plant facilities. 

The result? They receive a post card from the agency saying, “supply of 
drawings exhausted,” or, “request received too late”; or, what is more frustrat- 
ing, they may receive the set of bid invitation forms on—for instance—April 15, 
showing the bid opening date April 14. But let’s say the last staw is to get the 
bid invitation on a complicated assembly soon enough to get a bid submitted— 
but without a drawing with which to figure the job. 

So far as the operations of this agency is concerned, here are some of its 
troubles: A very few Government agencies have taken the arbitrary line that 
information is to be denied to an agent, regardless of whatever authorization 
he may have from his principals. Understandably it is their right to ignore 
casual inquiries, racketeering operations, ete., but when it is established beyond 
reasonable doubt that requests are authorized and legitimate, can it be asked 
where they stand with a reactionary attitude in a time of national emergency? 

To be specific, the St. Louis Army Ordnance Department has categorically 
refused (in a quite arrogant fashion) to cooperate in any way whatever unless 
our subscribers supply a complete inventory of their shops’ equipment. This 
is a pretty broad directive, and in any case it is hard to understand how it 
could enhance their discernment of whe is qualified to bid on what. The ques- 
tion should not be put on this basis, but one of our subscribers proposed the 
question of whom shall prevail—the colonel in charge of procurement who is 
sweating out the war in an air-conditioned office in St. Louis, or the industrialist, 
by whose grace he is there able to repose. 

Many questions are propounded by our subscribers, to which we have no 
answers. Why, they reason, should contract award reports show such sharp 
increases in volume of late, while bid invitations seem to diminish propor- 
tionately? Also they are cognizant of the fact that a number of agencies report 
procurement information to the Department of Commerce, apparently in good 
faith, whereas there is no question in the minds of these agencies as to who 
will be the eventual awardee. Many more things can be mentioned, but for 
the sake of brevity we will conclude this brief. 





BE. W. BAKER. 
Mr. MAnNsFreLcp. Now, all of the witnesses who were on the list have 
been called, and the committee, without objection, will insert into the 


record numerous statements. 
The first will be a statement from Mr. R. A. Childers. 
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(The statement referred to is as follows:) 


CHILDERS MANUFACTURING CO., 
Houston, Tezx., April 30, 1951. 
Mr. Ross STewartT, 
Chairman, House Small Business Subcommittee Hearing, 
Houston, Tex. 

Dear Ross: I would like the opportunity of testifying before the House Smal) 
Business Subcommittee on Thursday, May 3. 

Since we are aluminum fabricators, we are naturally vitally concerned with 
the various NPA orders that restrict the availability and consumption of 
aluminum. 

We have one basic over-all complaint and that concerns the lack of any definite 
information on that portion of aluminum production which is going to be required 
by the military during the next 6 months. Some of the orders issued would 
suggest that in excess of 90 percent will be required for the military and essential 
civilian production for which specific allocations by NPA are made. 

A second and relatively unimportant factor as contrasted to what I have 
already mentioned is the lack of inventory control over companies awarded 
defense contracts. They should not be permitted to take in raw material in 
advance of their needs or any more rapidly than their consumption. 

Sincerely, 
Bos CHILDERS, President. 


Mr. Mansrterp. Next, we will have placed in the record, without 
objection, a statement from Mr. T. L. Fontaine. 
(The document referred to is as follows :) 


543 Esperson BuILpine, 
Houston, Tex., May 1, 1951. 
Re: Plant of Atlas Engineering Works, 5206 Navigation Boulevard, Houston, Tex. 
Houston SMALL BUSINESS COMMITTFE, 
Houston Chamber of Commerce, 
Houston, Ter 

GENTLEMEN: The undersigned, vice president of Atlas Engineering Works, a 
corporation, desires to make the following statement in connection with its inter 
est in obtaining (a) defense prime and subcontracts, (>) financial assistance, and 
(¢) plant utilization. 

Atlas Engineering Works until just recently operated a fully equipped machine 
shop and manufacturing plant at the above address, but has discontinued all 
such activities, except sales activities. It has at the above address, approxi 
mately 57,000 square feet of land fronting on Navigation Boulevard, approxi 
mately 17,300 square feet of building space suitable for shops and warehouses, 
and approximately 1,100 square feet of office space. None of this property or 
space is being used at present, and Atlas Engineering Works would be interested 
in converting the same to use in connection with defense contracts. 

We have reason to believe that we may obtain, on short notice, necessary 
machinery and equipment to again resume manufacturing activities at the above 
address. Atlas Engineering Works had been in the oil-field manufacturing busi 
ness since 1929 before the decision was made to turn it into a sales organization 
We believe that the necessary experienced labor for the operation of another 
plant can be obtained should we receive the proper assistance in the particulars 
above set forth. 

We shall be glad to go into this matter in more detail if requested to do so. 

Very truly yours, 
ATLAS ENGINEERING WORKS, 
T. L. Fontaine, Jr., Vice President. 


Mr. Mansrie_p. Without objection, a statement of the Turner Spe- 


cialty Manufacturing Co., of Houston, Tex., presented by Mr. H. R. 
Turner, will be included in the record. 
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(The document referred to is as follows :) 
TURNER SPECIALTY MANUFACTURING, INC., 
Houston, Tezv., May 2, 1951. 
Houston CHAMBER OF COMMERCE, 
Commerce Building, Houston, Tez. 
(Attention of Mr. W. B. Black) 

GENTLEMEN: With further reference to the questionary blank which we cut 
out of the chamber publication of April 28 mailed to you on April 380, 1951. This 
was pertaining to the petroleum officials meeting to be held on May 3, 1951. We 
checked the defense, prime and subcontract questions. 

We are a small manufacturer of items made by punch, forming and draw 
presses out of aluminum, galvanized and black iron. The aluminum items are 
for kitchen ware, which is a grease container and salt and pepper set. The 
grease container being for the conservation of cooking grease. 

From the galvanized steel we manufacture water cans and coolers used for 
holding drinking water. Most of the water cans and coolers are for the oil and 
other industries being used on their trucks, drilling rigs, ete. 

From 10 gage black iron sheets we manufacture pipeline saddles used on the 
oil and gas lines anchoring the line in the bottom of the ditch prior to the back 
filling. The saddles generally being used through the bad terrain area. 

To date we have been able to secure material to keep our 50 employees busy 
but this is becoming more difficult each day. The mills are being loaded with 
DO orders which is making it difficult for them to furnish the material to their 
old customers without any ratings. 

We would like to know if it would be possible for us to secure ratings that 
would assist in securing the materials from the mill for the manufacture of the 
items as outlined above. 

On the question of the defense orders, prime or subcontracts, we wish to advise 
that we have plant and machinery facilities which would produce a good quantity 
of press parts and subassemblies for defense work should there be any such 
work that would be adaptable to our presses. 

Yours very truly, 
TURNER SPECIALTY MANUFACTURING, INC., 
H. R. Turner, President. 

Mr. MawnsrFietn Also to be inserted in the record, without objec- 
tion, is a letter from the Wilson Electrical Equipment Co., of Houston, 
Tex. 

(The document referred to is as follows :) 


WiILson ELECTRICAL Co., 
P Houston, Ter., May 1, 1961. 
Mr. Ross STew arr, 
Chairman, House Small Business Subcommittee Hearing, 
Houston, Tex. 


GENTLEMEN: Our business is the fabrication of special] electrical distribution 
switchboards and contro! equipment as specifically designed for a particular in- 
dustrial plant, oil field or gas transmission line pumping station, hospital, school, 
or commercial buildings. 

We now have on our books orders for such special equipment for five cotton 
seed-oil-processing plants, nine gas transmission line stations, two hospitals 
and for the electrification of several oil tank farms. 

For the past few months we have avoided seeking orders for purely com- 
mercial buildings, feeling that the users mentioned above could be considered 
essential parts of the national economy even though their essentiality was not 
recognized by issuance of DO ratings. 

Because of the work which we are doing, a DO 45 was issued to us to aid in 
our procurement of steel and copper which are required to produce our equip- 
ment. 

Unfortunately, this rating arrived so late that our copper suppliers advised us 
that their required percentage of DO business was sold out until so late in the 
year that whatever copper they could provide to us would be available too late 
for the deliveries needed by our customers to meet their construction schedules. 
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Previous to receipt of our blanket DO 45, our copper suppliers had advised 
us that the percentage of their volume left after DO ratings were satisfied was 
so small that they could not take care of us as “civilian” users. 

All of our suppliers blamed shortage of raw copper and one said their rolling 
mills were on a 4-day week or at one-half capacity because of lack of the raw 
material. 

While we feel that the NPA has made strenuous and sincere effort to de- 
crease the amount of copper diverted to nonessential uses, we also are of the 
opinion that insufficient attention has been given to aiding plants essential to 
the civilian economy such as the types mentioned above. They are not directly 
engaged in defense production but their products or end use is a factor in such 
production. 

Further, continuance of the tariff on copper has resulted, we have been in- 
formed, in enabling foreign purchasers to bid 2 cents per pound (the amount 
of the tariff) over our processors in the export markets of Chile and thus divert 
raw copper from the United States that had previously come here. With cop- 
per in such drastically short supply, it would seem to us that immediate investi- 
gation of this reported effect of the tariff should be made. 

During the last war we produced quantities of equipment for the LST and 
LSM programs but because of the volume of requirements of our customers 
among the semiessential groups mentioned above, we have not been in a position 
to seek defense prime or subcontracts as yet. 

We shall keep the proper authorities advised of our facilities and capabilities 
and hope to perform whatever defense work may fit them. 

Thanking you for the opportunity to submit the above statement, we are 

Very truly yours, 
WILSON ELECTRICAL EQUIPMENT Co., 
W. F. WILson. 


Mr. Mansrietp. Next, we will place in the record, without objec- 
tion, a statement of Link Simpson, a Studebaker dealer of Texas City, 
Tex. That will be placed in the record. 

(The document referred to is as follows:) 


STATEMENT oF LINK SIMPSON 


Mr. Chairman and gentlemen of the committee, my name is Link Simpson. I 
am a Studebaker dealer in Texas City, Tex., and have been in the automotive 
business 16 years. I am a member of the Texas Automobile Dealers Association, 
which comprises over 1,600 franchised dealers in the State of Texas, and have 
a 100-car contract with my factory. 

Over 1,200 of these dealers are small dealers who sell 100 new cars or less 
a year. Many of them selling less than 50 units a year. 

The State of Texas is the largest State in the Union, and due to the wide ex- 
panse of territory, transportation by automobile is a necessity. 

One of the things which has been forgotten by Congress and the governmen- 
tal agencies is that the automobile is a necessity. 

As loyal Americans, the automobile dealers of the Nation realize that there 
is a pressing need for an immediate expansion of our defense program. As 
businessmen, we know that such an expansion will cost a great deal of money. 
We assure the committee that new car and new truck dealers stand ready to 
cooperate in any way wecan. We have done so in the past, as evidenced in World 
War II, when we kept automobiles rolling despite terriffic obstacles. 

We are anxious to do our full share in the present emeregency, and we do 
not appear here today to make a selfish plea in our own behalf. We believe 
that we have certain salient facts which this committee should consider before 
Congress adopts any tax program, affecting essential transportation, and before 
the Federal Reserve Board makes any drastic changes in regulation W or OPS 
makes any changes or makes any regulations, which might interfere with trans- 
portation 

Texas City, as you know, is in the heart of the industrial section of Texas, 
and in this industrial area comprises Baytown, Beaumont, Orange, Port Arthur, 
Houston, Freeport, Texas City, and all of the Guif coast area. As-you know 
production of vital products is most vital to the defense program of our Nation. 
In this Gulf coast area, the list of manufacturers for essential production is 
inspiring and has been for a great number of years. However, since 1950 many 
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major projects have been announced, which were the $3,000,000 pipe mill of 
Consolidated Western Manufacturing Co. (United States Steel) at Orange, and 
a similar mill costing around $5,000,000 by A. P| Smith & Sheffield Steel at 
Houston. Kane Boiler Works, at Galveston, also began production of large- 
diameter pipe in their new 10,000-ton mill. Sheffield, at Houston, began con- 
struction of a huge electric steel furnace. 

An imposing list of new and expanded plants making products—mostly 
chemicals—made their debut in 1950. Houston is fast becoming the center for 
insecticides—both domestic and commercial, as is shown by the new plants of 
Chipman. Chemical Co., Kolker Chemical Co., and the Stauffer Chemical Co. 
To brand new products were already added to our imposing list by the new 
Lubrizol plant at Deer Park, making additives for petroleum products, and the 
Epon resin plant of Shell Chemical Corp. of Houston, making ingredients for 
high quality lacquers and varnishes. The growing importance of ammonia. 
made from natural gas and air, to the agricultural industry is evidenced by the 
plant of San Jacinto Chemical Corp. located at the ordnance depot in Houston 
and the new $5,000,000 plant of Dow Chemical, Co., at Freeport, E. I. du Pont 
Co. is so well pleased with the results of their nylon plant operations at Orange 
that they not only expanded that plant, but also began the construction of a 
completely new unit. 

Sheffield Steel Co., at Houston, announced a program to increase their steel 
output all the way from the iron ore to the finished products. Direct military 
orders have been received by Rheem Manufacturing Co. of Houston for Mortar 
Shells, by Brown & Root of Houston for tanks and truck repairs and Bowen 
McLaughlin, at Hitchcock, for tank modification. Cameron Iron Works of 
Houston is preparing to manufacture breech rings for big gun and the huge 
Dickson Gun plant on the Houston ship channel is being reopened by Hughes Too! 
Co. 

Also spurred by military demands are the Ethyl Corp.’s $45,000,000 plant at 
Houston for making antiknock fluid for gasoline, Shell Chemical Co.’s 50 percent 
expansion in their glycerine factory which in turn prompted a $5,000,000 increase 
in Diamond Alkali Co.’s caustic-chlorine plant, also at Houston. 

Also of major importance to our area are the $35,000,000 plant expansion to 
Monsanto Chemical Co. at Texas City to make acrolo-nitrile, an ingredient for 
synthetic fibers; the new ethylene plant by Gulf Oil Corg, at Port Arthur; and 
a major expansion of the du Pont Polythene plant, at Orange, to make plastics. 
Also of Texas City the Carbide & Carbon Chemical Division of United States 
Carbon has a $50,000,000 expansion program. 

A welcome newcomer to our area is the Koppers Co., of Pittsburgh, who late 
in the year purchased a large tract of land near Port Arthur to built a multi- 
million doliar plant to manufacture ethyl benzone which is used both in the 
manufacture of synthetic rubber and as a plastic. 

All of the above-mentioned plants are located in sections where transportation 
by automobiles are an absolute necessity. These are only a few of the newly 
created plants in our surrounding territory. At Texas City, sea trains from all 
parts of the east coast and foreign countries make Texas City as their port and 
load and unload products necessary to the defense program. 

The automobile was once a luxury but it has very definitely become a necessity 
in our modern day of living, and without which our Nation could not survive. 

Over 63 percent of all trips taken by an average car owner is for the purpose 
of making a living. An additional 13 pereent is for the purpose of shopping 
for food, clothing, and drugs. Eight percent for other purposes directly con- 
nected with home life or work, while only 16 percent of all trips by automobile 
are for social and pleasure purposes. 

Transportation by bus can never be adequate to carry the worker, as in most 
instances, and especially in this area, bus conditions are making it impossible for 
a worker to get to and from his place of employment. 

In my area, at Texas City, 12,000 employees are actually employed in defense 
plants or plants which are producing products essential to the defense program 
of this number 52 percent live an average of 20 miles from the plant where they 
work. 

The average person who owns an automobile makes less than $4,000 per year 
before taxes, therefore, the question of the cost of the automobile and his method 
of paying for same have become very important to him and his ability to live 
and support his family and to support the defense program of our country. 

At the present time for various reasons unknown, which we have been unable 
to conceive, a regulation called regulation W has been invoked which has cer 
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tainly not only injured the small-business man by enforcing this regulation but 
has made it impossible for the average man to furnish his own transportation. 
These essential workers have found it extremely difficult to obtain this type of 
transportation under the present day set-up, as under regulation W the down 
payment and the monthly installment is far beyond the price which the average 
worker can afford to pay. I am sure you all are familiar with this regulation. 

I wish to call to your attention that an automobile which at the present time 
costs $2,000, that a required down payment is $667 and further the purchaser is 
required to pay within 15 months the balance of said car, at an average Cost 
of $104 per month. You can see that this is impossible and to add to this worker's 
problem, there is now pending before the Ways and Means Committee a request 
by the President to increase the excise tax on automobiles to increase the cost 
of an automobile $200 higher. 

It has been my privilege to talk with many men in my area, workers who work 
for the Monsanto Chemical Co. refinery and other various plants and they all 
find it exceedingly difficult to get transportation to and from their work, the 
greater percent of the cars which are now on the road are cars which are over 
10 years old. These cars. are gradually depreciating in value and some are 
broken down to the extent’that they cannot be repaired, and as to what is going 
to happen to our manpower problem when transportation is not available, I do 
not knew. I, and others who are interested in our present-day program, believe 
that it will be a serious handicap to the defense program and the industrial 
development of our Nation. 

if this excise-tax program goes through the worker will be jeopardized to the 
extent that his monthly payments will be $113 per month. 

Gentlemen, this cannot be done. 

We have many luxuries in this Nation which can be taxed rather than those 
articles which are considered essential. We urge that you gentlemen in studying 
the information received, bear in mind these facts as you are the watchdogs 
for helping America carry on their way of life. 

We want to call your further attention to the fact that at the present time 
further regulations of the Office of rice Stabilization have been arbitrary and 
discriminatory and issued without warning. They have permitted manufacturers 
of antomobiles to increase the price by 3.5 percent but restrained the dealer 
from passing on other ghan the actual dollars-and-cents increase, and therefore 
has cut down their trade-in. 

The nature of the retail automobile dealer’s business compels him to handle 
money upon which they make no profit but which is actually an operating expense 
and an additional operating capital requirement. Examples of this are State 
and Federal taxes, transportation charges, license and title fees, ete. Added 
to the above is the partial freezing of the dealer’s operating capital as reflected 
in his used-car inventory. Asa result of the above regniation and controls at the 
present time the automobile dealer is carrying inventory 40 percent higher than 
he did a vear ago. How long this shall exist. | do not know. 

During the early part of World War II, when automobiles were frozen, regu- 
lation W was never as stringent as at the present time. And yet during that 
time many dealers had to go out of business, some of them because of no capital 
and some of them because they did not feel secure enough and did not realize 
that we are a country on wheels. 

The automobile dealer worked diligently in every way to further the war effort 
and expanded his services and did everything possible to give the worker trans- 
portation to and from his place of employment. 

We, therefore, urge that you use whatever efforts that are necessary to call 
to the attention of the Federal Reserve Board that the 15 months’ installment 
plan on automobiles is far too drastic and that this should be extended to allow 
workers to pay for their cars over a period of 24 months from the date of such 
purchase; that the excise tax should not be increased and that any regulation 
affecting the automobile should be carefully considered before it is finally sent out 
to thave its effect on the economic program of our country. 

There is no one that is more interested in their national welfare than the 
automobile dealer and there is no one that realizes more fully the importance of 
the defense program than the automobile dealer, but we certainly desire to im- 
press upon you, gentlemen, in closing, that too many government officials con- 
sider the automobile to be nonessential products and have forgotten that the 
decentralization of industries has made the automobile necessary to provide 
transportation essential to keep our Armed Forces supplied and trained. The 
public’s health, safety and education of our children depend largely upon auto- 
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mobiles and our Nation’s economy is entirely dependent in many ways upon 
automobiles. We, therefore, urge that you recommend that regulation W be 
relaxed to enable the workingman to buy an automobile; that taxes on auto- 
mobiles not be further increased and that confusing OPS regulations be elimi- 
nated so that we, as automobile dealers, may carry on our part in the Nation’s 
economic welfare. 

Thank you for the privilege of appearing before this committee and I hope 
that I have been able to give you some information which may be of benefit in 
working out the problems which you have had before you. 

I thank you. 

LINK SIMPSON. 


Mr. MansFieip. Before the committee concludes its hearings, I want 
to thank the Houston Chamber of Commerce for making this audito- 
rium available to us, and I want to thank those who took time out to 
testify today, and to present to us their troubles, and I want to thank 
the government representatives who are here, who have been so helpful 
and cooperative. 

There being nothing further to come before the committee at 
Houston, we will stand adjourned. 

(The hearing was adjourned at 3:20 p. m.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


FRIDAY, MAY 4, 1951 


Hovuse or RepreseNntTaTIves, SUBCOMMITTEE No. | 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Ne uw Orle ans, La. 


The subcommittee met, pursuant to notice, at 10 a. m. in the Beaure- 
gard Room, St. Charles Hotel, New Orleans, La., Hon. Mike Mans- 
field of Montana presiding. 

Present: Representatives Mansfield (presiding), and Thomas B. 
Curtis, of Missouri. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff: and Jeremiah T. Riley, of the staff. 

Present representing Federal agencies: Mr. John S. Bartlett, field 
representative, National Production Authority; Mr. Jackson, National 
Production Authority ; Walter J. OQ’ Donnell, manager, Office of Small 
Business. and William M. Fisher, Reconstruction Finance C orpora- 
tion; Lt. Joan Flickinger, Munitions Board, Department of Defense ; 
Perry A. Peterson, Petroleum Administration for Defense; William 
T. McCormick, deputy special assistant to the Administrator, Office 
of Small Business, Economic Cooperation Administration; Leo H. 
McCormick, assistant to the Administrator, Office of Price Stabiliza- 
tion; C. O. (Dick) Edens and Randolph M. Jackson, General Services 
Administration. 

Mr. Mansrietp. The committee will come to order. 

If you gentlemen will please take your seats we would appreciate it. 

This is a meeting of the House Committee on Small Business. The 
purpose of this business is not to award contracts, but to find out what 
your problems are, and if possible to be of help and assistance to you. 

This particular meeting will mark the end of a trip which has taken 

various members of the committee 6 weeks to cover, covering different 
parts of the entire country. 

I do hope that the witnesses will be as brief as they can, because we 
have a good many individuals who want to appear before the com- 
mittee today, and I want to assure all of you that if you will cut down 
your statements or your oral remarks, that we will be most h: appy to 
put into the record any additional statements which you may desire 
to have placed there. 

I would like also at this time to express the committee’s thanks to 
Congressman F, Edward Hébert, both of whom are well known to the 
audience, and both of whom were very interested in getting to this 
meeting here in New Orleans today. 

Mr. Barr, I believe you have a few words to say to the audience. 
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Mr. Barr. Thank you, Mr. Chairman. 

We had arranged this so as to try to get grouped, you will notice 
there, but there are some people who will have to appear, because one 
person has a court case, and another is from out in the country and 
must get away. 

Is Mr. de la Houssaye here yet? |No response. | 

Then I would appreciate it very much, Mr. Chairman, if you would 
call Mr. W. J. Cleveland. 

Mr. Mansrrecp. Mr. Cleveland, will you come forward, please / 


STATEMENT OF WILLIAM J. CLEVELAND, FORD AUTOMOBILE 
DEALER, CROWLEY, LA. 


Mr. Mansrievp. Mr. Cleveland, I might say that we can almost 
anticipate what your testimony is going to be because we have had 
automobile. dealers giving us their story over the entire country, so 
this committee would appreciate it if you would make it brief and 
stick to the point because we might want to ask some questions after- 
ward, 

Now, will you please start off by giving your name, your address, 
and your business, to the reporter. 

Mr. CLeveLAND. May I, on behalf of the automobile dealers, file the 
requisite 10 copies of my presentation / 

Mr. Mansrtevp. Certainly, if you will just hand them up here. 

Mr. Cieveranp. Mr. Chairman and members of the committee. I 
am William J. Cleveland, Ford automobile dealer, at Crowley, La., 
a member of the Louisiana Legislature and here representing the 
Louisiana Automobile Dealers Association composed of 414 franchise 
dealers throughout the State. 

It is estimated that this group of dealers have a capital and real- 
estate investment in Louisiana of $21,859,200; a new- and used-car 
investment of $9,674,766 and a parts and shop inventory of 
S18.292,000.18. 

Louisiana automobile dealers and their affiliates employ approxi- 
mately 9,075 persons with a total annual payroll of $26,221,989. 

The records reflect that the members of this organization pay the 
following taxes: 

To the Federal Government: 
Income tax_._..~-- SOS teh 2A baits th andinitahnesciesih », 114, 556 
Excise tax on new cars and accessories________ wihltein dhl .. 6,343, 108 
To the State of Louisiana : 
Unemployment compensation, sales taxes, sais atRe license, 
State income and franchise taxes_.........._....-------- 5, 270, 220 

Exclusive of the taxes paid to counties a cities of L ophui ana and 
a horde of indirect taxes, the members of our small organization paid 
in the year 1950 an estimated total of direct taxes to the Federal and 
State governments of $16,727,984. 

Manifestly we are heavy contributors to the economic well-being of 
this State and Nation. 

Nevertheless, we will not continue to survive nor be able to play 
our part in the economy of this country if the trend toward mereased 
taxation, burdensome regulation, and Government interference in the 
affairs of private business is not immediately curtailed. 

Specifically, we are unalterably opposed to the following matters 
and things: 
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(1) The threatened 20 percent additional excise tax on automobiles 
now under consideration by the House Ways and Means Committee; 

(2) The oppressive regulation W as promulgated by the Federal 
Reserve Board in restriction of credit ; 

(3) The action taken by the Office of Price Stabilization im the 
issuance of Supplementary Regulation No. 5 to the General Ceiling 
Price Regulation which is applicable te the sale of new and used cars: 
and 

(4) Threatened interference with the historic dealer discount as 
allowed on the sale of new cars. 

I will first diseuss the threatened 20 percent added excise tax in 
conjunction with regulation W. ; 

It has always been the belief of the American businessman that 
excise taxes should be strictly limited to luxuries, amusements, and 
nonessentials. The automobile is a necessity, from birth to death, 
of the average citizen of the United States. 

The present excise tax of 7 percent on dealer cost of an automobile 
was imposed before paved highways and congested traffic conditions 
demonstrated the total inadequacy of other forms of transportation 
and made the automobile indispensable to the orderly and efficient 
business and social affairs of the people of this Nation. To now 
increase this tax 1 percent, 10 percent, or 20 percent would neces- 
sarily prove onerous to men and women in every walk of life, and 
particularly those in the lower-income brackets, so many thousands 
of whom depend on the motor vehicle for a livelihood. ‘To increase 
the price of an automobile at this time by 10 percent, 15 percent, 
or 20 percent, and then tell the ordinary man that he must pay one- 
third of the purchase price in cash and can, under regulation W, 
finance his car for a period of no longer than 15 months, indubitably 
leads to a situation that precludes the sale of a motor vehicle to those 
of moderate means. 

As a matter of fact, the records of our organization show that since 
the adoption of regulation W the volume of new-car sales has been 
reduced by more than 15 percent in the State of Louisiana, and the 
volume of used-car sales has been reduced by some 50 percent. 

In other words, the Federal Government in effect informs the dealer 
that the Congress is contemplating the imposition of a burdensome 
excise tax thus increasing the price of a new car and at the same time 
the dealer is warned that under regulation W he cannot sell these 
cars on a reasonable credit basis. The combination will prove dis- 
astrous to the automotive industry. 

Unquestionably, it is the purpose of this committee to see that 
justice is done in this emergency, both to the Government and to the 
individual businessman, in such a way that both will receive a maxi- 
mum of requisite income so essential to meet the extraordinary condi- 
tions that now confront the Nation. 

Where conflicting and inconsistent regulations retard the initiative 
and the earning capacity of the small-business man our Government 
will never accomplish its objective nor obtain a maximum return on 
the taxes levied. In fact, the result may seriously diminish the ulti- 
mate returns. It might be in point at this time to recall the old fable 
about killing the goose that lays the golden egg. 

The third position with which the automotive industry is seriously 
concerned involves the issuance of Supplementary Regulation 5, see- 
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tion 3 (a), of the general Ceiling Price Regulations which, together 
with an interpretation thereof from the Office of Price Stabilization. 
creates an inequitable and unreasonable application as it affects the 
sale of new » tomobiles in Louisiana and throughout the Nation. 
This regulaticu, as erroneously interpreted by the Office of Price 
Stabilization, may require the dealer to eliminate almost in its 
entirety the historic servicing and conditioning charge that has been 
included in the sales price of an automobile for more than a quarter 
of a century. This conditioning and servicing charge was in exist 
ence during the period of the general freeze order and is recognized 
by Supplementary Regulation No. 5, yet the interpretation given this 
regulation implies that it would be illegal for a dealer to continue 
this historic practice. 

This interpretation constitutes a roll-back of prices and violates 
both the spirit and the letter of existing regulations. It constitutes 
the very essence of conflict when the Government issues a general freeze 
order, which the automotive industry has strictly adhered to so that 
the price of the automobile to the consumer is within the price charged 
during the base period from December 19, 1950, to January 25, 1951, 
then by a supplemental interpretation tells the dealer that he must 
eliminate the servicing and conditioning charge. Such an interyre 
tation costitutes a discrimiatory roll- back directed at one particular 
group. 

The interpretation referred to is contained in an opinion signed by 
Mr. George Sergeant, regional counsel for the Office of Price Stabili- 
zation, as transmitted to him by the Chief Counsel at Washington. 
It is important to note here that the historic servicing, conditioning, 
and handling charge was recognized by the Office of Price Adminis- 
tration during the last World War, and there is certainly no sound 
economic reason why the same policies should not be followed by the 
existing Office of Price Stabilization. 

The Council of Economic Advisers, in its Review of January 1951, 
suggested a general policy for controlling prices and at the same time 
pointed out the dangers of a disorganized price-control program to 
the fundamenta]) democratic principles of free enterprise. In this 
Review it was stated: 

The pricing techniques * * * must be skillfully and closely attuned to the 
peculiarities of individual industries, labor markets, and distributive levels 
It is necessary to deal with wide differences among profit and cost condi 


tions. 
Discretion and discriminating judgment must be exercised lest the objective of 


effective price control cut across other equally important objectives. 

And in this connection the committee on Banking and Currency 
reported : 

Foremost in the minds of your committee was the principle that any controls 
which should be granted would not exceed those in force during the recen! 
wer Fy 7 i” 

We simply do not believe that it could be the intention of eae 
to permit the Office of Price Stabilization to freeze prices as ‘of : 
certain base period and then proceed through a discriminatory viling 
to roll back the prices below those in effect during the base pefiod ; and 
as a follow-up that Congress will add a 20-percent or less excise tax. 
continue to restrict credit sales, and, at the same time, during all of 
these maneuvers, to expect the automobile dealer to be able to pay on 
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reduced earnings a heavier income tax to support the Government's 
expenditures. 

We, the automotive dealers, recognize that as long as the present 
emergency exists we, as well as all others, must do our full part to make 
this country safe and to add in carrying out the Government’s domestic 
and international program. At the same time we equally and as 
strongly feel that American business has a right to protest when the 
rules, regulations, and interference reach a point where the Govern- 
ment’s objectives will fall short of accomplishment. 

Thank you. 

Mr. Mansrietp. Thank you, Mr. Cleveland, for a very excellent 
statement. 

Mr. Curtis, do you have any questions of Mr. Cleveland ¢ 

Mr. Curtis. I think it would be more pertinent to have Mr. Leo 
McCormick, who is Mr. DiSalle’s assistant, and who is traveling with 
the committee, to point out what has been done in the past few days, 
partly as a result of these committee hearings, so far as the automobile 
industry is concerned, 

Mr. Leo McCormick. Thank you, Mr. Chairman. 

Mr. Cleveland, that was a very-well-prepared statement, sir. In 
each of the meetings I have attended with the committee, that has 
been likewise fruitful of splendidly prepared statements by your 
industry. 

I happen to know about it, and I worked with it in the last emer- 
gency, and I know the cooperation you give. 

It was through our action that the industry committee was set up 
and went into meetings beginning May 3, and it was through this 
committee’s intercession that that took place, and I believe they are 
up there today hammering away at a lot of these problems that face 
the industry. 

I might assure you of this, that although in some of these rulings it 
might seem that there seems to be some discrimination upon the part 
of the Office of Price Stabilization toward the automobile dealer, there 
is not, from the Director on down, there is absolutely none. 

This last matter that you brought up, where they eliminate through 
interpretation the servicing charge, could you tell me just approxi- 
mately what this means in dollars and cents? 

Mr. CLeveLanp. It means a different thing with different dealers. 

I did not catch your name. 

Mr. Leo McCormick. Leo McCormick. 

Mr. Crieve.tanp. Different dealers have a different version, and 
they have a different service charge, for instance. In mine it would 
approximate 25 percent of the total cost, to me, of the automobile. 
In other words, when I get through with an automobile that costs me 
$1,500, I would sell it at $2,000, and the difference between what the 
factory says is the price and what that $2,000 would be, would be 
what I consider the approximate servicing charge, because in that way 
then I would make my historic discount on the entire purchasing price 
of the car, which would take care of the service costs that come behind 
an automobile. 

Anyone who has been in the automobile business, or most of them, 
know that automobiles are mass produced, and if a man is going to 
survive in the automobile business, he must satisfy his customers. 
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You cannot satisfy your customers within the 90-day period, or the 
4,000-mile limitation. When a man comes in with his car after five 
or six thousands miles and he says that his car is using oil, and the 
factory does not give him anything to fix it with, the dealer has to fix 
it, at least he does if he expects the man to buy another automobile 
from him, and when you do that it has to come out of some profit. 

Mr. Leo McCormick. That is a substantial figure you are talking 
about. It is not a matter of just 4, 5, or 6 dollars. 

Mr. Cieve.anp. I can give you an explanation. I had a case of a car 
coming in with 12,000 miles on it, and I wanted the account. The man 
wanted a new motor, and it cost me over a hundred dollars to put 
the motor in this car, but if I had not done that I could never have ex- 
pected to get any business from that man again. 

There are different things that come up, where a man wants to keep 
an account, and it is a profitable account, you don’t make the full 
charge on the automobile unless you are just a fly-by-night operator, 
and you don’t care about your customers. 

Mr. Leo McCormick. This is the first time that that has been 
brought to the committee’s attention, to my understanding. 

I would like to do this, but while you are here I would like to check 
the thinking behind this legal inter rpretation, Mr. Chairman. It is a 
legal interpretation by the “Dallas office; isn’t that right ¢ 

‘Mr. CLEVELAND. So far as I know, it came from the chief counsel, 
Mr. Ellis. Our counsel, Ellis, and it was by an opinion, sir, from the 
Washington office, which cleared through the Dallas office. 

Mr. McCormick. I would like to look into the thing back of that 
before you all leave, if you have the time to stay. 

Another thing that I would like to talk about is your comment on 
the last page concerning the thinking behind the regulation. 

It is the sincere thinking of the Director that he not interrupt in 
any of his regulations the normal flow of business, but if anything 
to relax it where possible, to relax anything that was in effect during 
the last war. 

He is not particularly stuck on that as following any pattern set 
by the last war, but he would like to see it done a little easier. 

So far as these regulations are going in, it would be my observation, 
as one who is close to the picture now and who was close to the picture 
the last time, that these regulations are more pliable, more sensible, 
and it stands to reason that they should be, because we are using the 
old regulation in existence out of the archives, bring industry in as 
fast as we can, and sitting down with the regulations, going over 
them, and trying to get the imperfections out of them. 

That, sir, is the actual desire of the Office of Price Stabilization. 
The second thing, when you make a regulation, if part of that regu 
lation has a detrimental effect on any segment of an industry, then we 
want to try to preserve the whole law, and try to eliminate that wrong 

as fast as possible. 

I guess that you folks have seen the study of the Bureau of Labor 
Statistics, the progress of their charts, and the increase in the cost 
of living in the last month or so, and you can see that it has been halted 
in 28 spot-check commodities. The Offiee of Price Stabilization, plus 
other agencies in Washington, feel that we have accomplished that. 

We look forward to the fall of this year being an awfully important 
time. We need the cooperation, Mr. C leveland, of vour good dealers 
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all over the country, and the thousands of consumers, to keep this 
inflationary thing in check. We need strong cooperation, and we 
hope and look forward to getting it. 1 will be glad to call and confer 
with vou later, sir. 

Mr. CLeveLanp. Yes, sir. 

Mr. Chairman, I have a man here whose business has been seriously 
affected, and my business has been since the first of the year, but his 
business has been seriously affected, and I would like for him just to 
give this committee his views. It will not take but just a second. 

Mr. Mansrtevp. Well, he could not make a statement in a second. 
I have indicated that we have been hearing from this particular in- 
dustry in every place we have had meetings. We would like to ask 
some questions, but we will give this gentleman 2 minutes. 

Mr. Cievecanp. That will be fine. 

Mr. MAnsrie.p. Sit down, sir, and give your name and address and 
your business to the reporter, please. 


STATEMENT OF AL STOESSELL, MOORE-STOESSELL MOTOR CO., 
STUDEBAKER DEALERS, CROWLEY, LA. 


Mr. Srorssett. My name is Al Stoessel, and I live in Crowley, La. 
I am with the Moore-Stoessell Motor Co., Studebaker dealers. 

You might say that my main “gripe” is this regulation W. I just 
brought some figures here comparing the first 4 months of 1950 with 
1951. 

I am a small dealer, but I would like to bring out that after I give 
you these figures, why, there is such a decrease, in my opinion, in 
191, vee 1950, 

In January 1950 I delivered 6 new cars and 13 used cars. In 1951, 
approximately the same, 6 new cars and 12 used cars. 

In February of 1950, 11 new cars and 12 used cars; in February 
of 1951, 2 new cars and 7 used cars. 

In March of 1950, 9 new cars and 15 used cars; in 1951, 2 new ears 
and 10 used cars. 

In April of 1950, 14 new cars and 10 used cars; in April of 1951, 3 
new cars and 3 used cars. 

My inventory on April 30 of 1950 was 2 new cars and 3 new trucks; 
in 1951 it was 12 new cars and 4 new trucks. 

The used cars were approximately the same, and I had 14 used 
cars, $9,969, and in 1951 I had 16 used cars, $12,750. 

My profit statement for the first 4 months of 1950 was $4,468; for 
the first four months of 1951 I show a loss of $3,074. 

We have a larger inventory of new cars. We are not selling them. 
We are selling our used cars closer in proportion than our new cars, 
because we have to sell approximately four used cars for every new 
ear. 

To sell a new car under regulation W, if you don’t have a man 
who is going to pay cash, your only prospect is your man who has a 
1949 or 1950 model car to trade in. 

To resell that 1950 model car you have to trade in a 1947. 

And to resell the 1947 car, your buyers cannot pay one-third down 
and pay it off in 15 months, so you have to trade a 1940 or 1941 car, 
and that definitely is a costly procedure, and it is a definite hardship 
on the dealer. 
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Mr. Mansrrevp. Mr. Curtis, do you have any questions ! 

Mr. Curtis. No questions. 

Mr. Mansrtevp. Mr. Dalmas? 

Mr. Damas. No questions. 

Mr. Mansrietp. We are aware of the problem which you have called 
to our attention, both you and Mr. Cleveland, and the effect of regula- 
tion W on the car dealer. 

This committee is in sympathy with the plight in which the auto 
mobile dealers find themselves, because it not only hits you gentlemen, 
but it also hits the fellow who perhaps needs the car most—the little 
man—and he finds it extremely difficult to make the necessary down 
payment and to carry the monthly payments over a 15-month period. 

The committee would like to know, what do you think would be a 
reasonable period ¢ 

Mr. Srorssecy. I think 24 months on new cars and 18 months on 
used cars. 

Mr. Mansrrecp. Twenty-four months on new cars / 

Mr. Srorssett. Yes, and 18 months on used cars. 

Mr. Mansrtevp. Fine. Now, we will take these recommendations 
back to Washington with us this week end and we will see what we 
can do. We cannot promise you a thing, but we are getting this infor 
mation, and we are going to put it in before the right people and 
try to do something. 

Now, about Mr. Cleveland's reference to the proposed excise tax, 
I think it ought to be made clear that this committee has nothing to 
do with the taxing procedure, except that as individuals we have the 
right to vote on a tax bill when it is reported out. 

Unfortunately, in the 9 years I have been in Congress, and I think 
for many, many years before that, when a tax bill is reported out of 
the Ways and Means Committee, it is reported out under what is 
known as a closed rule. In other words, it cannot be amended. 

So all you do, you have this tax bill and you vote it up or down as 
the case may be. The only thing that we could suggest at this time 
would be to continue to do what the automobile dealers associations all 
over the country are doing, in my State as well as in Louisiana, and in 
Missouri as well as in Louisiana, and that is they are trying to bring 
to the attention of the individual members of the Ways and Means 
Committee just what this proposed increase in excise taxes will mean 
to them. 

Last Monday the Ways and Means Committee started marking up 
the bill. It is my understand that very likely the tax bill will be 
reported out the first of June, so the only advice that can be given 
to you is for you to keep on telling your people in Washington what 
the situation is, and asking for their assistance, and working on the 
Ways and Means Committee, and in that way you may be able to do 
something. 

Thank you very much, sir. 

Mr. Cievetanp. Thank you, sir. 

Mr. Mansriecp. At this time I would like to introduce Congress 
man Curtis of Missouri, a Republican, and a member of the com 
mittee, and myself, Mike Mansfield, » Democrat. from Montana. 

Next I will introduce to you Mr. Victor Dalmas, who is executive 
director of the committee, and his associate, Mr. Jeremiah T. Riley. 
of the staff. 
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Mr. Riley, will you introduce the representatives of the Govern- 
ment agencies who are here this morning ¢ 

Mr. Riixy. Yes, sir. 

First, Mr. Leo McCormick, who has already made himself known, 
from the Office of Price Stabilization. 

Next we have Mr. Walter J. O'Donnell, who is with the Small Busi- 
ness Office of the RFC. 

Next we have Lt. Joan Flickinger from the Munitions Board in 
Washington. 

Then we have Mr. John S. Bartlett of the Small Business Office 
of the National Production Authority. 

Seated next to him is Mr. Perry A. Peterson from the Petroleum 
Administration for Defense. 

Then we have two gentlemen from GSA, Mr. C. O. (Dick) Edens 
and Mr. Randolph M. Jackson. 

Then we have Mr. William T. McCormick of the ECA. 

We also have several local officials here, and I wonder if they would 
introduce themselves at this time. 

Mr. Fisuer. William M. Fisher of the New Orleans Loan Agency, 
RFC. 

Mr. Barrierr. Mr. Jackson is here; he is district manager of the 
Department of Commerce. 

Mr. Rurey. I guess that about takes care of it, Mr. Chairman. 

Mr. Datmas. I understand that there are three members of the 
local office of the Office of Price Stabilization present. 

Mr. Mansrie_p. Would you gentlemen mind coming up here where 
we can avail ourselves of your services as the occasion may arise / 

Mr. Curveranp. Counsel, I don’t know whether I made myself 
clear or not. I ong I did not this service charge. The service 
charge amounts, in my case—I tried to make it clear to the — 
man there—that it is a 25-percent mark-up on the factory f. o. b. 
charge. You understand, this is our historic discount. It heguthe 
to be in my particular case that this service charge runs anywhere 
from $60 to $80, and I thought I made myself clear, which would make 
it about 25 percent over the total cost of the automobile. That is 
what I tried to bring out. 

Mr. Mansrietp. You and your associates should stay around, be- 
cause I think Mr. McCormick may want to talk to you later. 

Mr. Cievecanp. Yes, sir. Thank you. 

Mr. Mansrievp. We will now call Mr. F. G. Atlee, Jr., of Delta 
Electronics, Ine. 

Mr. Barr. Mr. Chairman, I wonder if you mind. I want to see if 
Mr. de la Houssaye has come in yet. 

Mr. Mansrrevp. Do you want to make a statement ? 

Mr. Barr. We gave ground to Mr. Cleveland because Mr. de la 
Houssaye had not come as yet. 

Mr. Mansrrevp. Will you proceed now, Mr. Barr ? 

Mr. Atlee, if you will excuse us, please. 

Mr. Atier. Certainly. 

Mr. Barr. I will go ahead, then. 
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STATEMENT OF JOHN U. BARR, REPRESENTING NEW ORLEANS 
CHAMBER OF COMMERCE, DEFENSE PRODUCTION COUNCIL, AND 
LOUISIANA MANUFACTURERS ASSOCIATION, NEW ORLEANS, LA. 


Mr. Barr. My name is John U. Barr, and I am director of the 
Louisiana Manufacturers Association, chairman of the New Orleans 
Chamber of Commerce Defense Production Council, New Orleans, La. 

Mr. Mansrrecp. Do you have any copies of your statement ? 

Mr: Barr. Yes; we have quite a few. 

Mr. Chairman, you have made reference to the fact that the time 
element is essential, and frankly, this work we have done here dates 
back, and there is a terrific amount of material in this statement, 
and I am afraid it might take up too much time of the committee, 
maybe more than you would want. 

Mr. Mansrretp. Not more than we would want, but you see the 
list that we have, and we are thinking of all of them. 

Mr. Barr. We worked pretty hard to be sure that you got people 
to tell you their story. You asked for it, and we are trying to give 
it to you. 

With that, if you would prefer, I will just try to summarize. 

Mr. Mansrrevp. Mr. Barr, if you will subside for just a moment, I 
think it should be brought to the attention of the audience that not 
only Mr. John U. Barr, the witness now before us, who is Chairman 
of the Defense Production Council, but also Mr. Sam B. Dunbar, 
secretary of the Louisiana Manufacturers Association, and Mr. A. J. 
Sarr, assistant executive vice-president of the chamber of commerce, 
and Arthur Graham, secretary of Defense Production Council, 
Charles Ginnelli, and Joseph Henderson, president of the American 
Association of Small Business, all worked together to bring about this 
meeting, and we wish to express our thanks to them. 

Proceed, Mr. Barr. 

First I want to say to you that we appreciate very much the inter- 
est that has been shown by this committee and those who are here. 
We hope when we are through that we may have given you something 
that will be of benefit to our Nation, for its defense, not only against 
outside enemies, but from internal enemies as well. 

[ would call your attention to this fact, since I am not going through 
the whole thing, that when this Defense Production Council began in 
December, after a lot of work was done by the Louisiana Manufactur- 
ers Association and the New Orleans Chambers of Commerce to bring 
the people of the community in contact with the services, so as to get 
them to serve this defense effort, then this committee was formed. 

It was in this room, and this is very illustrative of what is hap- 
pening all over this country, I think, and this room was so filled until 
the partition back there had to be opened up, and as we progressed 
along and organized, as you have before you the brochures giving that 
organization, if you had come into the office of the New Orleans 
Chamber of Commerce, where the chamber of commerce surrendered 
their board meeting room for this organization to operate in, if you 
had come in any time during the day you would find that it was Just 
a beehive. 

Gentlemen, if you were to come in there in the past 3 or 4 weeks, 
well, it was not a funeral home, because was no body, but it was not 
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a lack of interest, at all, it was simply because they cannot get into 
the program, and they have tried, and you will hear that from others. 

I thought it would be well to call your attention to the fact that this 
is a room that it has been held in, and then you see the people who are 
here today, and it will give you somewhat of an illustration of the in- 
terest. The interest is still there. 

We are honored in having you with us. We appreciate the reason 
for your visit, recognizing that it is your desire to develop informa- 
tion with the thought of fitting the small-business man more and more 
into the defense program, to determine difficulties and deterrents, and 
to receive our suggestions as to remedies. 

Before presenting the cases we have correlated to save the time of 
the committee, we would like to make some opening remarks in the 
matter of timing, your visit coincides with the hearing you held in 
New Orleans in November 1942. Approximately the same number of 
months has elapsed since Korea that had passed then since Pearl Har- 
bor. Butthere are some fundamental differences in our situation now 
as compared with our position in 1942. 

Our failure to recognize these fundamental differences, it seems to 
us, has placed us in such a position economically and defensewise that 
drastic steps must be taken if we are to emerge successfully from the 
two-pronged dilemma confronting us. 

The first basic difference is psychological. In 1942 we were in an 
all-out war, and the people had readily adapted themselves to the 
idea of sacrifice. Manufacturers were hunted out to do war work. 

Today, with billions being spent for defense, Louisiana manu- 
facturers find the doors shut on their efforts to secure contracts. 
Conflict in statements as to the job ahead of us and actual performance 
in letting contracts have led to apathy and indifference which to us 
is appalling. 

The second fundamental difference is in the economic status of 
our country. In 1942 we were getting out of a most disastrous depres- 
sion. We had millions of unemployed and large numbers of employ- 
ables. We had farm surpluses, and we had factories operating on 
one shift. Today the number of unemployed is smaller than at almost 
any stage of our history. Our plants are operating and have been 
operating two and three shifts. 

In 1942 we were not faced with the problem of curbing inflation— 
certainly not to the extent we are today. Then we were concerned 
with fighting a physical war, today we are concerned with fighting a 
physical war and producing for future defense and fighting inflation. 

Economists say that inflationwise today we are in a position we 
found ourselves in in 1945. During the period 1942-45 the supply 
of goods and services increased at about the same rate as did the 
consumer's income. It was in the latter half of 1945 that inflationary 
pressures really started to build up and it was then that the controls 
began to break down. 

It seems to us that failure to recognize this difference will make 
unworkable even those controls which may be necessary. As a matter 
of fact, insofar as performing the function for which they may 
have been established—that is curbing of inflation—the price and 
wage controls have already broken down. Since the price and wage 
freezes of January 26, both have been considerably thawed, and 
there is every indication that the melting down process will continue 
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at an accelerated rate. On Wednesday, speaking before the Unite 
States Chamber of Commerce, Assistant Price Director Edward |. 
Phelps, Jr., indicated that both prices and wages will be allowed to 
rise some more. He stated that the OPS will complete its interim 
pricing job and then prevent future price increases. But he state: 
that this interim task may not be completed for several months. On 
the same day a news dispatch by David O. Ives, staff correspondent 
of the Wall Street Journal, pointed out that the new Wage Stabiliza- 
tion Board will have an almost impossible task to put a hd on wages 
since they have been handed a wage fixing formula that has already 
proven inadequate to do the job. 

On Monday the CIO Marine Shipbuilding Workers had a confe: 
ence with George W. Taylor, Chairman of the Wage Stabilization 
Board, with reference to the agreement of Bethlehem Steel Corp. for 
an average of 15 percent wage hike. After the conference, the union 
announced that it was postponing its threatened strike for now— 
in view of the fact that all indications are that we may expect the Wage Sta- 
bilization Board to pass on our cases expeditiously and in the very near future 

There can be no doubt that once the 10 percent catch-up formula 
is pierced—and it was pierced in the railroad workers’ case—that there 
can be no foreseeable end to the increases of wages. 

Even with effective wage controls our money income would go up 
steadily through an entry of new people into the labor market, throug) 
longer working hours, and through upgrading of employees into 
better paid jobs. With the defense program taking 20 percent of our 
national goods and services, and with the national income being in 
creased only 2) percent (and some say that is a minimum figure), we 
will find ourse’ves in the position, as was pointed out by Peter IF. 
Drucker in this week’s Saturday Evening Post, of having $1.20 with 
which to buy only 80 cents’ worth of goods and services. 

It seems to us that there are several important features of ou: 
domestic crisis. One is that we have begun to speed up defense pre- 

yaration with an already high level of production, high prices, and 
bebt. The combination of high wages and bacncuead employment 
creates a situation which raises the prices of military items and stimu- 
lates civilian buying and hoarding. There will be further inflation, 
and the outlook is for uncontrolled prices, since wages have been tied 
in with the cost of living. While these increases will mean greater 
money earnings, actually it will mean little since apparently we have 
adopted a doctrine of parity—parity for the farmer, parity for labor, 
and perhaps parity for everybody except those who must live on 
fixed income. 

It is almost impossible to fail to reach the conclusion that the exis! 
ing direct-wage and price-control program will: 

Hamper the production of military supplies and equipment: 

Tend to accelerate, not stop, inflation ; 

Unnecessarily restrict the production of goods and supplies for 
our domestic needs; 

Cause extensive, unnecessary, and injurious interference with pri- 
vate enterprise; . 

Result in another huge and costly Government bureaucracy which 
may tend to become a permanent part of our economy; and 

Eventually bring lower standards of living for all of our people. 
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Another important feature of our crisis is operation of priorities 
and allocations, which coupled with the method of procurement, may 
well break down the very thing on which our country is dependent— 
a great mass of small manufacturing enterprises. At this time when 
we are not at the stage of all-out production, are we embarking on a 
“penny-wise and pound-foolish” policy! As more and more civilian 
production is curtailed because of allocation of materials for the mili- 
tary requirements and stockpiling, the industrial structure of America 
is weakened. While it is true that military requirements should have 
first priority on materials, it is also true that valuable materials in 
short supply are being used for facilities which in many cases are 
duplications of existing facilities. These existing facilities are not, 
of course, located in several concentrated areas, but are scattered 
throughout thousands of plants in the country. If material allocation 
and material controls reduce the operations of manufacturers, and pro- 
curement policy is such that the facilities and manpower of these 
manufacturers are not utilized, they may well be lost to production 
forever. It is our firm belief that supplies are adequate in a large 
number of material items unless they are unnecessarily siphoned off in 
a duplicate supply of items already in sufficient supply. 

It is our firm conviction that if we are to defeat enemy No. 1— 
inflation—and get maximum production of the military requirements, 
as Well as our domestic needs, in the shortest possible time and at the 
lowest possible cost, our Federal Government should adopt the follow- 
ing policies : 

|. Strict economy in all nondefense governmental expenditures, both 
at home and abroad. 

2. Elimination of waste in our military expansion. 

3. More specific information as to military requirments, including 
both quantity and time. 

4. Limitation of the expansion of the money supply and bank credit. 

5. Adoption of a program to stimulate individual savings, and adop- 
tion of an equitable pay-as-you-go program. 

We feel that there should be a recognition that we have a long period 
of mobilization or semimobilization, and that we must both earn our 
living—maintain our strength—and arm for defense as a normal 
procedure for some time. We should realize that this is not an 
“emergency.” It is and must be for some time a part of our normal 
everyday lives. There should be a realization that maximum produc- 
tion will remedy our present situation. American ingenuity and 
production have made this country great, and there is every reason 
to have full confidence that increased production can be attained if 
we are not hampered too much by needless controls, and if the in- 
centive to the individual to experiment and venture continues as it has 
n the past. 

There are four phases of the mobilization program which are of 
vital importance to Louisiana manufacturers—procurement, priori- 
ties and allocations, price controls, and wage controls. And all four 
are interdependent. 

Before giving you a résumé of experiences of our manufacturers in 
these phases, I should like to briefly outline some of the activities of 
the two organizations I am representing today—the Louisiana Manu- 
facturers Association, of which I am a director, and the New Orleans 
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Chamber of Commerce Defense Production Council, of which I am 
chairman. 

With that Iam going to leave the prepared statement because, while 
there is quite a lot in there, the time element is so short. The balance 
of it gives many of the details of certain things that we have developed 
here. 

Mr. Mansrrexp. All of that will be made a part of the record. 

Mr. Barr. Yes. In other words, it is going to be submitted, Mr. 
Chairman. But I do want to go into something further down. 

Mr. Mansrievp. Well, the part that you omit will be included in 
the record. 

Mr. Reporter, will you see that that is done / 

(The material referred to above is as follows :) 


Within a few weeks after our entry into the Korean conflict, the Louisiana 
Manufacturers Association sent out complete information as to the procurement 
policies and procedures and urged prompt contact with procurement agencies 
In September, following the passage of the Defense Production Act, the IMA 
manager with representatives of other State manufacturers associations, visited 
Munitions Board, Department of Commerce, NPA, and other Government of 
ficials in Washington to determine how they could best*aid in the defense pro 
gram At that time, it was believed that an over-all survey of production 
facilities was not necessary since the armed services had surveyed potentia| 
contractors and “knew” the factories which could produce defense materials 
It is significant that on Monday of this week, Attorney General McGrath urged 
that the Nation undertake an immediate inventory of its productive capacity so 
that defense contracts can be let in such a manner as to assure full use of our 
industrial capacity. But in September no such inventory was necessary. Since 
that time the IMA has been advising on procurement, priorities, price controls 
and wage controls, furnishing orders to manufacturers, and keeping in close 
contact with industry throughout the State 

In December, recognizing the need for community responsibility in procure 
ment, the New Orleans Chamber of Commerce established the Defense Produ 
tion Council to assist procurement agencies and New Oreans industry in conne: 
tion with defense contracts. I shall not go into details of the organization of 
this council because of time limitations. Attached to this statement is a booklet 
outlining the functions and organizations of the council. This booklet was sent 
to over 200 procurement officers to acquaint them with the defense council and 
the products made in this area. I think only seven or eight acknowledged 
receipt. 

It early became obvious that a personal call on procurement agencies was 
necessary, so a staff man of the council was sent to visit the major purchasing 
officers of the Armed Forces. The following is from his report : 

“The principal information I received on this trip was that procurement 
through competitive bidding was practically a thing of the past and that the 
great majority of purchases would be made by negotiating contracts. In nego 
tiative contracts, first priority will be given to previous suppliers, second priority 
to suppliers who have been surveyed by the various industrial mobilization 
branches of the various services, and third priority to new sources. 

“Since the great majority of our small businesses fall under the third priority, 
it would appear that under the present system of procurement they have little 
opportunity of becoming prime contractors until the productive capacity of the 
first two categories has been reached. 

There appear to be two possible solutions to this problem: The first would 
require an industrial mobilization survey of all small business, and the second 
would be a revision of procurement procedures so that the majority of contracts 
would be let as the result of competitive bids. 

“The first solution would probably not be practical due to the large number 
of businesses involved and the time required to make the surveys and evaluate 
the results “ 

‘A return to competitive bidding would at least give all small business an 
opportunity to participate in defense production, particularly if required items 
were broken down into small lots and distributed among a number of contractors 

“Geography also places New Orleans small business at a disadvantage. The 
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major procurement agencies are at such a distance from New Orleans that 
transportation costs raise the price of New Orleans produced articles to such 
a point where they are unable to compete with like articles produced in the 
vicinity of the procurement agency. ‘he only solution to this problem would 
be to have contracts awarded on an f. o. b. factory basis, with the Govern 
ment bearing transportation charges.” 

While he refers to New Orleans manufacturers, it applies equally to all 
Louisiana industry. 

A survey of facilities in the almost 900 plants in the New Orleans area 
was made, with the result that we know pretty much the type of products which 
can be produced. We know that manufacturers want to do defense work 
We know what their facilities are. We know what their manpower is. We 
get specifications for them to study 

In brief, these two organizations are doing everything we can think of to bring 
Louisiana industry into the defense procurement picture. 

I mention these things to indicate to you that we are not sitting idly by, 
waiting for contracts to come into the State. 

As I said earlier, a comparison of the situation today and the day of hearing 
by your committee in 1942 is in order. In 1942, we reported that 427 Louisiana 
plants had prime or subcontracts and that probably 100 others had contracts 
secured through negotiation. Today, according to the New Orleans oftice of the 
Department of Commerce, 82 contracts have been let to Louisiana plants since 
August 16, 1950. The value of 57 of these contracts (no amounts have been 
indicated in the synopsis since March 7) is $6,109,010.47. This does not mean, 
of course, that S2 plants have these contracts, since some companies have more 
than one contract Nor does it mean that these S2 contracts are all that have 
been secured by Louisiana firms, for we know some contracts have been nego 
tiated. We know, too, that there are probably 50 or 60 subcontracts in effect 

But we do know that the facilities, know-how, and manpower in Louisiana can 
efficiently handle many, many more defense orders 

Through the contracts maintained by the Louisiana Manufacturers Associa 
tion and the Defense Production Council with manufacturers, we know why 
more contracts are not secured and why more manufacturers are not bidding 

The primary reason given for not bidding is that there is insufficient time 
allowed before the bids are opened. The complaints in this respect are too 
numerous to give you in detail. But a few examples will illustrate the difficulty. 
A manufacturer reads in the Consolidated Synopsis put out by the Department 
of Commerce that the quartermaster procurement officer in New York wants 
bids on an item he can make. He wires for specifications. Sometimes he gets 
a card telling him they are out of specifications but will send them later. 
Sometimes they send immediately. Other times no word at all. Sometimes 
they are received the day before bids are opened. The New Orleans Furniture 
Co. wired the Navy for specifications and blueprints for ammunition boxes 
The Navy answered they were out of bid forms and prints and would send 
them at a later date. They were received on March 15; bids were opened on 
March 16. Certainly this company had no opportunity to get a bid in on time. 
George McCoy & Co. submitted bids by air mail 2 or 3 days prior to expiration 
date and has been informed that bids were received too late. 

The following are cases where the Defense Production Council wired pro 
curement agencies for specifications and no word at all has been received: 
Synopsis 239; canvas buckets: invitation No. 511/097; New York Quartermaster 
Procurement Agency ; telegraphed for specifications April 11; bids opened April 
23. No specifications. 

Synopsis 247: compound, cleaning; invitation Nos. 51-459, 51-471, 51-472: 
Raritan Arsenal, Metuchen, N. J.:; wired for specifications April 24; opening 
date, May 9: no specifications 

Synopsis 220; tools; Chief, Purchasing Branch, Federal Supply Service, Gen- 
eral Services Administration, Atlanta, Ga.; wired for specifications March 16; 
hids opened March 30; no specifications. 

Up until recently there were comparatively few complaints from manufac 
turers that they couldn't learn what was wanted. The United States Depart- 
ment of Commerce has done an excellent job through its consodlidated synopsis. 
Some 20 chambers of commerce, a number of banks, and several employment 
security offices are furnished these synopsis sheets. And the Louisiana Depart- 
ment of Commerce and Industry sends them to every manufacturer who re- 
quests this service. But in recent weeks the items listed on the synopsis have 
shrunk. The opportunity for open bidding is being reduced because more and 
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more contracts are being negotiated. Because of this policy, the number of 
manufacturers who cannot learn what is wanted will increase. 

In connection with negotiated contracts, I think you will be interested in 
what the Scott Manufacturing Co says: “Our trouble has been our inability to 
obtain a negotiated contract. The contracts on which we have been asked to 
bid have not been large enough to permit us to absorb the bug run and develop 
ment of production parts in our price schedule, so that we cannot compete with 
anyone who has formerly made these parts without taking a big risk on the 
cost factor.” This company is well equipped to do precision work, has the 
skilled labor, engineering abilities, and necessary financial assistance. It is a 
successful subcontractor in very close precision work in competition with firms 
in other areas. Certainly these facilities should be fully utilized. 

A large number of manufacturers have found that they can’t compete on 
price. This does not necessarily mean that they are way out of line. For ex 
ample, the Allemand Cabinet Works of Westwego lost out on a bid on ammuni 
tion boxes because their price was four cents high. The cost of transportation 
has lost bids for the Mayronne Lumber Co., Marrero, when his bids on pallets 
and ammunition boxes were in line, but a company near the using agency had 
the advantage in transportation. A procurement agency requests bids on bom) 
racks in quantities of 100, 500, 1,000, and 5,000. On the first four quantities a 
small manufacturer is low, but on the 5,000 quantity, the larger manufacturer is 
low ; so the larger man gets the contract. 

The question of adequate financing is another problem of securing contracts, 
or even bidding. The present law which makes the banker responsible for the 
payment of debts of the borrower has almost entirely cut off financing for small 
manufacturers. Reinstatement of the old V-loans would materially improve 
this situation. It is encouraging to know that a House committee has approved 
a bill to do this. It is to be hoped that this bill will not get lost somewhere 
along the line to final enactment. 

A major factor entering into delivery of a completed contract and in bidding 
is that of material. This is particularly true of steel. This factor has two 
parts—inability to get the material and inability to get firm quotations on 
material. Both of these stem from NPA allocations and priorities and to a 
considerable extent to price controls. 

Two or three illustrations of the importance of this factor should be cited: 

When an inquiry on a rated job is received from a procurement agency the 
contractor is required to give a definite delivery date to the supplier. Steel mills 
will not even talk about delivery unless the contractor has a DO rating. 
The DO rating is not given until the contract is let. With no assurance that 
he can get steel even with a DO rating and with the necessity for specifying 
lead time to the supplier, it is virtually impossible for a small manufacturer to 
even bid on proposais requiring steel. 

With steel mills in the fabricating business through subsidiaries, with a failure 
of the warehousing requirement to supply smaller companies, with the alloca- 
tion by mills to old customers, and with the unrealistic NPA regulations, a small 
manufacturer is definitely up against a stone wall. 

Listen to the plaint of the Wedgeplug Valve Co., Inc., of New Orleans. This 
is a highly successful small manufacturer with 65 employees. Its products are 
essential to the production of many defense products, notably gasoline and 
chemicals. This is what they say about their problem: 

“We are a manufacturer of steel plug valves which are used generally in 
industry. These valves are especially used for high-temperature services and 
services where there are solids in suspension. For this reason they are univer- 
sally used in the catalytic gasoline cracking processes. We also manufacture 
pipeline valves. 

“It is evident that much of our production goes to industry which contributes 
directly to the defense effort. However, to date there has not been any recog- 
nition of this fact by NPA. Consequently, in the last few weeks our materia! 
problem has become very much more difficult. 

“Our raw materials consist of carbon steel castings and a small quantity of 
alloy steel castings—alloy iron castings which contain 1 percent nickel ani 
0.35 percent chromium—alloy bar stock, and valve packing. 

“A recent NPA ruling requires that our foundry suppliers file a meiting sched- 
ule each month. The proposed schedule for June must be filed by May 1. The 
foundries have requested us to place our orders 60 to 90 days in advance. This 
is practically an impossibility because our variety of valves to fill out our line 
is large so we order our material based on customers’ purchase orders. 
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“To date, we have gotten along with the DO 97 by maneuvering and checking 
all over the country for material. In view of the recent NPA order to the 
foundries, this possibility is rapidly running out. 

“We consider our continuing to manufacture Wedgeplug valves and- bidding 
on related valve requirements of direct defense order contracts, the best and 
most efficient manner of serving the defense effort.” 

Many manufacturers are finding that the quantities of items on which bids 
are requested are too large. This is the result of not having proper machines, 
and in some cases manpower, plus the uncertainty of getting materials. 

On many items specifications and blueprints are insufficient to enable a manu- 
facturer to estimate his ability to produce them and submit a bid. On others, 
however, many practical engineers and shopmen desire to see a sample of the 
item wanted. Inability to see samples has resulted in the failure of some manu- 
facturers to bid. 

There is one deterrent to bidding which seems to us to be inexcusable. That is 
delay in payment of contracts. This, tied in with the restrictions on banks 
in connection with loans, makes is difficult if not impossible for a small manu- 
facturer to bid on a new contract after he has successfully completed an old 
contract. I am touching on this but briefly, since Mr. J. Samuel Butler will 
discuss his experiences in this respect. I may say, however, that other manu- 
facturers have been reluctant to bid for this reason. 

I think I have given you enough information to convince you that our manu- 
facturers want to do defense work, that we have endeavored to assist them in 
eevry possible way, and that roadblocks have been thrown in their way, either 
intentionally or accidentally. 

The fact remains that small business is not being given the opportunity to 
make its contribution productionwise in the defense program. Attornery General 
McGrath in his second report to the President and to the Congress, as required 
under the Defense Production Act, corroborates this statement in these significant 
words: 

“Our survey of current defense procurement discloses that in this national 
emergency, as during World War II, we have not as yet made adequate use 
of all our business resources, small as well as large, in defense production and 
in expanding our general economic potential. As a result, the base of our mobili- 
zation program is being restricted and we are not taking full advantage of our 
opportunity for industrial growth. Future growth of the economy is the key 
factor in our ability to sustain a major, extended defense effort.” 

We agree thoroughly with the Attorney General’s warning that failure to 
spread defense contracts adequately over the industrial capacity of the Nation 
threatens to destroy the economy. Mr. McGrath emphasized that has been evi- 
dent to small manufacturers for years. That is, that distortion to the produc- 
tion capacity of the Nation, because with producers on the one hand expanding 
their plants to meet contract requirements and on the other hand, other firms 
handicapped by the lack of materials falling into disuse will result in a serious 
breakdown of our industrial productivity. He pointed out that in the event 
of an all-out war the capacity of all present plants would be needed and asserted 
that safeguards must be established to protect plants from falling victims to the 
lack of business. 

While the Attorney General saw the danger of smaller plants falling into 
disuse because of failure to utilize them for defense production, he saw only one 
eause of disuse of productive facilities. It is important that full recognition 
be given to the role that priorities and allocations play in the destruction or 
disuse of productive facilities and skilled manpower. We say unequivocally 
that the present ever-changing and much amended NPA regulations governing 
the allocation and use of materials can result only in the elimination of many 
hundreds of small manufacturers from our productive resources. And once 
they are forced to close their plants, their employees are gone. 

The single band priority system has meant that a DO rating is merely a “hunt- 
ing license.” The constantly changing M orders, frequently amended before 
many manufacturers can read the first order, have caused much confusion and 
difficulties. 

Having been told in one order that they could use only a certain percentage 
of a certain product, and in some cases prohibited from using a raw material, 
manufacturers have scurried around trying to find some way to utilize their 
facilities, only to find that the order has been amended and they are permitted 
to use the material as before. Is there any wonder that manufacturers, large 
and small, are confused ? 
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Stockpiling of certain commodities and materials is necessary and desirable, 
but when unnecessary allocation of materials to stockpile will have the effect 
of putting small manufacturers out of business and putting that much of our 
productive capacity into disuse, then the whole question of stockpiling should be 
carefully reviewed. 

To get back to procurement, the Defense Production Administration last week 
announced a new procurement policy designed to help small business get a larger 
share of defense orders. Four principal points are involved in this new policy. 
They are: 

(1) To bring into the defense effort on a prime contract, subcontract, or pur- 
chase basis every qualified producer who can be used, so that orders can be 
spread across as wide a base as possible. 

(2) To find and put to use the productive facilities of small firms. 

(3) To give small manufacturers all necessary information concerning Gov- 
ernment needs and the steps they should follow in obtaining subcontracts as 
well as prime contracts. 

(4) To develop and install procurement procedures which will encourage prime 
——_ to subcontract to small firms the maximum amount of business pos- 
sible. 

To implement this policy, DPA recommended several positive steps, including 
a review by the services of their requirements for the purpose of determining 
specific items suited for distribution among contractors; obtain agreements with 
suppliers providing for a maximum amount of subcontracting; prime contractors 
would be given incentives to subcontract to the greatest degree possible; pay- 
ment of price differentials to keep the facilities of small business intact; and 
review the list of eligible contractors in the M-day production allocation pro- 
gram with the idea of broadening the base. 

This new policy sounds as if it is all to the good. I know you will pardon us 
for being skeptical. We can’t forget that this is the third attempt to widen the 
base of procurement announced recently. The first was a directive from Secre- 
tary of Defense Marshall, the second was a directive from Munitions Board Chair- 
man John D. Small. Neither of those was effective and there is every indication 
of a steady drop in the participation of small business in the direct procurement 
of the armed services. 

I have touched but briefly on the question of priorities and allocations. Individ- 
ual manufacturers present will go into more detail on this subject. I do wapt 
to repeat, however, our concern over the fact that there is real danger that this 
program of allocations may well destroy much of our productive capacity. 

Now for a few words about price controls. In my opening remarks I touched 
on the general subject of price and wage controls. 

The General Ceiling Price Regulation for Manufacturers, CPR 22, is of too 
recent origin for us to comment on its effect at this time. Suffice it to say that it is 
so complicated that within a week after it was issued it was found necessary to 
amend it. Originally, manufacturers were given four alternatives in arriving 
at their price ceilings. Just a day or two ago another method was permitted, 
and the amendment wound up with a provision which said in effect: “If you 
ean't work out your schedule with any of these alternatives, work out your own 
procedure, but be sure you get our approval before you put it in effect.” 

The following is a brief analysis of CPR 22: 

CPR 22 uses about 30,000 words plus supplements just to get it started. What 
will the future bring? Countless exceptions, amendments, conflicts, gaps, dupli- 
cations, and confusion. 

Base period ending June 24, 1950, instead of June 30, is unrealistic and forces 
manufacturers to go back to first quarter of 1950 or earlier. 

Retailers were given 90 days including two extensions to recalculate their 
prices but manufacturers are given 34 days to do it. 

Recaleulations of all these manufacturing costs and prices will be required 
again around September because the first effort must necessarily fail to reflect 
price adjustments by suppliers. This virtually doubles the huge burden of paper 
work. 

Higher material costs due to using new suppliers since base period are dis- 
allowed although they are very real basic costs increases and obviously unavoid- 


able. 
Although the wage spiral is continuing upward, wage cost increases after 


March 15, 1951, are rejected in CPR 22. 

Why were most material cost rises cut off December 31, although a big rise 
occurred in January and February this year? Why not use the same cut-off date 
for wage costs? Why not make both dates March 31, the end of a quarter? 
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OPS says that under the general freeze “competing companies charged di- 
vergent prices.” Apparently CPR 22 is to remedy this “unbalance.” 

OPS says under the freeze many prices lagged behind costs. Apparently 
CPR 22 will guarantee that all prices covered will lag behind costs because it 
disallows numerous cost increases other than direct labor and materials. Thus 
a grave imequity will be extended. 

CPR 22 disallows increases in expansion costs, major repair and maintenance 
costs, selling and development costs, engineering, accounting, financial and ad- 
ministrative costs. Here is a gross inequity to millions of workers not classed 
as direct labor and caught in this arbitrary squeeze. This also cracks down on 
some of the most vital aspects of current production efforts. 

OPS says overhead cannot be allocated to individual commodities. How could 
a price ever be realistic without including a sensible share of overhead costs. 

OPS says overhead cost per unit has gone down in most cases since Korea. If 


. this is true, why not include it in the cost-price formula? 


This OPS assertion about overhead going down is an example of using a 
broad and vague generalization as a basis for both policy and detailed regula- 
tion. Actually, whatever the over-all trend may be, the average represents a 
combination of those who have fallen below it, exceeded it, or wavered around 
it. The overhead problem differs enormously in different industries and com- 
panies, both as to magnitude and change. 

In all seriousness, I ask you: How are manufacturers to operate under such a 
regulation? How can a printing establishment figure its price ceilings? Or a 
machine shop? Or numerous other manufacturing operations, some operating 
on @ seasonal basis, with shutdown for maintenance work? 

On the question of meat prices, I think we have a gentleman here to discuss 
this important regulation. 

As now set up, the Wage Stabilization Board is bound to follow the pattern 
established in World War II by the War Labor Board, when employers were 
forced into uneconomic and unsound practices under the threat of public opinion 
and seizure by the Government. We can see no necessity and no desirability 
for a Wage Stabilization Board to do anything at this time other than attempt 
to stabilize wages. We can find no justification for the handling by that agency 
of disputes involving noneconomic issues. We are convinced that the only dis- 
putes which the WSB should handle are those disputes arising from the Board’s 
own policy and regulations on wages. 

There is, as I have pointed out, already a breakdown of wage stabilization. 
If wage stabilization was established to curb inflation, it has failed in that 
purpose. 

Mr. Chairman and members of the committee, I have attempted to give to 
you on behalf of the Louisiana Manufacturers Association and the New Orleans 
Chamber of Commerce Defense Production Council a picture of conditions as 
we see them and the view of industry as we understand them on matters of vital 
importance to the welfare of our Nation. 

We have a number of individuals here who will give you their personal ex- 
periences with the four phases of the mobilization program I have discussed 
generally. 

Mr. Barr. In closing I want to thank you for your patience in lis- 
tening to our presentation. I feel strongly that I would be untrue 
to myself, to my community and State, to my country, and to you if 
I did not leave with you some personal observations and conclusions. 

Last December the community cooperation and enthusiasm over 
the formation of the New Orleans Chamber of Commerce Defense Pro- 
duction Council exceeded anything witnessed by me before, and dur- 
ing my long acquaintance with matters of this kind. 

Once had I witnessed the early surge of patriotic community en- 
deavor and then the gradual relaxation. But never before have I 
seen or felt such community-wide, complete frustration now taking 
place in this community. 

It is, indeed, pathetic that almost without exception the same 
willing hands have lost little or none of their fervor for the unselfish 
chance of working for the community and national welfare, and day 
after day find a seemingly impenetrable iron curtain between their 
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willingness and the constantly repeated cry of the Government for all- 
out industrial mobilization to save our existence as a free Nation. 

From the first moment of our organization, it was apparent that 
our intensity of purpose was greater than willingness of the procure- 
ment agencies to employ flexibility in spreading the workload. 

Immediately upon the arrival in New Orleans of Consolidated 
Synopsis of United States Government Production Information, our 
staff would wire the proper procurement offices for the actual invita- 
tion-to-bid specifications on any and all items, which our staff knew 
could easily and economically be produced or made in this area. 

May I say that you will find in the report where in some places 
we have never even heard from that request. It is back in here. That 
is why I say that it would take quite a while to cover this thing. 

Instantly after arrival of these specific invitations and specifica- 
tions, our volunteer industrial specialists would phone the potential 
industrial producers to inform hen of the possibilities—and by the 
way, that was done by volunteers who came in from industry in the 
afternoon to do these things—and they called the people, and we had 
surveyed around 900 plants, and in there we had over 3,200 products. 
If it was a casting we would immediately write in to there, onl if it was 
a machine shop, we knew who to call up. That was all gratis free 
work—voluntary on the part of the people—and the producers would 
work, voluntary on the part of the people—and the producers would 
flock to our office to go over the specifications and to further prepare 
to phone or wire for copies, so that they could prepare a bid. But, 
alas, in most cases the time thus used up absolutely precluded any 
chances of getting a bid in on time. 

While this was going on news began to reach us of tremendous 
activity in a few congested areas. 

[ have letters to the fact that their problems are not one except of 
labor. They just do not have the labor, but anything else they have 
got plenty of, anything else. 

The classified advertisements appearing in our local dailies made 
frantic appeals to our surplus skilled labor to migrate to these already 
congested areas. Some of these appeals guaranteed work in plants 
equipped with recorded music outlets, so they could “whistle while 
they wor Ang 

That's a fine condition, but in the meantime the harried and sorely 
beset little-business men of the area were beginning to realize that 
they had little to whistle about. For, with labor going out and ma- 
terial not coming in, the situation for the little and medium-sized 
plant grows darker. Quite a number are fast coming to the conelu- 
sion that there is nothing for them to do in the mobilization for de- 
fense, except, “to do without”. 

The New Orleans Chamber of Commerce defense production council 
has just completed a painstaking survey of the firms who had made 
every effort to fit themselves into the essential production program. 
This survey discloses a most saddening and unwholesome condition. 

And may I add, and I would like this to be put in the record please, 
the cooperation of the local office of the Department of Commerce, 
and the officials of the NPA that we have here, have given us every 
ounce of help that it was possible for them to give. We have no com- 
plaint whatsoever so far as they are concerned. They overextended 
themselves. 
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Up until the completion of this survey, I was reluctant to believe 
the oft-repeated warnings that the American people were starting to 
scoff at the idea that our Government needed the full productivity 
potential of every segment of our economy. I now sadly understand 
the growing mass disbelief and frustration. And we cannot have 
that go on. 

What we have been attempting to do for small business in this area, 
they could not have done for themselves, and now I am seriously 
considering a recommendation to the New Orleans Chamber of Com- 
merce that our community effort is proving futile and not worthy of 
further expense. 

Now, gentlemen, that is a serious thing, but it is a fact. What is 
the use of bucking your head against a brick wall? We are told that 
we are in an emergency, and we have been told that we have enemies 
without our gates. We have done everything that we could possibly do 
and still the tops is three small contracts, so far as this particular 
effort is concerned. ‘There are people who have gotten on trains and 
gone there, and you will hear some of those. 

I do not know what forces or circumstances bring about this ap- 
parent freeze-out of small American business. I am not critical nor 
do I make any accusations. However, I am disturbed. 

I wanted you to have the facts. I dread to have the condition con- 
continue, for mass grumbling and discontent do not make for unity, 
and, in this era of our history “unit” is our desperate need. 

Thank you very much for the time you have given me. 

Mr. Mansriecp. Thank you, sir. 

Mr. Barr. I want to submit, if you will, and save time a little later, 
a statement given by Mr. D. M. Halley, co-vice chairman, defense loans 
division, New Orleans Chamber of Commerce, defense production 
council. This is with reference to loans. This statement reads as 
follows: 

(1) The bankers need a copy of contract before actually making a loan. In 
some instances Government agencies wish assurance of financial support before 
they will grant the contract. 

(2) The bankers feel that the procurement agency has the responsibility for 
determining whether or not a company is physically able to produce the product 
in quantity and quality desired and deliver on the schedule desired. 

Another important financial problem encountered is slow payment on some of 
the contracts. 

Mr. Mansrtevp. Without objection that statement is accepted. 

Mr. Curtis. Mr. Barr, I want to say to you that I personally have 
been on 10 of these hearings in various cities and this statement of 
yours is in my opinion one of the finest we have received. 

I have had an opportunity, while you were talking, to glance through 
it and make notes in there of the various problems that you have 
written out, and I want to say unfortunately those are the problems 
that we have been running into throughout the country. 

I think that you have brought this to our attention in a forcible 
manner, and it has been very well expressed, and I certainly want to 
compliment you and the people of New Orleans for doing this splendid 
job. I hope it is not going to be lost. 

You feel exactly the way I think this committee feels, and with this 
ammunition that we have gotten from you, and that we hope to get 
from the other gentlemen this morning and this afterngon, coupled 
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with the ammunition that we have gotten in other communities 
throughout the country that we have visited, we are hoping to be able 
to go back to Washington and really do a job on this. 

‘hank you again for a most. splendid statement. 

Mr. Mansrrecp. Mr. Dalmas. 

Mr. Datmas. Mr. Barr and his associates, Mr. Chairman, have been 
in toueh with the staff a good many times in the past few months and 
we have been somewhat familiar with the efforts that they have been 
putting forth here, and so far as the testimony that he has given is 
concerned, it bears out a very great effort. 

I wonder, Mr. Barr, whether or not you made any study of the 
committee’s bill to establish a small defense plants corporation, and 
whether you think that would help in the present situation. 

Mr. Barr. Yes. A study has been made, Mr. Dalmas. It will help. 
Now, I will tell you why it will help because there you would be able 
to take a prime contract, you understand, and be able to subcontract it. 

Now, in the last war, under the Smaller War Plants Corporation, it 
was started late, and there again you did not have an organization 
such as this, you understand, which, by the way, this has been dis- 
tributed over the entire United States, and we did not hold it for 
ourselves, with the hope that various communities would get together 
and make this survey of the private enterprise, and we felt that you 
would be able to go to organizations such as this, community organi- 
zations, and find there the facilities to see where the work could be 
subcontracted to. You understand, possibly, that the assembly line 
could be put up in a community to do the job right at that point. This, 
I think, would supplement that bill. 

We are in favor of the bill, because it is a revolving funds, because 
we think if it is operated properly, it will not be a cost but that it will 
definitely distribute this defense load, utilizing the machines. You 
understand where they are, and you know where the people are, and 
you can quit this uprooting of people out of their homes here to carry 
them somewhere else where you do not have school facilities and health 
facilities that should be there for them, and do the work where the 
people at present live, and when the emergency is over you will have 
preserved the thousands and thousands of small businesses which are 
the backbone and strength of this Nation, and we will not have to 
rebuild it. 

You will have the people living where they were and not having 
their homes destroyed. 

Mr. Datmas. In other words, you want the contracts here? 

Mr. Barr. I believe that would help to accomplish it. 

Mr. DacmMas. You want the contracts taken to the people rather 
than the people taken to the contracts? 

Mr. Barr. We want the people utilized, you understand, in a man- 
ner in which they are accustomed to being utilized. When you get 
on the train and go up to Dallas, Tex., after a certain type of work, 
then he does not know how to do that, you understand, yet he is a 
good mechanic, and if you were to bring the work to him, you under- 
stand, you would be surprised at what can be accomplished. It has 
been demonstrated time and time again. : 

But you are not going to able to get him to go all the way through 
this, becausee I think in here you will find something you don’t realize. 
I will give it to you. You will find that they have been there and 
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spent their money, and all they got was a run-around. You are not 
going to keep on doing that. 

The Smaller War Plants Corporation would bring the business to 
them, that.is, if you would utilize organizations such as that. 

Mr. Datmas. We are going to study your document very carefully. 

I have one other question: Are you familiar with the fact that the 
Attorney General has approved the organization of production pools 
for the purpose of securing defense contracts? The first one, the first 
contract was awarded to a pool out in Omaha, Nebr., just a few days 
ago. 

eur. Barr. I did not know that he had approved it. I knew that it 
was being worked on. 

Mr. Dauoas. It has been approved. 

Mr. Barr. I knew that it was being formed, and that was where a 
group of industries had put themselves together, you understand, and 
they took the prime contracts and put them out among their numbers. 

ur group ide has nothing like that; in other words, it is strictly 
a community effort. 

Mr. Curtis. You could do it? 

Mr. Barr. Yes, it could be done, definitely; under this you could 
bring together a group. 

Mr. Datmas. Well, when we get back on Monday, we will send 
all the information on pools to you. 

Mr. Barr. Thank you very much. 

Mr. Mansrievp. Mr. Barr, the question you raised about specifi- 
cations, has been raised in almost every area in which we have visited. 
I don’t think we have been in any of the congested areas, because 
evidently there is no place for a committee of this kind to function, 
but we have been very much disturbed by the attitude of Mr. Charles 
Wilson, whom we all respect as a first-grade businessman, but we 
have been disturbed because it seems to be his policy to carry out the 
defense program on the basis of negotiated contracts, and the result 
has been that there has been a decided increase in those contracts, so 
that I understand at the present time approximately 95 percent of 
them are put out on that basis. Is that right, Mr. Dalmas? 

Mr. Damas. That is approximately correct. 

Mr. Mansrtevtp. Which means, of course, that what is left may go 
to the little-business men throughout the country. 

This committee hopes to be able to do something about that kind 
of contract. It hopes to be able to do something, by seeing to it that 
the specifications are made available, and that information concern- 
ing bids are made available in time so that businessmen will have an 
or opportunity to submit their bids, and other things along that 

ine. 

I want to join with the rest of the committee in expressing my 
thanks for your fine statement, and in assuring you, Mr. Barr, that 
the recommendations which you have compiled for the New Orleans 
area will be given every consideration by this committee on our re- 
turn to Washington. 

Thank you very much. 

Mr. Barr. Thank you, Mr. Chairman. 

May I say, if you will, I think you will find everything in there. I 
just came back, and all of this was prepared, but I think I under- 
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stand what effect the negotiated contracts are having on us. Very 
definitely, if something is not done, the letter I sent in to Washing- 
ton, a plan must be provided where they can get into that. 

Mr. Mansrieip. Mr. Wilson has taken the easy way, and perhaps, 
for the present time, the best way, but it will not ultimately be the 
best way. 

Mr. Curtis. I want to be certain: that this booklet be included in 
the record. 

Mr. Mansrteip. Without objection, it is so ordered. 

(The booklet, New Orleans Chamber of Commerce, Defense Pro- 
duction Council, referred to, is as follows:) 


New ORLEANS CHAMBER OF COMMERCE DEFENSE PRODUCTION COUNCIL 


“The first duty of America, of Louisiana, of New Orleans, and of our 
Chamber of Commerce is to bend every effort to produce for defense, to 
convert our civilian economy into a defense economy . . . To the 
accomplishment of these ends I pledge every resource of the Chamber 
of Commerce during 1951.”’—JosePH M. RAULT. 


OBJECTIVE 


To institute orderly integration of Government material and manpower needs 
for defense production with the activities of the business community. This 
general objective would involve the following: 

1. To serve as an industry-wide vehicle for the coordination of all branches of 
our productive capacity within the New Orleans metropolitan area. 

2. To devise practical means of collecting all information pertaining to the 
requirements of the Government in the defense program. 

3. To disseminate information to potential prime contractors and subcontrac- 
tors of needs of the defense program on which bids have been requested. 

4. To determine the productive capacity of the area by industry groups. 
This can be accomplished through the cooperation of civic agencies, trade organ- 
izations, public utilities, distributive agencies, and Government agencies. 

5. To match capacity with needed production. 


ORGANIZATION 


The vice chairman of the procurement liaison division will be directly responsi- 
ble to the chairman of the defense production council. Functions of this division 
are to maintain contacts with all defense procurement agencies. 

The subcontracting branch is responsible for maintaining close liaison with 
major civilian prime contractors for the purpose of securing subcontracts for 
facilities in this area. 

The prime contracting branch has as its responsibility the maintenance of direct 
liaison with the major procurement agencies of the Government. 

The vice chairman of the defense loans division is directly responsible to the 
chairman of the defense production council. The functions of this division are 
to explain the requirements for obtaining defense loans for plant expansion 
and/or operating capital purposes under title III of the Defense Production Act 
of 1950. It is further responsible for maintaining direct liaison with the United 
States Department of Commerce for the purpose of keeping abreast of any and 
all changes in this program. 

The vice chairman of the facilities survey and contract information division 
is directly responsible to the chairman of the defense production council. His 
duties are to coordinate the activities of the six major industry branches, which 
are: chemicals, food, forest products, industrial supplies, metals, and textiles. 
The activities of these industrial branches are to survey all available facilities 
in their respective industries for the purpose of recording said facilities, filing 
them categorically and using the records to match these facilities with the 
procurement requirements supplied by the precurement liaison diviston. It is 
also their responsibility to contact facilities capable of producing needed items 
and inducing them to bid. The specifications library shall be maintained for the 
convenience of the six facilities survey and contract information branches. 
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The vice chairman of the manpower liaison division is directly responsible to 
the chairman of the defense production council and will maintain direct liaison 
with the Louisiana Hmpleyment. Service for the purpose of obtaining current 
information on the availability of labor. He is also charged with the responsi- 
bility of maintaining direct contact with the Wage and Hour and Public Contracts 
Division of the United States Department of Labor for the purpose of obtaining 
current information on Government wage stabilization policies and rulings under 
the Walsh-Healey Act. Contact will also be maintained with the Armed Forces, 
Reserve, and Selective Service. 


(Survey card—front) 


Defense production council production facilities survey 


Date 
Firm Official and title 
Address: Office Plant 
Phone: -- 
Business class (See item 4.) 
1. Total production space sq. ft. Storage space sq. ft. 
2. Total employment: OFFICE PLANT 
Male Female Male Female 


At present time: scaaee arene 
Max. with present facilities 
3. Principal products manufactured at present: 


Are you operating at 100% capacity? If not, give current rate 
%. What other products can you produce in a National Emer- 
gency, with existing requipment? 


(Survey card—back) 





4. Indicate principal manufacturing or processing operations: (( 


priate items). 


j 


‘heck appro- 


Industrial sup- 


Chemicals Food Forest products Metals Textiles plies 
} 

Acetylene Bakery prod- Barrels Castings Bags Asbestos prod- 
Acids—alkalies ucts Boats | Dies and tools Bedding ucts 
Adhesives Beverages Caskets Drums, cans, (| Belts—cart- Asphalt 
Air products Candy Containers, fi- | and tanks ridge products 
Aleohol Canned foods ber, paper, Engines Canvas prod- Brooms 
Disinfectants Coffee and wooden Fans ucts Caulking 


Drugs and medi- 
cines 


Dairy products 
Frozen foods 


Furniture 
Handles 


Forgings 
Furniture 


Cleaning rags 
Clothing 


Concrete prod- 
ucts 


Insecticides and Macaroni Lumber | Galvanizing Cotton batting | Decalecomania 
fungicides | Meats Millwork |} and plating Cotton cloth transfers 

Paint and var- | Miscellaneous Naval stores | Gears | Hosiery Insulation ma- 
nish food products | Pallets | Machine shops | Mattresses | terial 

Petroleum and Oils and fats Paper products | Pumps Mops Optical supplies 
petroleum Preserves and Patterns | Shipbuilding Neckwear Putty 
products jellies | Plywood |} and repair Parachutes | 

Plastics Rice Pulp and | Steel fabricat- Rope and 

Preservatives, Salad dressing paper twine 


wood, metal, 


and mayon- 


Transportation 


ing 
Motor bikes 


and textile naise equipment | | | 
Soap and deter- Seafoods 
gents Sugar | 


Sulfur 


5. Remarks: 
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FUNCTIONS 


Contracting agency or prime contractor 
This particular heading needs no explanation. 


Procurement liaison division 

In addition to the functions which are shown on the functional flow chart, it 
will be the duty of this division to follow the letting of prime contracts so that 
prime contractors may be contacted in an effort to secure subcontracts for small 
business. 

Facilities survey and contract information division 

It will be noted from the organization chart that there are 6 branches. 

The priorities consultant who is a member of the faculty of Loyola University 
will keep fully posted on materials priorities and other factors necessary for the 
procurement of materials. 

The chemicals, food, forest products, industrial supplies, metals, and textiles 
branches are headed by an individual fully conversant with the particular sub- 
ject. Under each of these divisions is a committee of individuals with knowledge 
of the particular industry. 

After the procurement liaison division has submitted information to the 
facilities survey and contract information division on either invitations-to-bid 
from governmental procurement agencies or prime contracts awarded, the facili- 
ties survey and contract information division will study this material and refer 
it to the appropriate branch. 

If it develops in the study (at any point) that a supplier requires additional 
manpower, this problem would be referred immediately to the manpower liaison 
division. 

If the difficulty is financing of a contract, it would be referred immediately 
to the defense loans division. 

If it was a case of materials, it would be referred to the industrial supplies 
branch. 


Manpower liaison division 

In addition to that which is shown on the functional flow chart, it is most 
likely that, as the defense effort progresses, it will be necessary to develop schools 
for training workers. 

This would be a function of the manpower liaison division. The chairman has 
a committee which works in close cooperation with the United States Department 
of Labor and the Louisiana Employment Service. Any other agencies available 
for the handling ef manpower problems will be utilized. 


Defense loans division 

This division is headed by faculty members of Tulane and Loyola Universities, 
one from each, who will keep themselves fully posted as to how and what is 
necessary to be done. 

This committee is composed of a representative from each of the commercial 
banks im the New Orleans area, the Federal Reserve bank, Reconstruction 
Finance Corporation, United States Department of Commerce and local invest- 
ment bankers. 

Public information division 

This division will disseminate information which will keep the community fully 
informed and interested in the program. 

The vice chairman of each of the five divisions has a volunteer committee to 
assist him in his work. 

The New Orleans Chamber of Commerce Defense Production Council is an 
organization of volunteer workers with the exception of personnel furnished 
by a. New Orleans Chamber of Commerce to handle stenographic and clerical 
work. 
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Principal manufactured products produced in the New Orleans area 
CHEMICALS AND ALLIED PRODUCTS 


Adhesives Gas, acetylene 
Alcohol Gas, nitrogen 
Gas, oxygen 


Alum 

Aluminum sulphate Inks 

Asbestos products Insecticides and fungicides 
Asphalt Paint 


Petroleum and its products 
Pine oil 
Plastic products 


Asphalt products 
Bleaches 
Carbon dioxide 


Charcoal Polishes 

Chemicals, industrial Preservatives, wood 
Cleaning compounds Soap 

Cleaning compounds, industrial Soap stock 
Coatings, industrial Solvents 

Creosote Turpentine 
Detergents Varnish 

Distillate Veneer 

Drugs and medicines, veterinary Waxes 


Fertilizers, commercial 
FOOD AND KINDRED PRODUCTS 
Jams, jellies, preserves 
Candy Macaroni, spaghetti, noodles, etc. 
Cereals Meat and meat products 
Coffee roasting and packaging (ickles and relishes 
Condiments Rice and rice products 
Cooking compounds Salad dressings and mayonnaise 
Cottonseed products Salad oil 
Dairy products sauces 


Flavors and flavoring crap, meat and bone 
Feed, livestock ea foods, canned, frozen, processed 


Bakery products 


LELLLRT 


Food specialties ugar 
Feed, poultry irup 

Foods, canned Tallow and fats 

Foods, dehydrated Tea (blending and packaging) 
Foods, frozen Vinegar 

Ice Yeast : . 


Ice cream and ice cream products 


FOREST PRODUCTS 


Awnings (wood) Furniture, bedroom 
Bags (paper) Furniture, office 
Barrels (wood- and iron-bound half Lumber 
barrels) Lumber, hardwood 

Baskets (wood) Lumber, mahogany 
Billboards Moldings, wood 
Blinds, venetian Oars 

_ Blinds, window Paddles 
Bookcases Pallets, industrial 
Boxes ( wood, paper) Paper products 
Brooms *atterns and models (wood) 
Building board Plywood 
Buildings, prefabricated Resins and gums 
Cabinets Sash, doors, blinds 
Cases, book Sawmills 
Cases, shipping Shooks 
Caskets and coffins Squares, furniture, handle 
Chairs Stairs 
Chests and wardrobes, cedar Tanks, wood : 
Containers (wood, fiber, paper) Tar, pine 
Crates Wallboard 
Fencing Wood products, special 
Flooring Woodwork 


Furniture 
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METALS 


Air-conditioning equipment 


Alarms 

Aluminum products 

Armatures 

Automobile and truck accessories and 
parts 


Awnings (metal) 
Badges, buttons. tags 
Bedsprings 
Billboards 

Bins 

Blacksmiths 
Blinds (venetian) 
Blowers 

Boilers 

Bottle caps 

Boxes, metal 
Buildings, steel 
Burners, oil 
Caskets and coffins 
Castings 
Compressors 
Condensers 
Containers, metal 


Dies 
Drums, steel 
Engines (Diese) 


Metals and exhaust fans 

Farm implements ‘’ 2quipment and ma- 
chinery} 

Fencing 

Foundries 

Furniture, hospitals 

Furniture, metal 


TEXTILES AND 


Bags (cotton, burlap, etc.) 
Beddings 

Canvas products 

Clothing 

Curtains and drapes 
Cushions 

Hosiery 

Lingerie 


MISCELI 


Advertising specialties 
Altar and pews 

targes 

Charts 

Clarifiers, oil 

Concrete blocks 
Concrete products 
Converters, textile 
Conveyors and conveying systems 
Cooperage 

Culverts 

Dredges 

Enameling, porcelain 
InsWiating materials 
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AND ALLIED PRODUCTS 


Furniture, office 

Galvanizing, hot dip 

Gears 

Heat exchangers 

Iron products 

Irons, ornamental 

Ladders, pilot 

Machine work 

Machinery and machines 

Markers and marking devices 

Metal fabricating 

Pails 

Plating (gold, 
chrome, etc.) 

Pontoons 

Pumps 

Refrigeration and refrigeration equip- 
ment 

Screens, door and window 

Screens, folding 

Sheet metal works 

Smokestacks 

Springs, auto and truck 

Springs, coil 

Sprocket 

Stampings, metal 

Steel fabricating 

Tanks, iron.and steel 

Tanks, septic 

Tools 

Trailers 

Vessels, pressure 

Welding 

Wire products 


silver, nickel, copper, 


ALLIED PRODUCTS 


Mattresses 
Rope 

Table covers 
Tarpaulins 
Twine 
Uniforms 
Cotton goods 


ANEOUS 


Lifesaving equipment 

Mirrors 

Monuments and memorials 

Mops and mopheads 

Oil field equipment and supplies 
Paving materials 

Plaster 

Pocketbooks, purses, billfolds, ete. 
Printing, commercial and job 
Printing, equipment and supplies 
Restaurant equipment 
Shipbuilding 

Sugar cane equipment and machinery 
Tobacco products 
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NEW ORLEANS CHAMBER OF COMMERCE 
DEFENSE PRODUCTION COUNCIL 
FUNCTIONAL FLOW CHART 
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Mr. Mansrrevp. If Mr. de la Houssaye will please wait another 
moment, I would like to have Mr. McCormick here, because I think 
he can answer his specific question. Will pen & lease let me know 
when he is here? Do you understand, Mr. de la Houssaye? 

Mr. pe La Houssaye. That would be fine. 

Mr. Mansrievp. We want Mr. McCormick here when you testify. 

Mr. Barr. Then, in that event, you can follow right on through with 
the program. 

Mr. Mansrtevp. Mr. Atlee, will you come forward now, please. We 
are sorry to have made you wait. 

Mr. Ariee. That is all right. 


STATEMENT OF FRANK G. ATLEE, JR., MANAGER, DELTA 
ELECTRONICS, INC. 


Mr. Mansrrevp. Mr. Atlee, will you give the reporter your name, 
your business, and your address, and if you have copies of your state- 
ment the committee would like to have them. I will also ask you to 
give one to the reporter, please. 

Mr. Arter. My name is Frank G. Atlee, Jr., manager of Delta Elec- 
tronics, Inc., 1803 Louisiana Avenue, Washington. 

I do not have a long report. It merely consists of one page, giving 
one specific item of our endeavors. 

Before I go into it, I would like at this time to express my apprecia- 
tion to all of the governmental agencies that I have come in contact 
with in my particular problem, specifically Mr. Anderson of the NPA, 
right Suen bees in New Orleans, who has bent over backward in many 
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cases in giving me assistance. I can also say that I believe that Mr. 
Green of the RFC, has been more than courteous and more than help- 
ful in providing me with the necessary assistance. I would also like 
to thank Mr. Barr, of the Defense Production Council, who has 
guided us in all of our steps in our attempts to procure governmental 
contracts. 

The corporation that I represent is not a discrete materials manu- 
facturer. We are, therefore, primarily a research and development 
organization. Therefore, the subject I speak of cover people in our 
particular field. Iam going to give a specific example of what we run 
up against. . 

Several months ago we were invited by a Government-owned cor- 
poration to submit a firm price quotation on an electronic device. The 
device did not exist and its mt 0 0 required a considerable amount 
of research and development. We submitted our bid along with our 
financial statement. A short time later this corporation informed 
us unofficially that the bids had been narrowed down to two organiza- 
tions, and due to the fact that we were a southern organization we 
would receive special consideration because of the industrial dispersal 
plan. However, it would be neecssary that our financial status be 
euivalent to the amount of the bid; if we could meet these qualifica- 
tions we would probably be favored with the bid. We then ap- 
proached the normal banking channels and were turned down, the 
reason being that it was a research project, not a specific item manu- 
facturing scheme. Next we went tothe RFC. We did not meet with 
success here either because of a disturbance in Washington going on 
at the same time. 

And as I said, Mr. Green of the RFC was very courteous, but at that 
particular time they were not in a position to go through any small- 
business loans. However, he did refer us to the Department of Com- 
merece, where we were greeted very cordially, and found that if we 
did get the contract from the Government corporation, the Depart- 
ment of Commerce would obtain for us a loan to cover the cost of the 
contract. Feeling elated, we contacted the Government corporation 
with the good news, and they were delighted until they met with their 
financial department who stated, “No money, no contract.” 

Our financial status had to be equivalent to the total amount of the 
contract. 

We then went back to the Department of Commerce and placed 
the present status before them; they suggested that we contact the 
corporation again and try to get a letter of intent; if we succeeded, 
the Department of Commerce would issue a letter of intent to finance 
the program to the governmental corporation. We presented this to 
the corporation, but the statement was issued in so many words, “No 
money, no contract.” 

I am sure that all present feel that a vicious cycle of this type should 
be broken. I use the word “cycle” instead of “circle,” because in a 
circle you at least get back to where you started from, but here we are 
left hanging in midair. [Laughter. ] 

We are qualified to handle the contract, and the Government cor- 
poration would like to give it to us. We are a very small organiza- 
tion. I ama graduate engineer, physicist, and know about electronics. 
We have the know-how and the ability. The Department of Com- 
merce will finance us, but one is waiting for the other to move first. 
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If I could get the Government corporation to give us a break and 
say, “All right, we will give you a letter of intent, if you can show 
us you can definitely finance the project,” then we could get moving. 
The Department of Commerce is stuck on the same thing. They will 
give a letter of intent, if they will get the other boys to say that they 
will give us a contract, and we just cannot get them together. 

The Government agencies want to give us the contract, it is guided 
missile work. 

Many of the larger northern corporations, such as the Sperry 
Gyroscope Co., have over a $4 million backlog in electronic research 
development and production. They will not accept any more con- 
tracts. They have a total backlog. They cannot handle it. 

The Austin Co., of New York, which is one of the finest electronic 
researchers in this country, they are absolutely loaded to the gills, 
and they cannot accept a bit of work. 

So, consequently, this Government agency, the Sandia Corporation, 
is approaching us and some of the other smaller corporations. It is 
not a large contract, it is only about $32,000. We started a few years 
ago on a shoestring, and we are now worth $16,000. It is not a big 
money game. Everybody gets a decent salary, and we clear all our 
expenses and put a little money in the bank, but not a lot of money. 

We have the facilities, we have the capabilities, the Government 
agency wants to give us the contract, the Department of Commerce 
will handle our financing for us, but we are stuck. Now, what are 
we going to do? 

Mr. Mansrretp. That you, Mr. Atlee. Mr. Curtis, do you have 
any questions ¢ 

Mr. Curtis. I might state that we have had this same problem, 
not in research, but on other contracts, where there was a question of 
which was going to move first. 

I will be frank with you; I do not know why they cannot go ahead. 
There seems to be no legal reason why the agencies cannot, and there 
is something peculiar about their inability to move on it. 

Mr. Bartlett, I wonder if I can ask you, what is NPA doing about 
that? We have had this since we began these hearings, and it should 
be a simple thing to break that bottleneck. 

Mr. Barrierr. This is the first situation where we have agreed to go 
ahead and apply for the loan. Would Mr. Jackson be able to give 
us some light on the matter, on the contact with the other agencies ¢ 

Mr. Jackson. Mr. Atlee explained, well, they have just been given 
the run-around. Now, as to whose fault it is, that is another thing. 
We have done our part, according to the instructions we receive. 

Mr. Arter. You certainly have. You have done a very good job. 

I would like to add that you have bent over backward trying to 
help us. 

Mr. Curtis. We have had that problem with contracts with the vari- 
ous defense agencies, where they need the financing, but in order to 
get the financing they need the contracts. 

Now, to me, it is just utterly stupid that the governmental agencies 
cannot get together on a thing like that. The laws are sufficient to 
allow them to do it. Why cannot we solve that, Mr. Bartlett? 

Mr. Bartrierr. We are ready, willing, and able to go ahead. 

Mr. Corrs. Well, why don’t we call Washington today and ask 
when we are going to get that straightened out? I think that it is 
a question of somebody up the line doing something about it. 


~~ 
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Mr. Atier. If I may interject a singular statement into this, I 
think if we were dealing with the Government agency directly, the 
problem would not be so critical. If I was dealing with the small 
corporation or the Air Foree—— 

Mr. Curtis. It has been the same thing there. 

Mr. Arter. Oh, well, I am not too familiar with those particular 
things. 

Mr. Curtis. All I am saying is that you are just pointing up a prob- 
lem that unfortunately is general, and all I am saying is that this is 
exactly the kind of thing that we, as the House Small Business Com- 
mittee, are trying to find out about and correct. I think that it could 
be corrected if somebody up the line would just get moving on it. 

Mr. Barrierr. Mr. Chairman, I understood the witness to say that 
the principal in the case is not the Atomic Energy Commission, but a 
prime contractor for the Commission. 

Mr. Arter. It is the Sandia Corporation. 

Mr. Curtis. It is a Government corporation. I don’t want to argue 
thething. To me it is very obvious. Now, I may be wrong, but unless 
somebody can tell me the reason for it, I don’t know. 

Mr. Barrierr. We will be glad to see what we can do in the matter 
today. 

Mr. Curtis. This has been going on for weeks. 

Now, I have one other question, Mr. Chairman, if you please. 

I do not understand why you make a statement that— 

Next we went to the RFC, and we did not meet success because of the dis- 
turbance in Washington with the RFC. 

Now, I realize the disturbance, but RFC certainly was functioning 
throughout that time. 

Mr. O’Donne tt. | would like to have an opportunity to thank you 
very much for making a couple of observations. 

I think, unfortunately, the witness is a little confused. 

Mr. Atiez. I will agree with you on that. 

Mr. O'Donnewi. Mr. Atlee, when you speak of the confusion, shall 
we say, With respect to the RFC in Washington having visage. to do 
with the turn-down on your loan—now, the RFC today, last month, 
and next month, is operating under its peacetime lending authority, 
and I use the word “peacetime” adv isedly, to distinguish between the 
vast. wartime powers that the RFC had during the emergency period 
from 1940 to 1946. 

Under its peacetime lending authority a loan must be fully collater- 
alized, and I am quite satished that the agency here, after looking 
your situation over carefully, could not fit it within the limitations 
under which we today must operate under our congressional 
authority. 

Mr. Arter. I will agree with you there 100 percent. 

Mr. O’DonNELL. So that the newspaper headlines, I am absolutely 
satisfied, had nothing to do with the decision in your particular case. 

However, as Congressman Curtis has pointed out, this problem has 
arisen time and time again. We are fully aware of it, and we have 
made very strong recommendations to the RFC itself, or the RFC 
itself has made recommendaions to the Office of Defense Mobilization, 
requesting that an amendment be made to the existing Executive 
order which will permit the RFC to make a commitment to loan you a 
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sufficient amount of money to handle your contract, predicated upon 
receipt of that contract by you. 

In other words, I mean if this Executive order comes into being, 
we will be in a position to say to you, “Mr. Atlee, within 2 days”—I 
mean, it will be a 2- or 3-day proposition—“we will be able to survey 
your ‘plant, and check you to find out whether you have the labor 
and the know-how to perform a contract.” 

And we will say firt her to you, “You are assured of financing 
if, and when, you get a sae aa 

Now, the House Small Business Committee, in the person of its 
chairman, Mr. Patman, has written a very strong letter to the Bureau 
of the Budget, urging that this Executive order come into being, and 
that authority rests there, in order to solve this problem that you 
have, and that many, many, small-business men have across the Nation. 
It is a*question of no contract, no money, or vice versa, no money— 
no contract. 

Mr. Aree. I really am very glad to hear that. I am glad to hear 
that you have very strongly recommended certain measures to break 
up this particular type of cycle. I appreciate it. I do not have any 
particular rancor or bitterness toward any parecoune agency. I 

can say that they have all bent over backward. But unfortunately 

they work within certain limits, and if we have two nei hborhoods 
that are not in conjunction with each other, there is still a vacuum 
in between, and consequently we cannot work under such a con- 
dition. 

Mr. Mansrievp. Mr. Dalmas. 

Mr. Daumas. Mr. Chairman, I would like first to supplement Mr. 
O’Donnell’s remarks, and inform you, which I should tive done be- 
fore, but I will do so here, that just before we left on this trip I took 
occasion to check on the status of this proposed amendment to order 
10161, whieh would solve a great many of these financial problems. 

We had heard about them in several hearings before, and I took it 
upon myself to call the Bureau of the Budget to find out where the 
amendment was at the moment, and so far as they were concerned 
they were unable to take action because at that time they had not 
received a favorable reply from the Department of Defense. 

I sincerely believe that if the Department of Defense would O. K. 
that amendment and approve that amendment, that this financial 
proposition of no contract, no money, or no money, no contract, would 
be eased until we could get the Small Defense Plant Corporation set 
up. 
I would like for the record, Mr. Atlee, to ask one more question 
about this corporation that you talked about. What corporation was 
that ? 

Mr. Arter. The Sandia Corporation. 

Mr. Damas. Is that a branch of the Atomic Energy Commission ’ 

Mt. Ariee. Yes, sir. 

Mr. Damas. In other words, it is a Government corporation ? 

Mr. Artee. It is a Government-owned corporation. It is owned 
by the Atomic Energy Commission at Albuquerque, N. Mex. That is 
where they have the rocket- launching base. 

Mr. Datmas. Doesn’t the Atomic Energy Commission sees the 
power to advance money for development work? I thought they did. 
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Mr. Arter. There you have me. As I say, I am not familiar with 
the intricacies involved. Here is a situation that we have met with, 
and I am merely requesting aid’ to see that such a condition should 
be broken. 

Mr. Damas. For the record, in order to be of the greatest help to 
you, how long has your company been in existence ? 

Mr. Arter. Five years. 

Mr. Datmas. How many employees do you have? 

Mr. Atiee. About eight. 

Mr. Datmas. And you have done a good many jobs for private 
industry, have you ¢ 

Mr. Artes. Oh, yes, sir. 

Mr. Datmas. What size jobs, for instance ? 

Mr. Atter. Oh, it is difficult to say within exactly what size jobs. 

Mr. Damas. Well, $5,000 or $10,000? 

Mr. Arter. Around from $500 to $1,000 classification, sometimes 
more. 

Mr. Datmas. And the job you want now is a $32,000 job approxi- 
mately ¢ 

Mr. Ate. It is a $32,000 job in its completion. It would require 
approximately 1 year. 

Mr. Damas. One year? 

Mr. Atier. Yes, sir. 

Mr. Damas. I believe that is all I have. 

Mr. MansrieLo. Mr. Atlee, I think that my colleague, Mr. Curtis, 
has made a sound suggestion, and the committee is going to request 
that you meet with the NPA people right now, and Mr. O’Donnell 
will sit in in an advisory capacity, and these folks will get on the tele- 
phone and see what can be done about this other Government agency, 
the Sandia Corporation, and if it is at all possible we will see if we 
can grve'some relief to the small-business man. 

Will you meet with them outside ¢ 

Mr. Atuez. I will be glad to. 

Mr. Bartrierr. Mr. Chairman, I believe there is another witness 
with a similar problem, and if we can combine the two, I think that 
that would be of great help. 

Mr. Jackson. Mr. Butler is the gentleman I have in mind. 

Mr. Leo McCormick. Mr. Chairman, this has to do with the ques- 
tion of the automobile dealers. Is Mr. Cleveland still in the house? 

Mr. Barr. He will be back. He has not left. 

Mr. Mansrievp. Mr. Barr can take the information. 

Mr. McCormick. I would rather see him, because I think I have 
his problem solved, and I would like to talk to him. 

Mr. Chairman, the committee met yesterday, for the record, that is, 
the industry committee for the automobile retail dealers, and this prob- 
lem of the handling charge or the conditioning charge was gone into 
very, very carefully, among other things, including the discount, and 
they are going to revise this interpretation. 

Their problem is this, they cannot just set a price or allow a price 
to be set for a handling charge for the whole country, because there 
are differences in different parts of the country, but they want to 
strive to accord the historical normal price that each dealer charged 
within reason. That conditioning, previous to this act coming into 
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effect, they don’t want to interrupt that, and that is the way the reg 
ulation will be worked out. 

Mr. Mansrievp. Thank you, Mr. McCormick. That will be made a 
part of the record, and you will meet with Mr. Cleveland and his 
associates. 

We will now call Mr. J. Samuel Butler. 


STATEMENT OF J. SAMUEL BUTLER, MANUFACTURER OF BOXES 
AND CRATING, NEW ORLEANS, LA. 


Mr. Mansrre.tp. Will you give your name and your business to the 
reporter, please. ; 

Mr. Butier. My name is J. Samuel Butler, and I am engaged in the 
manufacture of boxes and crating. 

This brief is presented under the auspices of the New Orleans 
Chamber of Commerce defense production council, and is presented 
in the belief that the conditions outlined are general, and that in point 
ing out the following chief obstacles to small business’ compliance 
with the defense program, these conditions may be ameliorated. Spe 
cific reference is made to the manufacture of boxes and crating. 

One, and most important, the slowness of the Government in paying 
Invoices, 

Two, the reluctance of banks to finance Government contracts due 
to the above, and to the contingent liability clauses in these contracts. 

Three, the lack of preciseness in the call-out of articles in the re 
quests for bids, and the length of time required to clarify this. 

Four, the complete lack of drawings or inadequate drawings of 
articles to be fabricated. 

Five, the impossibility of production schedules called for in the 
contracts, 

Six, the system of dual or triple inspections, and the lack of co 
ordination in these inspections, 

Seven, the time and expense required to obtain information as to 
the contractual requirements and to obtain the necessary standard 
Government specifications. 

Below is a detailed explanation of items that have been listed for 
the Smal! Business Committee. 

1. The slowness of the Government in paying invoices: Awarded 
contract No. DA-11-070-ORD-2078 issued by Rock Island ArSena! 
October 26, 1950, for placing cases for 3.5 rocket launchers, items |. 
2,3,and4. Items 1 and 3 to be shipped to Aeronca Manufacturing Co., 
Middleton, Ohio, items 2 and 4 to be shipped to Birtman Electric Co., 
Rock Island, Ill. Commenced shipping the latter part of November 
and shipped a car to Aeronca and a car to Birtman at each inspection. 
Administration and inspection of the contract under Birmingham 
ordnance district. Payments on invoices for Aeronca shipments made 
in from 60 to 90 days. Payments on shipments to Birtman withheld 
completely, on March 13, 1951, this covered some 14 invoices amount 
ing to more than $18,000, called Colonel Reed, C. O. Birmingham who 
said he would investigate and call me back. March 20 not having 
heard from Colonel Reed, called again. Colonel Reed in conference. 
Talked to Mr. Aycock, finance officer, he called back at 5 p. m. that 
$15.000 had been released but that 330 boxes had been rejected by 
Rock Island Arsenal, these boxes had been inspected and accepted 
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at my plant. March 30, went to Birmingham to investigate this re- 
jection, informed by Mr. Smalley, chief inspector, who had check- 
ed these boxes at Rock Island, that they had been improperly stored 
in an overheated warehouse so that the moisture content was down 
to 6 percent, consequently they were ruined, This is 50 percent of 
the minimum allowable moisture content (12 percent). Mr. Smalley 
stated that this was due to no fault of mine. (Reference item 6.) 
Colonel Robbins offered 50 percent settlement on these boxes; I told 
his that I would think it over. 

The reluctance of banks to finanee Government contracts: My 
Re informs me that they will no longer finance any Government 
ang 

The lack of preciseness in the call-out of articles in the requests 
for bids, et cetera: Items 3 and 4 were added to my contract October 
6 thus: 

Items 3 and 4 are hereby added: Boxes, wood, naled, style 4 to be in accord- 
ance with Federal Spec. NN-B—521a and Amend. No. 2 dated 1-23-45 Approx. 
size 9 by 9 inches by 3114 inches (for front barrel assy. D7313341). 

Called the purchasing agent at Rock Island pointing out the thick- 
ness of material and exact size would be required, he gave me the thick- 
ness and said he would give me the exact dimesions later, he did not 
know if these referred to outside or inside dimensions. I made other 
calls during the ensuing month with nor clarification of this size. 
November 8 made sample panel on 9 by 9 inches by 31% inches O. 5. 
dimension. Took this to Birmingham, conferred with Mr. Swalley, 
he told me to build according to this sample. November 24 called by 
J. F. Curley, purchasing agent, Rock Island, requesting that 450 of 
item 4 be shipped express motor freight due to an emergency, as this 
was Friday, ordered truck for following Monday, November 27, on 
this day rec ‘eived samples from Rock Island, including a cardboard 
liner size 9 by 9 inches by 31 inches. Called Mr. Curley as the truck 
was being loaded, informing him that this liner would not fit. He 

said to go ahead and ship that he would waive inspection. These 
boxes were rejected and payment denied. December 8 received precise 
sizes from Birmingham. 

4. Complete lack of drawings or inadequate drawings of articles to 
be fabricadet : No drawings furnished on this contract. 

The impossibility of production schedules called for in the con- 
tracts: I bid on a contract at Huntsville, Ala., calling for delivery 
43,000 boxes 45 days after letting—best delivery of hardware 6 weeks. 

The system of dual or triple inspections and the lack of coordina- 
tion in these inspections: March 30 in Birmingham (Ref. 31) Mr. 
Swalley phoned Rock Island requesting one of their inspectors along 
with Birmingham inspector for next shipment. April 3 Mr. J. M. 
Wood, Roek Island, and Mr. P. Downs, Birmingham, inspected two 
carloads; boxes moisture content found to be 12.8 percent to 13 per- 
cent. Mr. Wood showed me his file on the 330 boxes that were re- 
jected, they had been accepted and stored and after several weeks an 
inspector out of the Chief of Ordnance’s office saw them and ordered 
that they be rejected without checking as to why they were dried out. 

Thank you, gentlemen. 

Mr. Mansrtetp. Mr. Curtis, do you have any questions / 

Mr. Curtis. I think I should like to hear from Mr. O'Donnell on 
the Government V-loans. 
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} Mr. Burzer. I would like to comment a little before Mr. O’Donne!! 
oes. 

I put in the first application in this district, I believe, with Mr. 
Jackson for this defense loan under the Defense Act of 1950, and it ha- 
bogged down all along the line. 

he RFC surveyed my plant and took my financial statement whic, 
I think was ample for the amount of loan I asked for, was it not, Mr 
Fisher ? 

Mr. Fisuer. Yes, sir. 

Mr. Buruer. I never could find out whether it was or was not, but i: 
got to Washington, and eventually we jarred loose some informatio: 
on it, and they advised me that my work, even though I had a Govern 
ment contract for ammunition boxes, was not essential work in the 
—" program. Yes, gentlemen, that is right, it was not essentia! 
work. 

Now, I will go back a little further. I was a general contractor for 
the past 6 years when this Korean War broke out, and I tried to fit 
myself into the defense program, and I butted my head against many 
a brick wall. I was helped very much by Jackson and Mr. Anderson, 
and I was also helped very much by the Chamber of Commerce and 
the Dock Board of New Orleans. 

Eventually I got to Birmingham, and how in hell I ever found ou 
who to see, I don’t know, but I couldn’t find out and I talked to the 
commanding officer, and I told him that I wanted to do something in 
defense work. 

I am an engineer, a tool designer, and I am familiar with manufac 
turing. 

I spent a day with Colonel Robinson in Birmingham, and he ad 
vised me to go into this ammunition box proposition. At this time | 
think it was bad advice. 

But how in the heck, after getting a steer like that, somebody in 
Washington says it is not essential to the defense program, I don’t 
know. 

I am wasting a lot of time, Mr. Chairman, and losing some money, 
too. You can see from my statement why I lost money on this deal. 

Mr. Mansrtetp. Mr. O'Donnell. 

Mr. O’Donnetx. Thank you, Mr. Chairman. 

Mr. Fisher, of our office, may I ask in what form that application 
went to Washington? Was it for an RFC loan under the peacetime 
lending authority, or for a defense loan under the Defense Production 
Act? 

Mr. Fisuer. It was an NSRB loan. 

Mr. O’Donnewi. Under the Defense Production Act. So the de- 
cline in this case would have been from the Office of Defense Mobili 
zation. 

Mr. Burter. That is right. 

Mr. O’Donnewu. You understand, Mr. Chairman, that under thie 
Defense Production Act the President has delegated that authority 
to the Office of Defense Mobilization, based on the recommendation 
of, in one case, the Department of Commerce, and in another the 
Department of Interior, depending upon the field of endeavor in whic! 
the applicant is operating. 

So that it was not an RFC decline. 

Mr. Butter. No; I did not say that it was. 
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Mr. O’Donnett. I just wanted that clear for the record. 

Mr. Burter. I think I stated at the beginning that the loan was 
made under, I think it is Law 774, the Defense Act of 1950, I believe 
it is called. 

Mr. O’Donnewt. That is the Defense Production Act. 

Mr. Butier. But the Reconstruction Finance Corporation made the 
survey of my plant. 

Mr. O’Donnett. That is right. We are cooperating very fully in 
making credit analyses and everything else, and providing them with 
the information on which a determination is made. 

Mr. Burier. That is right. 

Mr. O’Donnett. In that case the RFC acts clearly as a disbursing 
and servicing agent, and operates under a directive from the Office 
of Defense Mobilization. 

Mr. Butter. I never made application for a loan under the RFC. 

Mr. O’Donnett. The other observation I would like to make is that 
there is a reluctance on the part of the banks to finance Government 
contracts. It was contemplated by the Congress in writing the De- 
fense Production Act that the banks would undertake the V-loan 
program, so was done during the last war period, guaranteed by a 
loan made by a private bank and guaranteed by one of the services, 
Army, Navy, or Air Force, depending upon which one had the con- 
tract with the particular applicant. 

The banks have not entered into this program wholeheartedly, be- 
cause of a decision by the Comptroller General which affixes a certain 
contingent liability which carries on until the transaction is com- 
pleted and the loan is paid off. 

A bill has been introduced both in the House and the Senate to 
correct this situation. I understand that the Senate passed the bill 
last week, and it is now being considered by the House. 

I think if that legislation ultimately—or rather, if the proposal 
ultimately becomes a law, the banks will enter into this program as 
was contemplated at the time that the Congress passed the Defense 
Production Act. 

Mr. Mansrtexp. I think it ought to be brought out, too, under the 
V-loans the banks are guaranteed up to 90 percent; is that correct ? 

Mr. O’Donneww. That is right. They could be guaranteed up to 
100 percent, if the agencies wanted to go that far. It depends upon 
the essentiality, shall we say, of the material desired by the particular 
defense agency, and the inability to obtain it any place else. 

There are certain restrictions, of course, which might have to be 
met before the agency is willing to undertake the guaranty. 

Mr. Butter. Mr. Chairman, may I take a little more time and 
— one of the hazards? 

Mr. Curtis. Just a minute, while you are on that point I wanted to 
make a recommendation for our committee, Mr. Chairman. 

That bill, undoubtedly, is before the Banking and Currency Com- 
mittee in the House, is it not? 

Mr. O’Donnety. I believe it was introduced by Congressman 
Celler, and I think it is before the Judiciary. 

Mr. Curtis. Well, the reason I asked that, has our committee gone 
on record with that committee-as a result of our hearings? If not, I 
think we should go on record and urge that that bill be passed 
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on favorably as soon as possible, if it meets with the approval of the 
whole committee. 

Mr. Dauaas. The bills are S. 998, introduced by Mr. Maybank, 
and H. R. 3692, introduced by Mr. Lane. 

Mr. O’Donnewu. Mr. Chairman, I have just been advised, unfor- 
tunately we have been out on the road for a week now, and I have 
just been advised that the Judiciary Committee of the House has re- 
ported that bill out favorably. 

Mr. Datmas, Fine. 

Mr. Mansrtetp. Very likely it will pass shortly, and the relucance 
which the banks have indicated should be overcome. 

Mr. Datmas. Before we get away from V-loans, may I make a 
comment, Mr. Chairman? 

Mr. Mansrietp. Go ahead, Mr. Dalmas. 

Mr. Datmas. One of the difficulties with the V-loans, I want to say, 
is the policy of the Department of Defense with respect to V-loans. 
Their policy is that so long as there are existing facilities available, 
they will not grant a contractor a V-loan. That is their policy, and 
whether they have adhered to it or not, I do not know. 

However, we do find a great many contracts being let which re- 
quire the building of facilities in order to produce. 

At a recent hearing we had a witness complain that he had the 
facilities to perform the work, and he has bid on the contract, and he 
was the second low bidder, while the successful bidder did not have the 
facilities, and the contract was financed with machinery and equip- 
ment purchased by the Government and put in that plant to produce 
the facilities. 

So evidently that policy is not being carried out. 

Mr. Buruer. I don’t know what policies are being carried out. I 
think they have no policy. 

Mr. Mansrtetp. The policy was that they would not grant V-loans 
so long as there were existing facilities at the present time, and they 
are granting loans for facilities when our records show that contracts 
have been let and mac *hinery bought to complete a contract, when 
other bidders had the facilities to ‘fully Pasco the contract them- 
selves. 

I wanted to get that in the record. 

Mr. Curtis. Yes. Thank you. 

Mr. Datmas. Did you have something further you wanted to say, 
Mr. Butler? 

Mr. Burver. Yes. I wanted to say regarding this reluctance of the 
banks to finance Government loans, as you will see in my detailed 
statement there, they incur other risks in it other than the contingent 
liability, and that brings us down to No. 6. 

I furnished Rock Island with some $2,000 worth of boxes for twenty 
one-hundred-some-odd dollars, and they were improperly stored at 
Rock Island. They were inspected at my plant, and then they were 
put in a steam heated building at Rock Island, and some inspector out 
of the chief of ordnance staff, after several weeks, saw them and they 
were dried out to half the minimum allowable moisture content, so he 
wrote a letter on it, which I saw in the file, suggesting that they be 
rejected. They were rejected, and payment was denied. 

I was offered by Birmingham a 50 percent settlement. 
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I later went to Rock Island and was offered a discount of 20 percent. 
That is the status of it right now. 

That bank advanced 75 percent on that inspected invoice, you under- 
stand, and now the best I can get out of them for goods which the 
chief inspector at Birmingham assures me is not my fault, that they 
were damaged, they are discounting that 20 percent. 

Mr. Curtis. This is the first time we have had that particular com- 
plaint in regard to inspection. We have had other matters come up 
in regard to inspection. 

Lieutenant Fiickincer. I wonder if you would make a note of 
that and possibly consult with Mr. Butler a little later. 

Mr. Butler, you and Mr. Atlee are going to confer with Mr. Bartlett 
and Mr. O’Donnell in regard to those loans and the financing. 

Mr. Burier. All right. 

Mr. Curtis. Did that complete your statement, sir? 

Mr. Butter. That completed it, and the explanation of those points 
were also given. 

Mr. Curtis. Thank you very much for your helpful testimony. 

Mr. Barr. May I ask, if you will, if they will have that conference 
this afternoon when Mr. Halley is here, who is cochairman of the 
Defense Loan Committee ? 

Mr. Curtis. Yes. Let me ask Mr. Atlee and Mr. Butler if they 
can both be present. Fine. Why don’t you work it out together, 
because I know that Mr. Bartlett and Mr. O'Donnell will be here. 

Mr. Barr. Yes. Mr. Halley has classes up until two o'clock. 

Mr. Mansrietp. Then we will go ahead with that. 

Is Mr. Leo McCormick in the room yet ¢ 

Mr. Curtis. No; I think not. 

Mr. Mansriecp. Would you rather wait until Mr. McCormick came 
in, Mr. de la Houssaye, or are you in too much of a hurry. 

Mr. de la Houssaye. Thank you, I will wait until Mr. McCormick 
comes in. 

Mr. Curtis. Then our next witness will be Mr. C. A. Mack. 


STATEMENT OF C. A. MACK, MACK’S CONCRETE WORKS, 
FERRIDAY, LA. 


Mr. Mansrieip. Will you give the reporter your name, your ad- 
dress, and your business, please. 

Mr. Mack. My name is Calvin A. Mack, from the Mack’s Concrete 
Works, Ferriday, La. ‘ 

It is my desire to point out to you the difficulties involved in the 
operation of a small concrete-pipe plant. I will use our own plant 
as an example and state the facts as they now om. 

We require 60 to 75 tons of steel mesh per year for normal opera- 
tion. We serve five parishes and about 10 iol towns most of their 
culvert needs. In addition to these governmental units, we serve some 
farm-drainage projects and occasionally a highway-construction job 
and a sanitary-sewer construction job. 

In October 1950 we tried many times to place a steel order with 
Trucsom Steel Co. The district manager did everything possible for 
us, but the company refused to accept an order from us under any 
conditions. This was almost a death verdict against us. However, 
since that time of refusing our order, this firm has shipped hundreds 
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of tons of pipe mesh from their Birmingham plant. We have seer 
some of this tonnage, and our only gripe is that being small opera 
tors we were not considered worthy of being taken care of. 

After being arbitrarily cut off and to all practical purposes bein, 
put out of business by Trucson’s refusal to sell us, we pleaded wit) 
another steel company to come to our rescue with a few tons of stee| 
to get us by our commitments at that time. They did this by letting 
us have 20 tons. However, we now have a letter from this firm dated 
April 24 advising us that— 

We regret to advise you that we are completely sold out on building as 
well as pipe mesh for delivery during the remainder of the second and thiri 
calendar quarters of this year 
Please understand that we are not criticizing the firm who wrote us 
this letter, for without their kind help we would be closing down about 
now. We would have been out of business. 

What we are appealing for now is a just distribution of what 
products there are available. We do not feel that the large operators 
should get all of the scarce materials and the small operators none. 
The system as it now works forces us to try to furnish nonreenforced 
pipe in competition with firms who are in a position to furnish réen- 
forced pipe. It is not possible to survive under these circumstances. 
If there is not enough steel to go around, we urgently request that 
all pipe manufacturers be cut off from steel as we have been and thus 
put us all on equal basis. 

Another thing we urgently recommend is that manufacturers sup- 
plying defense projects be prohibited from buying huge quantities of 
scarce materials far exceeding their actual needs for the project in- 
volved, as this allows them to move their products on nonpriority jobs 
on which their legitimate competitors cannot quote because they had 
no defense contract to help them get a large supply of steel. If some- 
thing on this order can be worked out, we believe it will mean the 
continued existence of lots of small plants such as ours throughout 
the Nation. Failure to do so will close many of us out fast. 

[t is not our intention to try to tell you gentlemen what should be 
done for small business throughout the Nation. This statement rep- 
resents conditions at our plant, and we believe ours to be average for 
small business of its type. 

If some manner of equal distribution of scarce materials can be 
worked out soon, we think that many of us will be able to survive. 
Otherwise, we think there will be another entire industry succum) 
to a few large operators. 

In conclusion, we wish to thank you gentlemen for the attention you 
are so conscientiously giving our problems. We feel that you will do 
your best, and that is all we can ‘ike 

Thank you, gentlemen, very much for listening to me. 

I just hope that you gentlemen can do something for us small opera- 
tors who do not have defense contracts, and we are not even close to 
one, and we have no hope of getting one, but we do want to stay in 
business and furnish the governmental units in our territory wit! 
their culvert needs in repairing their roads. \ 

What they are doing is replacing all of these old wooden bridges 
with concrete culverts, and they need it badly. 

Now, we have just about enough steel to survive another 60 days 
provided we ration it carefully. 
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Now, we have no prospects whatosever of getting another pound of 
steel during the year 1951, unless you gentlemen can do something for 
us to get the small amount we need to operate on. 

I am the only one here that I know of representing the concrete-pipe 
industry, and ours is one of the smallest plants in the State. In fact, 
there is not much we can do, because we cannot get the steel to deliver. 

That is all I have to say, gentlemen, and if you have any questions 
vou care to ask, I will try to answer them. 

’ Mr. Curtis. Do you have any questions, Mr. Mansfield ? 

Mr. MaANnsFIeLD. No questions. 

Mr. Curtis. I would like to ask a couple of questions. How long 
have you been in business, sir ? 

Mr. Mack. Six years. 

Mr. Curtis. And you do, then, have a historical background of 
purchasing this mesh ? 

Mr. Mack. Yes, sir. 

Mr. Curtis. What is the name of the company here that you deal 
with? 

Mr. Mack. The Truscon Steel, and there is another company that 
we bought from. 

Mr. Curtis. Are there other suppliers of this pipe mesh ? 

Mr. Mack. There are only three that I know of. I have only bought 
from two. 

Mr. Curtis. I see. As near as you know, they are still fabricating 
pipe mesh ? 

Mr. Mack. I was told by the district manager of the Sheffield Steel 
Corp. this morning that they were not manufacturing any, so far as 
he knew, for the balance of this quarter. 

Mr. Curtis. They are not manufacturing any any more? 

Mr. Mack. That is as far as he knows. 

Mr. Curtis. So, your competitors are not getting any now either? 

Mr. Mack. From that source, but they have been getting it right 
on. For example, one man got 12 cars and I got one. 

Mr. Curtis. I see. 

Mr. Mack. And that man is hauling pipe within two blocks of my 
plant, and hauling it 186 miles. I cannot see the justice in that sort 
of distribution, and that is our gripe. 

Mr. Curtis. I am inclined to agree with you. 

One other question. You say, as well as culverts, you also do some 
sanitary sewerage construction work. 

Mr. Mack. We don’t do the work, but we manufacture the items 
that are necessary for the work. 

Mr. Curtis. That is what I meant. 

Mr. Mack. Yes, sir. 

Mr. Curtis. And also some drainage projects ? 

Mr. Mack. Yes. 

Mr. Curtis. Those drainage projects, I imagine, are essential to the 
agricultural field ¢ 

Mr. Mack. We have been successful in talking customers into using 
plain pipe. We have been able to do that with fair success. 

Mr. Curtis. You can use a substitute without the steel ? 

Mr. Mack. Well, if we can convince the man, because from our 
competitors he can get reenforced pipe. 

Mr. Curtis. Your competitors are large? 
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Mr. Mack. They are large operators. 

Mr. Curtis. I see. 

Mr. Mack. We are one of the few small ones in this State or any 
other. 

Mr. Curtis. We certainly appreciate your bringing this to our 
attention, and it is something we want to study. I don’t know whut 
answers we might have, but we will certainly try to get you one. 

Mr. Dalmas, did you have any questions / 

Mr. DatMmas. I wanted to ask how long he had been buying from 
Truscon. 

Mr. Mack. I started buying from them in the early part of last 
year. 

” Mr. Datmas. In other words, you have been in business for 6 years, 
but you have only been buying from them for 1 year? 

Mr. Mack. Yes, sir. 

Mr. Datmas. Whom did you buy from previously ? 

Mr. Mack. Sheffield Steel Corp. 

Mr. Datmas. Why did you stop buying from them? 

Mr. Macx. I was recommended by the district manager at Sheffield 
to buy from the other firm at that time, because they were unable to 
supply it for a period of about 90 days, and I needed it within 30 days. 

Mr. Datmas. And then did you not go back to Sheffield? 

Mr. Mack. After they refused me, I did, and Sheffield did let me 
have that one car, and that saved our lives. 

Mr. Damas. Most of your historical record of purchases then has 
been with Sheffield. 

Mr. Mack. Yes; most of it is Sheffield. Sheffield is out for two 
quarters. They told me that. They have been fair. I don’t con- 
sider that I was treated fair by Truscon Steel. If they had taken 
the order and were a year delivering it, I would have had no gripe, 
but they would not even take my order, sir. 

Mr. Datmas. Who is the other manufacturer of mesh ¢ 

Mr. Mack. The Pittsburgh Steel Corp., but I have had no dealings 
whatsoever with them. 

Mr. Davmas. Sheffield is a branch of Armco? 

Mr. Mack. Yes, sir. 

Mr. Datmas. And Truscon is a branch of the Republic Steel Corp. ! 

Mr. Mack. Right. 

Mr. DavMas. a Pittsburgh is an independent operator; is that 
correct ¢ 

Mr. Mack. I could not answer that. 

Mr. Datmas. Do you have any trouble getting cement? 

Mr. Mack. Some, yes. We have been cut 50 percent over what 
we got last year. Now, I did not mention cement in my discussion 
here, because we have not been cut completely off. We are getting 
two-thirds; we are getting three cars a month, or, rather, we were 
getting three cars a month, and we have been getting one car pet 
month—no, we have been cut one one car. We are now getting two 
cars, 

Mr. Datmas. Mr. Chairman, Mr. Bartlett of NPA may be able 
to help Mr. Mack on this steel-mesh situation. I cannot quite under- 
stand why they are ceasing to manufacture steel mesh for concrete 
pipe, because it is a commodity that is used all over the United States 
for sewerage and highway work, and a great many essential civilian 
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needs, as well as in the construction program of the Department of 
Defense, and it would seem to be somewhat mysterious why they 
should stop making steel concrete mesh for pipe. 

Mr. Mack. I really don’t think they have discontinued, 

Mr. Curtis. You think they just told you that ? 

Mr. Mack. I think that we were just not large enough to justify 
that much attention. 

Mr. Damas. Well, I think it is worth looking into by NPA. 

Mr. Curtis. Lagree with you. Have you seen your local NPA man ? 

Mr. Mack. No, sir. 

Mr. Curtis. Well, Mr. Bartlett is out of the room at this time. 

Mr. Mack. I am a northern Louisiana producer. I don’t know 
who he would be. 

Mr. Cortis. I think it would be advisable if you saw Mr. Bartlett 
sometime today. 

Mr. Mack. All right. 

Mr. Damas. Mr. Bartlett is from the Washington office, so he can 
take your message right back. 

Lieutenant Frickincer. | can give him the name of his man. 

Mr. Curtis. Will you do that afterward. 

Is Mr. Jackson here? Would you see Mr. Jackson and Mr. Bart- 
lett sometime today. 

Now, Mr. Riley, 1 believe you said you had a comment. 

Mr. Rivey. Yes. I was wondering if the gentleman could give 
us some factual data to back up this contention he has made that some 
suppliers are overstocking on the basis of their DO ratings / 

Mr. Mack. I cannot tell you anything except what I hear on that. 
That is all I can do. 

Mr. Ritey. It is something that we are certainly interested in. 

Mr. Mack. Have you heard that complaint from anyone else ? 

Mr. Ritey. In some fields we have 

Mr. Mack. I only heard it, and I can point out that one man got 
12 cars of steel, and old Mack got one. 

Mr. Curtis. I might state, Mr. Mack, if at a later time you do get 
that information, or can get it for the committee, we would appreciate 
receiving it, by your sending it on to Mr. Dalmas in Washington, care 
of our executive director. 

Thank you very much. And you will see Mr. Bartlett when he 
comes back. 

Mr. Mack. The lieutenant says that she can give me that informa- 
tion. 

Mr. Curtis. Yes, but I also want you to see Mr. Bartlett anyway on 
the whole proposition. Pesy 9 

Now, Mr. de la Houssaye, please. 

Mr. pe La Houssare. My name is Clyde de la Houssaye. 


STATEMENT OF CLYDE DE LA HOUSSAYE, ATTORNEY, 
NEW ORLEANS, LA. 


Mr. pe ta Hovussare. I am an attorney in Louisiana, Mr. Chair- 
man. 

Mr. Chairman and gentlemen of the committee, I appear today as a 
local representative of those people who are engaged in the retail 
distribution of food products in this area. Their problems are your 
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»roblems and they do want to voice them to you so that you migh 
tter understand their predicament at the present time. 

The following is a resolution which was passed on Wednesday, 
April 25, 1951, by the membership of the New Orleans Retail Grocer. 
Association, requesting the Office of Price Stabilization to modif) 
its price regulations by eliminating the provision which require: 
the posting of numerical descriptions in grocery stores. I quote thie 
fation verbatim : 

On motion of Merrill Ferrara, seconded by A. Lloyd Keller, and carrie 
the following resolution was adopted at a general meeting of the New Orlean. 
Retail Grocers’ Association, held on Wednesday, April 25, 1951, at the Seven-l» 


Bottling Co., 1024 North Rampart Street: 
“Whereas the New Orleans Retail Grocers’ Association, believing that the 


United States Government is desirous of giving its full support in helping the 
small-business man; and 

“Whereas believing that under the regulations presently set up by the Office 
of Price Stabilization, which requires the posting of group stores, namely, grou)s 
1, 2, 3, and 4, will be unfair to the small grocer ; and 

“Whereas all grocery stores in a community are really in competition wit! 
each other, regardless of the group to which they belong; and 

“Whereas it is believed that merely the posting of the ceiling price and the 
retail selling price is all that is necessary to protect the public; and 

“Whereas further believing that the Office of Price Stabilization is ready an: 
willing to lend its full support in the elimination of any hardships that will !« 
incurred by the small operator because of the unfairness to the small reta 
grocer, who, in the eyes of the public, would be labeled as a high-price seller 


be it, therefore 
“Resolved, That the New Orleans Retail Grocers’ Association, respectful|) 


urge that the Office of Price Stabilization eliminate from the regulations that 
provision which requires posting of group stores, namely, groups 1, 2, 3, and 4 


and be it further 
“Resolved, That a certified copy of this resolution be sent to Mr. Michael \ 


DiSalle, Director of Price Stabilization.” 

Gentlemen, you understand, the unfairness of that, in that a large: 
grocer will eventually take advantage of that situation and say, “Look. 
I am in group 4, and my mark-up is smaller, therefore why should 
you do business with a fellow in group 1, where the mark-up is 
arger ?”’ 

Of course, you know at the present time they are not able to pu' 
any sort of ceiling—I mean, they are not going to need any sort of 
ceiling at the present time, in view of the fact that we have n 
shortages. 

I was just wondering if you all would not be in a position to hel) 
these grocers out. 

By the way, this is not only local, but this is national. The Na 
tional Association of Retail Grocers have had several similar resol: 
tions passed in different States, and handled by State secretaries. 

Another example of discrimination against the small-business ma: 
is the case of the very large stores having an opportunity of buying 1: 
much larger quantities, food commodities at a cheaper price or at « 
rebate. Besides buying at a rebate on large quantities, the very large 
stores have the opportunity of getting free labor from the manufac 
turer or processor to stock their shelves without cost to the large: 
store. The smaller man does not have that opportunity in this area of 
acquiring that free labor even though he does buy some products from: 
the same manufacturer who gives free labor to the larger stores. |! 
presume that you know that some of the major companies in these 
United States have been furnishing free services or facilities in con 
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nection with the processing, handling, sale or offering for sale, of any 
products or commodities manufactured, sold, and offered for sale by 
said companies, to certain retailers in different localities and that in 
connection with such services or facilities in the processing, sale, or 
offering for sale of such commodities so purchased, upon terms not 
accorded to all retail purchasers on proportionately equal terms. 
This has been going on in this part of the country and probably is 
existing throughout the United States, in spite of the fact that we have 
a law against such discrimination. I quote from the Clayton Act, sec- 
tion 2, subsection D, which provides as follows: 

That it shall be unlawful for any person engaged in commerce to pay or con- 
tract for the payment of anything of value to or for the benefit of a customer 
of such person in the course of such commerce as compensation or in considera- 
tion for any services or facilities furnished by or through such customer in con- 
nection with the processing, handling, sale, or offering for sale of any products 
or commodities manufactured, sold, or offered for sale by such person, unless such 
payment or consideration is available on proportionally equal terms to all other 
customers competing in the distribution of such products or commodities. 

I believe that.under the circumstances it is up to your committee, 
which is interested in the affairs of the small-business man, to see to 
it that if a manufacturer or processor does offer free facilities to the 
larger man, that he must under all circumstances offer the same facili- 
ties in pro rata amounts to a smaller man, who buys in smaller quanti- 
ties from this processor or manufacturer. 

We plead with your committee that facilities be offered to the 
smaller-business man by the Federal Trade Commission in order that 
such practice as we state here be put to an end, with the idea in mind 
that there shall be no discrimination in this country of ours. 

Another problem confronting the smaller retailer in the food busi- 
ness is that certain manufacturers or processors sell direct to the 
larger retailer even though that larger retailer does not maintain a 
legitimate wholesale warehouse servicing several stores in a commun- 
itv. That a retailer who has no such connections as a legitimate 
wholesaler should not be permitted to buy direct from a manufacturer 
or processor. My group believes that such is unfair competition. 

Gentlemen, I leave you with a few brief thoughts, and will ask that 
you give some of the points that I have brought out in this document 
serious consideration when you return to Washington. 

I want to thank you for giving me the alotted time to appear before 
your body and I assure you that it was a pleasure to have addressed 
your group. 

I leave you with this thought—let’s keep the little man in business. 
The foundation of a democracy is built by the little man, and when 
you think of it, we are all small-business men. 

Mr. Mansrietp. This is just the Clayton Act, Mr. de la Houssaye. 

Mr. pe ta Hovssare. I could also refer you to the Robinson-Patman 
Act. 

Mr. Mansrtievp. Isn’t Anderson, Clayton a cotton concern over here ¢ 

Mr. pews Hovussaye. Yes, that is right. It is a violation under both 
acts, as I see it. What I would like for the committee to do is to try 
to get the FTC to give us a hand on that. 

As I understand it, under both acts which are governed by the FTC 
or operated by the FTC, it is up to us to gather the evidence, but I 
would like to reverse that situation, and I would like for the com- 
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mittee to see if they could not get the FTC to give us at least one man 
in this area, and another man in another State that would give us 
some sort of help in endeavoring to check those people who are giving 
free services to the large man and not giving it to the small man in 
proportionate amounts. 

I think, Mr. Mansfield, that you are familiar with this, because your 
committee probably was confronted with a similar situation in other 
States. Am I right? 

Mr. Mansrtevp. I think our chairman is going to call on the proper 
official here to answer some of the questions which you have raised, 
because we have come in contact with this particular problem else- 
where. 

Mr. Curtis. It so happens that Mr. Leo McCormick is directly next 
to Mr. DiSalle, and we have been very fortunate in having him with 
our committee, because as these troubles have come up in the field, 
he has taken these problems right back to Washington, and in man 
cases we have solved these problems, not only locally, but it has been 
applied to the entire Nation. 

That happened just the other day in regard to the complaint of a 
small hardware retail dealer, and I would like to have Mr. MecCo 
mick comment on that at this time, and on your statements. 

Mr. Leo McCormick. Yes, sir. 

Mr. de la Houssaye, I happen to be at present close to the retai! 
grocery picture in Washington. I happen to have had experience 
in the allied trades business, and also during the last emergency, so | 
know pretty well your problems, the problems of which you speak, 
but, of course, not all of them. 

Now, Mr. Chairman, the first problem that has been pointed out, 
the classifications of stores, is a problem that was worked out over a 
period of 5 or 6 years during the last emergency, and it reduces itself 
to this: 

The Office of Price Stabilization desires to give every small indi- 
vidual retail dealer who offers services a higher mark-up than the big 
super market, and the various categories of stores, and we desire to 
do that, proving that we certainly do not only want not to discrimi- 
nate against small business, but we want to afford them the right. 
and they deserve that extra mark-up. 

Now, how to do it is what it boils down to. So far there has been 
no practical method developed to get that extra mark-up where it is 
deserved, to the small dealer who furnishes credit and delivery service, 
and all that, except under this designation of class 1, class 2, class 5, 
and class 4 stores. 

Do you have a concrete substitute that you can offer? Because if 
you do I will phone it back to Washington now, and they will be glad 
to consider it. 

Mr. pe ta Houssayre. I think we can solve it very simply. Would 
your office object to eliminating the publicizing of that number in the 
store. Let us just say that Mr. John Doe is in No. 1, and put him in 
No. 1, but don’t let him publicize it in the store ? 

Mr. Leo McCormick. You see, when the dollar and cents price 
ceilings come out in the next few weeks, for the consumers’ sake, let's 
say. for instance, on meat, then a consumer can walk into a store 
and determine exactly what dollars and cents price she has to pay for 
a given cut of meat, and unless a consumer sees the number of the 





I 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2235 


store, store No. 4, as she comes into it, she would not know what 
price to check on her price list, and unless you put it up there you 
would have to have a special price list for all price categories, and 
it would be conflicting. 

We thought of that, and we tried to go over that. It is being 
thought of today. But you run into that situation. 

But if you can think of any way to do it by eliminating that, we 
are open to your suggestions. 

Mr. pe LA Hovussaye. foyn pee: I take it up with my people, and I 
will take it wp with the National Association of Retail Grocers and 
the allied rt: iy I believe all of the allied trades are interested to see 
that the small man remains in business. 

Mr. Leo McCormick. That is right, and so are we. 

Mr. pe tA Hovssare. I will get in touch with you and discuss it 
further. Let us save time on that. 

Mr. Curtis. I think that is a very good suggestion, and thank you 
very much, 

There is only one more thing—Leo, pardon me, if you don’t mind, 
it seems that we are very loquacious this morning. 

Mr. Leo McCormick. I might say this to you, so that you can 
carry it back to your good members, it was very ably and ‘fore ribly 
brought out yesterday at Houston, as to the impact that this amend- 
ment to regulation CPR-7 has on your grocers. It was brought out 
to me 3 or 4 weeks ago by Clarence Sturm in Baltimore, my own 
native city, the fact that the impact has—the impact that it has 
upon the grocer. 

Over that period of time I have channeled back two people that 
have had to do with that regulation the terrific impact that it has on 
you people in having you work out the charts, and also the hardware 
dealers which is even, I think, more difficult than the one you have, 
and the retail druggists, and I believe as of yesterday we have gotten 
a change on that. 

They had a meeting yesterday of the retail hardware dealers, and I 
would suggest that you get in touch with your retail grocery national 
association and get ‘their trade associ iation, their industry committee, 
apprised of this situation. 

I think we are going to be able to relax and eliminate a great deal 
of burden in the compli: ince with that regulation, where you have to 
count so many invoices. 

I have a telegram here pursuant to my contact yesterday, which 
advises me that they are going ahead on the study, and will probably 
be in touch with me today as to how they are going to help the small 
individual retailer. 

The other thing I would like to say, sir, is this, that during the last 
emergency you people were really the keystone of retail price control, 
and the work and difficulties you went through, and the contribution 
you made, was splendid, and I believe here in New Orleans you folks 
were outstanding. 

I believe it was a very splendid job that was done here. We need 
that again, sir, because next fall we will have to get in here and 
really doa job in holding prices. 
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I might make this comment, Mr. Chairman, that the good house- 
wives and women here in New Orleans have in the past 6 or 7 weeks 
gotten together and done one of the most outstanding jobs of a con- 
sumer gaining knowledge of what prices to pay, and from a consumer 
angle in price control they have done a splendid job. I would like to 
compliment them. 

Mr. pe LA Houssaye. I might say this, Mr. MeCormick, and I want 
to make my remarks to the committee also, that I am going to cooper- 
ate with you all 100 percent. 

Gentlemen, I want to leave you with this thought in mind, let’s keep 
the little man in business. When you think of it we are all small 
business men. 

I thank you, gentlemen. 


Mr. CwrrIs. T hank you very much. 
Mr. Rmey. Mr. de la Houssaye, hasn’t anyone taken the initiative 


in filing a complaint to the FTC on what are, in effect, discriminator) 
pricing practices ? 

Mr. pe LA Houssaye. Well, Mr. Riley, it is a very hard proposition 
to handle without the proper facilities. 

Mr. Ritey. Well, I think you could do it informally, and you would 
have a bus load of investigators in this locality. 

Mr. pe tA Hovussarr. As I understand it from your local FTC, 
would have to produce substantial evidence before they would ote 
any investigation. How are you going to be able to put the bee on any 
particular company, that is giving this free service to the large store 
and not to the small store in proportionate amounts ? 

Mr. Ritey. Well, that may be the information they want, but I am 
sure if you make an allegation, and it is made by a man of integrity, 
that they will have it investigated, and you certainly have nothing to 
lose in doing So, 

Mr. pe ta Hovssaye. I was just wondering if the committee before 
they left would write a letter to them asking them to give me a hand. 

Mr. Ritey. Where is your local office? 

Mr. pe LA Houssaye. It is in the Federal Building, gentlemen. 

Now, I do not want to take up too much of your time. 

Mr. Curtis. Thank you very much. 

I believe that Fred Dykhuizen has a similar problem, and we will 
call him at this time. 


STATEMENT OF FREDERICK DYKHUIZEN, PAST CHAIRMAN, BOARD 
OF NATIONAL INDUSTRY MEAT PACKERS ASSOCIATION, PRESI- 
DENT OF LOUISIANA MEAT PACKERS AND PROCESSORS ASSOCIA- 
TION, AND PRESIDENT OF DIXIE PACKING CO., INC. 


Mr. Curtis. Will you state your name and your address and your 
business to the reporter, please ¢ 

Mr. Dyxuvizen. My name is Fred Dykhuizen, and I am past chair- 
man of the Board of National Industry Meat Packers Association, 
and at the same time president of the Louisiana Meat Packers and 
Processors Association, and president of Dixie Packing Co,, Inc. 

Gentlemen, my topic is a rather tough one, and that is meat. I am 
going to limit my remarks and make them as concise and factual as 
possible to bring us up to the point. 
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I think you gentlemen will agree that when you eat a pork chop or 
a roast or a steak, either at your home or in a public eating place, very 
few of us realize the background of that particular steak. 

I might state that it takes the teamwork of several million people 
in order to produce that particular steak or roast or chop. 

An animal to be brought into meat must take several months, in the 
case of hogs, to several years in the case of cattle, and they have to be 
fattened and brought to the market, and so forth. 

Now, gentlemen, there are some 6 million farmers and ranchers 
who are engaged in this particular occupation. There are some 40,000 
meat packers throughout the United States who furnish an every-day 
market for their livestock, and a cash market at that, and whose busi- 
ness it is to process and distribute this meat. 

At the present time we are faced with, as the President calls it, an 
emergency. 

If that be the case, in my opinion, our greatest problem is to in- 
crease production. 

According to the Department of Agriculture’s own statistics we 
have the greatest supply of meat animals at the present time that we 
have had for some time. 

The current production of hogs is the largest in recent peacetime 
years, and it is expected that still more hogs will be produced in 1951, 
thus assuring plentiful supplies of pork through 1952. 

The Department of Agriculture also says that there are now some 
80 million beef animals which can be increased to 85 million in a few 
years. 

Since 1930 or 1931 our population has increased 23 percent, and our 
meat supply of beef, pork, mutton, and veal, 33 percent. 

Gentlemen, these meat packers produce over 70 million pounds of 
meat daily. Before controls were placed on meat, we, of the National 
Industry of Meat Packers, prepared a brochure outlining our views 
on the meat situation, showing the absolute futility in trying to control 
meat, because, first, we have an abundance of meat, and second, ex- 
perience has proved that the complex meat situation is such that it is a 
physical impossibility to police or to control meat, and in the face of 
that the controls have again been placed on meat, and conditions are 
shaping up exactly as they did the last time, which are going to result, 
if our thinking runs true to form, in national scandals, so far as the 
meat situation is concerned in reduced productivity and productive- 
ness of meat. 

The Senate Agricultural Committee yesterday issued a statement 
that in our opinion we would have meat rationing by November, if 
these controls continue to be enacted, because it was resulting in an 
absolute curtailment in the production of meat, and not a great many 
farmers and feeders and ranchers were marketing their meat animals 
prematurely. 

Mr. Curtis. Mr. Dykhuizen, could I interrupt you just a minute? 

Mr. Dyxuvuizen. Certainly. 

Mr. Curtis. Of course, our committee is the Small Business Com- 
mittee, and of course we are very much concerned, as citizens and as 
Congressmen, too, with the situation in the meat-packing industry. 

Let me ask, though, will these regulations hurt the independent 
packers, the small packers, more than the Big Four, let’s say. In 
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other words, does there seem to be a discrimination here where the 
small packer is going to be hurt? 

Mr. Dykuuizen. Out of the 40,000 meat packers there are 10 big 
packers, large packers, that control perhaps 75 percent of the meat 
industry. 

Mr. Corrts. Yes. 

Mr. Dyxuvizen. Now, on a great deal of the government of meat 
there are no price ceilings. Every meat packer cannot participate in 
Government contracts. 

In the first place, the laws are very stringent as to the Federal in- 
spection phase of the meat packing industry. 

Now, this Federal inspection is enjoyed by a couple of hundred meat 
packers in the United States. This has been in vogue for a good 
many years. Any packer who in recent years or at the present 
time, who has not previously had Federal inspecting and wants to 
apply for Federal inspection, the laws are so stringent that it is :prac- 
tically impossible to have Federal inspection without the ballding 
of an entirely new plant, because there are certain specifications writ- 
ten in that make it impossible for an old plant to have inspection, 
whereas where inspection already exists in a lot of the larger packing 
plants, the plant itself is not in anywhere near a good sanitary con- 
dition. 

The fact that they had it previously means that they do not have to 
comply with the present standards. 

So that means that very few of the independent meat packers can 
participate in any of the Government buying of meats. 

Mr. Curtis. The Government, though, would not be paying over 
ceiling prices, would they? 

Mr. Dyxuvizen. The situation 

Mr. Curtis. You see, I am trying to figure this out from the juris 
diction of our Small Business Committee. 

The over-all problem, controls on meat, is really beyond our prov- 
ince in this committee, but we are concerned to see that if there ure 
regulations that the small independent packer, the small meat packer, 
is not discriminated against. 

The over-all picture of the industry itself is really beyond our ken. 

Mr. Dyxuvizen. Well, of course, [ could limit my remarks to the 
small independent packer. 

We have practically the entire Southwest covered, for instance, in 
the State of Louisiana, there is but one small independent packer 
with Federal inspection, and one in Mississippi. 

Mr. Curtis. That is our problem, Mr. Chairman. 

I think maybe it might be helpful if at this point we had a comment 
from Mr. McCormick on that, because this is beyond our field, the 
over-all picture of imposing prices on meat, but so far as the fact 
that these controls might discriminate against the small packer, our 
committee would be interested in anything of that nature. 

Mr. Mansrrevp. May I ask a question here? I think, Mr. 
Dykhuizen, as a Louisianan, you should be able to bring out the 
fact that Senator Ellender is the chairman of the Agricultural Com- 
mittee in the Senate, and he is the one who made that statement 
yesterday that you referred to. 

Mr. Dyxuuizen. I did not want to take advantage of the com- 
mittee. 
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Mr. Mansrtetp. This is a little facetious, but coming in from 
the airport today I saw a lot of signs, and they mentioned “KC 
steaks.” Surely they can produce as good steaks down here as they 
can in Kansas City, isn’t that right ? 

Mr. Dyxuuizen. Well, Congressman, I want to tell you a little 
story, and this is a true story. There was a lawsuit in northern 
Louisiana against a packer, because he advertised Kansas City beef, 
and the fellow who bought it did not want to pay the price, because, 
in his opinion, it was not Kansas City beef. 

The case went to court, and it appeared from the packer that it 
came from Kaplan City, La. [Laughter.] 

Mr. Mansriecp. Well, I come from Montana, and we speak of 
Montana beef up there, but getting back to the general subject we 
are on, and this is aside from the discussion, really, it has come to 
my attention lately that one of the great beef producing States that 
ranges third or fourth in the States at this time is Florida in the 
South. 

Mr. Dyxuurzen. But not in tonnage. It may be in total head. 
They weight about 200 pounds apiece down there. 

Mr. Curris. Mr. McCormick, I wonder if we could have a com- 
ment on this in the record. 

Mr. Leo McCormick. Mr. Chairman, following through with Mr. 
Dykhuizen’s thinking, and your thinking about discrimination in the 
regulations, I think that Mr. Dykhuizen will agree with the Office of 
Price Stablization in this, that through dollars and cents, the regula- 
tions have ironed out the difficulty from the packer to the wholesale 
distributor, to the retailer, to the consumer, and that where difficulties 
existed in it, under the general freeze order you have really been 
helped under the new order, isn’t that true? 

Mr. Dyxnuizen. I am sorry; I will have to disagree with you. 

Mr. Leo McCormick. Then we would like to hear what is wrong. 

Mr. Dyxuuizen. There is no ceiling on live cattle. Had you 
placed a ceiling on the live cattle, which we have recommended 

Mr. Leo McCormick. I am trying to center attention on the problem 
of the pricing that is set from the packer to the wholesaler to the re- 
tailer. Is there any difficulty existing along those three lines? 

Mr. Dykuuizen. Absolutely. You are starting in the middle. 
There is absolutely no ceiling placed on the live animal. The live 
animal at the time of the freeze, I won't say it about the new price 
ceiling set-up, because that is effective Monday, but it is practically on 
the same basis. The dressed carcasses will be sold at a certain price, 
we will say A grade of beef will be sold at 56 cents, but still the live 
animal can go up to 56 cents a pound on foot, because there is no ceil- 
ing price on the live animal. Theoretically, though, the packer is not 
supposed to pay more than that, that is the theory, but that is not 
practical. 

Mr. Leo McCormick. Well, we in the Office of Price Stabilization 
have in from time to time small packers, middle-sized packers, and 
large packers. Very few large re ase have sat in, and this regulation 
was the result of weeks and weeks of thinking. 

It is felt that, contrary to your statement there, the new regulations 
carry a ceiling over livestock, and that the provisions of this new regu- 
lation—and if you have not got a copy of it, we will certainly give you 
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one—in time, beginning in May and ending in October, will stabilize 
the price at the livestock level. 

I talked to a cattleman yesterday, an honest-to-goodness cattleman 
in Houston, and he knew the regulation. By the way, he said that 
the regulation was workable, and all right so far as he could see. 

Now, I will cite this, it might be a little difficult to keep the record, 
the average record that you have to do at the packer level, but we 
are staffed in these offices with practical meat people who can come 
to you or your organizations in a group or individually and help you 
work that problem out until you get going. 

Of course, you realize better than we do, the next thing is from June 
pre-Korean up until April you have increased the cost of livestock, 
the livestock level has increased from $135 per hundred to $151 per 
hundred, 135 percent above parity to 152 percent above parity in that 
period of time, so the need, when you look at the consumer’s index 
and so forth, is there. 

I think your problem is merely one of averaging out your cost on 
the hoof, and we are willing to help on that. 

Mr. DykuvizEn. Don’t misunderstand me. I know that you have 
practically an impossible problem to solve, but still there is no ceiling 
on the live animal, but there is a ceiling as soon as it is slaughtered, 
There is a theoretical ceiling, but you have not designated that live 
A grade shall sell at 40, Commercial at 36, and Utility at 30. 

You say the packer, after he kills them, has to keep the dressed 
beef within a certain price. : 

Mr. Leo McCormick. Under this regulation within the next week 
will come out a ceiling wherein you can average out the cost; in fact, 
you will be under a ceiling. 

Mr. Drxuvuizen. A live ceiling? 

Mr. Leo McCormick. Yes, it will work out that way. You may 
be able to pay four or five different prices, but you will have to aver- 
age out on those purchases to a price that is not above the price stipu- 
lated in this regulation. Therefore there is a ceiling over livestock. 

Mr. Dyxuvizen. Who will determine whether the live animal will 
grade out as commercial or otherwise ? 

Mr. Leo McCormick. The United States Department—— 

Mr. Dyxuurzen. On foot? 

Mr. Leo McCormick. That is right. 

Mr. Dyxuutzen. That is after it is slaughtered. 

Mr. McCormick. No; at the buying point for livestock graders will 
be stationed. 

Mr. Dyxnutzen. That is a new regulation that is coming out? 

Mr. McCormick. That is right. It is a new regulation that is 
coming out. Not only that, but we have a distribution and control 
order which your packers, retailers and cattle people feel is the best, 
and it is much, much improved, and the best control order that it has 
seen. 

Mr. Dyxnvizen. That is a little relief to know that there is going 
to be a live ceiling price and the grading will be between the Depart- 
ment of Agriculture grading and the farmer, rather than the packer. 

You say the packer has raised the price of beef from 13f to 152 
percent. Let me get this straight, the packer’s margin of profit over 
a period of years has been less than one-half cent a pound. 

Mr. McCormick. You misunderstood me. 
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Mr. Dyxuvizen. The price the farmer received. 

Mr. McCormick. That is right, 135 percent of parity is the price 
that the packer paid to the livestock owner. 

Mr. Dyxnvizen. The packer himself, his margin of profit has been 
less than 1.1 percent of sales. The meat-packing industry is the third 
largest industry in the country, and his per pound net profit has been 
considerably under a half-cent a pound. If the packer stepped out 
of the picture, and somebody else handled it, the cost of meat would 
go up, because they could not handle it as efficiently. 

Mr. Leo McCormick. What we need is cooperation from every- 
body. 

Mr. Dyxuvizen. I think you have it, and I have had occasion to be 
in Washington three or four times sitting in on some of these regula- 
tions. It is a real job, because you get it from the farm level, and 
then the labor element gives you hell, and then you get started from 
the other element, and you catch it one way and the other, but still 
there is so much of the human element involved in the thing that it is 
going to be a mighty difficult thing. 

What is the need for it to begin with, when you have a surplus and 
have plenty of supplies, and you will have under this control order, 
you are going to have a backlog of cattle in the next 90 days there 
which is going to be practically “impossible to handle. 

Mr. Leo McCormick. Well, the records do not bear that out. We 
hope that is the case. We hope that we will not need the ceilings. 

Mr. Dyxuvizen. I would say there would be a surplus if it were 
going through normal channels, but if production is being discouraged, 
then it will result in short: ages. 

Mr. Curtis. I do not want to cut this off, because it is really very 
interesting, but I want to make this suggestion, Mr. Dykhuizen, you 
might carry this on a little further with Mr. McCormick privately. 
But we do have a lot of witnesses here. 

We were glad to get your presentation on the matter. 

Mr. Mansrrevp. Mr. Chairman, it is my impression on the basis of 
what Mr. MeCormick has been able to tell Mr. Dykhuizen that he 
could reasonably expect relief in a short while, and I think his main 
argument has been met, because within the next week a new regula- 
tion will come out which will in effect put a ceiling on cattle at the 
point of selling, and that this will be supervised by Government 
graders. 

Mr. Dyxnuizen. Fine! I know a lot of work is being done on it. 
We packers have lived in hopes. Three or 4 months ago the beef 
ceilings were supposed to come out, and then it was postponed. I just 
had a little notice handed me here which s: Lys: 

Our stockyard and slaughterhouse will be closed until further notice due to 
rules and regulations of OPS being so-intricate, and we will have to find some 
way of finding out what they are. 

Mr. Leo McCormicr. I would like to answer that pretty quickly, 
sir. 

Mr. Curtis. Yes. 

Mr. Leo McCormick. There is absolutely no reason for this, gentle- 
men. We have able people in the local office who can inform these 
folks by letter, by telegram, or by a visit, as to the regulations. The 
regulations are clear. There is no reason for this at all. 
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Mr. Dyrxuvizen. I would like to suggest, however, on these regu 
lations, if they can be made more concise and more to the point, tha 
would be more helpful. 

I have a batch of material this thick now on meat, this last week. 
and it gives me where the authority comes from, how much money 
it will save the housewife, and a whole lot of information there that i: 
takes a businessman an awful long time to read through. If we cou|( 
get it concise, I think it would save the Government money in printing 
matter, time, and also in interpreting these regulations. That is just a 
suggestion. 

Mr. Leo McCormick. I think it is a good one, sir, and I think this 
time we have gained a lot of ground there. Mr. Leventhal, our chief 
counsel, sees the need for training his lawyers, and they are men who 
at the end of the line write the regulations. He has insisted that the, 
be concise, and that they cut through and cut out a lot of excess ver- 
biage, and I think some regulations are really reflecting that. 

Mr. Dyxuutizen. I can add that Mr. Rice, and Mr. John Madigan, 
and some of these folks have gained a lot of experience the last time, 
and they are leaning over backwards to try to work something out. 
But still sometimes it is impossible to work out an impossible situation. 

Mr. Leo McCormick. We feel that meat regulations will work, and 
especially with the cooperation your industry will give. 

Mr. Dyxuvizen. But you will agree that it is a No. 1 problem. 

Mr. Leo McCormick. We agree with you, but we do believe it wil! 
work. 

Mr. Drxuvizen. I want to say that we pledge our full cooperation 
at alltimes. We have got a splendid bunch, and we have invited them 
to come through the entire industry to become acquainted with what 
it is all about. 

Mr. Curtis. Thank you very much. 

Now, gentlemen, we are going to go on until 12:30, and because we 
have got so many witnesses we are going to reconvene at 1:30, but 
I think we will have time for one more witness this morning. 

We will now call upon Mr. McLaughlin of the Soproco Co. 


STATEMENT OF T. P. McLAUGHLIN, PRESIDENT, SOPROCO, INC., 
NEW ORLEANS, LA. 


Mr. Curtis. Will you give the reporter your name and your busi- 
ness, please. 

Mr. McLaveuur. My name is T. P. McLaughlin, and I am pres! 
dent of Soproco, Inc. 

I might mention that in the last emergency the OPA office was 
assisted by a few of my ideas. Asa matter of fact, I helped conduct 
things, and when the retail grocers went on strike against OPA, | 
think I helped tremendously, and Mr. Jones, I think, will verify that ; 
so do not feel that I am anticommittee—too much. 

Mr. Curtis. Too much? Proceed. 

Mr. McLavenutn. The following questions, sometimes answered, 
and observations, are not complaints but rather criticisms, which | 
trust will be accepted in that eht for whatever constructive assist- 
ance value they might contain. 

I have never received a cent’s worth of Government business. Ai 
the present flow of the procurement river, the tide may recede to dry 
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bottom before I am qualified to be considered by Government pro- 
curement agencies as a qualified producer or bidder. 

Neveretheless, the ship “Soproco” has floated for a generation with- 
out wetting its bottom in other than usual-trade business. 

However, we have tried to navigate to Government waters. A 
charted course leaves us with experiences which developed into ques- 
tions—to wit: 

Question No.1. Who is authorized to apply the word “allocation” 
as pertaining to the availability of a product, other than the Govern- 
ment; or, if producer and Government are qualified to use the term, 
how can small business readily determine if the expression is a pro- 
ducer or Government allocation. That is my question. 

Mr. Curris. Do you want to continue with your entire statement 
first ¢ 

Mr. McLaveut.in. That is one question. 

My, Curtis. First of all, Mr. Dalmas, do you want to comment on 
that? 

Mr. Datmas. Well, under the Defense Production Act, Mr. Chair- 
man, the defense agencies are authorized to set up voluntary industry 
allocation programs. ‘They cut out a certain amount of, we will say, 
steel or aluminum, for defense production, and then they take another 
slice for what they call the supporting program, and the rest of it is 
voluntarily allocated by the manufacturers of those products. The 
law permits that, sir. 

Mr. McLaveuurn. You say that it is voluntarily allocated, but it 
works in the reverse. The term “allocation” means to the small-busi- 
ness man that he cannot buy the article because it is not available, 
because it is allocated. 

Mr. Datmas. We agree with you that the allocation has not been 
satisfactory insofar as small business is concerned. We have had a 
great deal of testimony to that effect, and the committee is aware 
of the problem and is trying to get a more reasonable supply situation 
wa | plow for small business. That is one reason we are here, sir. 

Mr. McLaventurn. Well, that may be all clear in your mind, but I 
don’t think that would satisfy me. If I wanted to buy a carload 
of material and was unable to buy it, and had to pay a higher price 
for less-than-carload lots, and I was told by you, “We are sorry, but 
due to allocations, this is an emergency, this is necessary,” I would 
not like it. 

Mr. Datmas. What material do you buy ? 

Mr. McLaveuttin. I buy chemicals. 

Mr. Dataas. Chemicals? 

Mr. McLaventuin. Yes. 

Mr. Dauaas. Do you receive offers for chemicals that you use from 
irregular sources, you might say ? 

Mr. McLavenurn. The last one I had I am certain was a black- 
market racketeer in New York who said that he had certain chemicals 
that were imported, and he asked twice as much as the market. 

Mr. Mansrrevp. Could you furnish the committee with that indi- 
vidual’s name and address? We are very much interested in black- 
market activity. We would be glad to have it. 

Mr. McLaveu tin. I will be aaa to do it. 

Mr. Mansrtevp. I want to make it a part of the record. 

Mr. McLaveu.iy. I hope you do something on it. 
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Mr. Mansrtetp. You just give it to use and you will see. 

Mr. Curtis. I would like to make this statement, this committee 
is holding hearings to get these problems and these questions, anc 
most of them that you are asking us are the very questions that this 
committee has gone out into the field to seek to find the answer to, 
and the fact that we cannot answer them for you here this morning 
to your satisfaction is understandable because we don’t know the 
answers. That is why we left Washington some weeks to get out 
into the field and find out in detail what the problems were, with the 
hopes of hearing them and getting this ammunition, and then we can 
go back and see whether legislation was warranted or whether it 
meant a change in regulations of the governmental agencies. 

So we are very much interested in the questions you raise, but I am 
sorry to tell you that we are not in a position, probably, of answering 
these broad questions. 

We are glad, however, to get your specific problem so that we can 
use that as an example of what has been happening out in the field, 
and thereby maybe get some answer to them. 

Mr. Mansrrecp. Mr. Chairman. 

Mr. Curtis. Yes. 

Mr. Mansrievp.. I would like to pick out question 4 here. 

Does the Government seek the counsel of “big business’ only on large prob 
lems or for both large and small problems? 

I think the answer to that is, as has been brought out in this com- 
mittee at every hearing we have had, and even this morning, that so 
far as we are concerned it is our impression that Mr. Charles Wilson, 
able businessman that he is, has not seen fit to give proper attention to 
small business, but has channeled practically everything under his 
control, and that takes in about everything, into big-business lines. 

Probably his difficulty is that it will then mean quicker and more 
production of the things needed now, but we are looking at something 
for the interest of our economy as a whole, and this committee is 
unanimous in its feeling that so far as little business is concerned that 
is the backbone of our economy. 

Then in question No, 5 you say: 

Is small business advice ever requested in anything except in small business 
matters, or is small business linked with big business question? 

So far as this committee is concerned, our main interest is little 
business and not big business. 

This is the end of 6 weeks of hearing on the part of the various 
members of this committee traveling all over the country getting these 
questions, some of which have been raised before, and trying to find 
the answers and trying to do something when we get back. We cannot 
do anything in the field, except that oncé in a while we may be able 
to help an individual small business that is up against immediate 
difficulties, but you have raised a lot of broad questions here which 
are the subject of study by this committee, and about which this com- 
mittee, I assure you, intends to do something. I have not had a chance 
to read any more of the questions. 

Mr. Datmas. On question No. 7, following your line of thotight, the 
committee is starting procurement hearings on the 7th of May, and 
the first witness will be General Marshall, the head of the Depart- 
ment of Defense. The committee is very much aware of the defi- 
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ciencies of the procurement program, insofar as small business is con- 
cerned, and those hearings are proof that it is. 

Mr. Mansrievp. Again, if I may go to question No. 8: 

The seven preceding questions are build-ups to question 8. A. Are the people 
who arrange the procurement bid—details—people with small business experi- 
ence? B. Is this meeting conducted by men who have created a payroll? C. How 
many men conducting this meeting are loaned by big business to the Government, 
for constructive, cooperative purposes during this emergency? D. Same question, 
are men drafted from small business? 

Now, the first two parts would take a little time to go into. The 
last two parts, of course, men are loaned by big business, and they have 
been in this emergency program ever since the Defense Production 
Act of 1950 was passed last year. 

What this committee wants to do is to see more small-business men 
brought in, because that is their main interest, and you may rest as- 
sured that we will do just as much as we can to see to it that small 
business be given every opportunity, because we recognize what it 
means to the economy of our country if small business is not given 
the consideration it is entitled to. 

Mr. Datmas. May I point out that Mr. McLaughlin wants to know 
how many men conducting this meeting are loaned by big business- 

Mr. Curtis. This meeting here 

Mr. Dautmas. Are loaned by big business to the Government. Is 
that what you have in mind? 

Mr. Mansrtevp. Absolutely none. 

Mr. McLaveuti. I will leave it stand at that. 

Mr. Curtis. This is a congressional hearing, and I think you mis- 
understand what this meeting is. 

Mr. McLaveu.y. Tha the answer is “None”? 

Mr. Mansrre.p. None, that is right. 

Mr. Curtis. The answer is “None.” 

Mr. Darmas. Right. 

Mr. McLaveutriy. Then that is the answer. I hoped that you 
would give me that answer. : 

Mr. Curtis. Well the only point I am trying to get across is that 
the Congress is conducting this hearing. This is a congressional com- 
mittee, and the only reasons that there are members of Government 
agencies here with us is because this committee has requested it, 
feeling that it would serve two purposes : 

No. 1, we might be able to solve some problems on the spot which, 
incidentally has proven to be true; and No. 2, we thought it would be 
a good education for the governmental agencies, and I know that 
they appreciate it that way, and they feel that it is helpful to actually 
be in the field themselves and get these problems first hand. ) 

Mr. Datmas. Mr. Chairman. 

Mr. Curtis. Yes. 

Mr. Dautmas. Speaking for the governmental agencies, which I 
am not called upon to do, I know them all personally, and I know 
them to be career people of the Government, with few exceptions, 
and others have been called in from industry, at least one, and he 
happens to have come from a small company in his field, so I believe 
so far as our governmental representatives here are concerned that 
they have the sincere interest of small business at heart. 

















2246 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Curtis. I am certain of that, and I think I can assure you that 
the whole purpose of the Select Committee of Small Business of the 
House is right along the line of these questions you have raised, and I 
again want to say that the whole purpose of our conducting these 
hearings is to get the answers to these questions, and to fight the 
battle for small-business men. 

We think that your questions are very pertinent, and I hope that in 
a small way we have been able to answer some of them. 

Mr. Damas. Mr. Chairman, it looks as if Mr. McLaughlin might 
have written the committee’s program. 

Mr. McLaveutan. No; I did not write the committee’s program, 
but I am like a grain of sand that has been trampled under food, 
and I think it would help the Government and all of us if, before 
the rules and regulations were enacted and brought into any sort of 
focus, small business would be consulted on small-business matters, 
and not wait until everything was in confusion and then brought 
in and say, “What is the matter?” It is like breaking a bottle and 
then saying, “Why does it break?” 

Mr. Curtis. We agree with that statement. 

Mr. McLaveuur. We are only invited into the picture when the 
confusion has been created. That is another story, that is the reason 
for all of this confusion. 

Mr. Curtis. I hope you will find that the Small Business Commit- 
tee of the House and Senate will be the cutting edge which will en- 
able small business to get into these things. 

Mr. McLaveutr. I am not looking for today, but I think I can see 
what can happen if conditions continue. 

I was told very flatly during the last emergency that the small- 
business men were a damned nuisance in Washington, and that 
they should not be there to ask for anything. That was plain lan- 
guage, and I used a little stronger language in turn. I was only one 
of thousands. Big business is better organized, and well able to take 
care of it. 

On the other hand, when the emergency was over, big business was 
on the ground floor groveling along, begging and whining for all the 
business it could get from little business, although it had crowded 
little out. 

There is one question I think should be answered, and that is 
whether procurement agencies are price conscious or not. 

Producer A, we will not call his name unless you insist, produced 
product Z, and in the ordinary course of business product Z is dis- 
tributed through wholesalers or his own distributors and is used by 
manufacturers for manufacturing purposes. Now, when it comes to 
an occasion of an emergency, producer A, who produces product Z 
cilmbs over the head of one who made his market for him, and hel 
to utilize or spread his product throughout the country, and bids on 
Government bids at a price that the world cannot touch at all, because 
he is a basic producer. 

Now, immediately lots of people are put out of business, not alone 
the manufacturers who use that product but the distributors and 
wholesalers, and they have no chance in the world; when business is 
bad he is begging them to help sell his product, but in an emergency 
he takes advantage of war conditions and puts everybody out of 


business. 
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Mr. Mansrievp. That is very true. We had cases similar to that 
brought before us in a number of cities in the country, and we are 
going to try to do something about that when we go back to Wash- 
ington. 

As you say, the big fellow depends on the little fellow under 
ordinary times and takes advantage of an emergency situation to 
squeeze the little fellow out and get everything for himself. 

Mr. McLaveutr. It existed in the last emergency, and it has not 
been corrected now. 

Mr. MansFiretp. That is right. 

Mr. Curtis. Yes. 

Mr. Mansrretp. Mr. McLaughlin, I think I brought to your atten- 
tion and to the attention of other witnesses the feeling of this com- 
mittee toward the policies of Mr. Charles Wilson. But there is one 
thing that I would like to call to your attention, this committee has 
been in existence for about 2 months, and in those 2 months we have 
held 6 weeks of hearings in various parts of the country, and as a 
result of these hearings we are going to take care of, or do our best 
to take care of, the many problems you and other small-business men 
present to us, and you may rest assured that this is being done in a 
serious manner. We are not here on a junket to waste your time or 
our time. 

Mr. Davmas. Mr. Chairman. 

Mr. McLaughlin, you spoke of the agencies in Washington seeking 
small-business advice. I would like to point out to you, sir, that the 
committee has also been concerned about that very problem, because 
the Defense Production Act specifically sets forth in title 701 of the 
act that such business advisory committee should be appointed as shall 
be appropriate for the purposes of consultation in the formulation 
of ies regulations or orders, or amendments thereto, under the 
authority of the act, and in their formation there shall be fair repre- 
sentation for industry for small, medium, and large business enter- 
prises, and for geographical areas, for trade associations and non- 
members, and for the different segments of the industry. : 

I may say, Mr. McLaughlin, that that provision of the act, in the 
opinion of the committee, has not been literally carried in some of 
our defense agencies. 

Mr. McLavueu.in. Well, isn’t that the bone of contention ? 

Mr. Datmas. That is one of the bones of contention. 

Mr. McLavueuurn. That is the reason I am crabbing. That is the 
reason the other fellows gripe. We listened to talk, and we blat 
around, and we find in the final analysis that big business tells us what 
we have got to do. 

Mr. Curtis. Thank you very much for giving us your views. 

Mr. McLavenuin. I hope you don’t think there is anything other 
than healthy popping off in my remarks. 

Mr. Curtis. That is all right. 

We will be adjourned until 1:30. 

(Whereupon, at 12:40 p. m., a recess was taken until 1:30 p. m. of 
the same day.) 

AFTERNOON SESSION 


Mr. Curtis. I will call the meeting to order. 

Is Mr. L. R. Maxwell here? 

Mr. Maxwe tt. Yes, sir. 

Mr. Curtis. All right. Will you please come forward and testify. 
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STATEMENT OF L. R. MAXWELL, PRESIDENT, MAXWELL BROS. 
SUPPLY CO., NEW ORLEANS, LA. 


Mr. Curtis. Will you please give your name and your business, to 
the reporter, please. 

. Mr. Maxweti. My name is L. R. Maxwell, I am president of Max- 
well Bros. Supply Co., 3038 Calliope Street, New Orleans, La. 

Mr. Curtis. yeu may proceed. 

Mr. Maxwe.i. We are wholesale jobbers and distributors of plumb- 
ing, heating, and appliances. 

I have been invited to talk before your committee with reference to 
the trouble we have had, and are experiencing, in trying to get the 
various governmental departments to cooperate with us after we have 
met their requirements and followed through with their suggestions on 
how to deal with the Army, Navy, Air Force and Coast Guard Depart- 
ments. 

We have written the officer in charge of purchasing and construc- 
tion, quartermaster division, Burksdale Field, Shreveport, La., send- 
ing them our mailing address, with request to be put on their invitation- 
to-bid list, and advising them of the materials we are distributing and 
factories we directly represent. This applies also to the Alexandria 
air base in Alexandria, La.; Camp Polk at Leesville, La.; United 
States naval base, Algiers, La.; Corps of Engineers, New Orleans; 
Keesler Field in Biloxi, Miss., and United States Engineers, Mobile, 
Ala. To date we have not received a single invitation to bid from any 
of these departments, and we have noted in the Daily Journal of 
Commerce during the past 60 to 90 days that there have been bids 
opened on merchandise that we could have bid on as a supplier to 
the Government, and met their specifications. 

The only two bids that we have placed came through inquiries to 
our local chamber of commerce, which we followed up with the United 
States naval base in Algiers and Corps of Engineers in New Orleans. 

We feel that the people in charge failed to record the name of our 
company on their mailing list for invitations to bid. When we find 
that we have been left out, we immediately write and request that 
our name be listed among those qualified to bid, sending them a letter 
and catalog sheets covering the materials we can supply. 

I would like to inject the thought that we represent people in the 
complete States of Louisiana, Arkansas, and one-half of Mississippi, 
and we are directly responsible to them for any part we may get-in 
Government bids, and we have to follow through on any invitation 
bid that is sent out. It is up to us to take care of their interests along 
that line. 

That is for the Kankakee, IIl., division of a Toledo, Ohio, outfit. 

The balance of our lines are handled as jobbers and distributors. 

We have one other line, the United States Radiator Corp., that we 
act for in the New Orleans trade area as principally their outlet. 

Our experience in the past, I will say for now, this is 6 months, we 
have a man stationed in Shreveport, he lives in Shreveport, and he 
calls on the air base, and he calls at Camp Polk regularly, and he 
calls at Alexandria, and we have several letters written to him fol- 
lowing instructions given on how to get invitation bid lists on ma- 
terial that may be needed. } 
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To date in that particular section with our follow-ups we have not 
had an invitation bid come out of there. 

We maintain a branch office, a warehouse, and a stock of material 
in Little Rock, Ark. We have not had a bid out of the Engineers’ 
office in Little Rock, although we have had invitations to bid on ma- 
terials through the hospital division up there, and that was picked 
up through outside sources, and followed through, and asked for in- 
vitations to bid, and we were successful on two of them. 

The A. O. Smith Corp. sent the bid to us, and we were rather late 
in getting it, and they requested that we again contact the various 
agencies and get our name on the mailing list so that we would not 
be late in taking care of their interests. 

In New Orleans, the naval base, we have people calling on them 
regularly, and I believe they have definitely put us on the mailing list 
this last month. 

If it had not been for the chamber of commerce in the city of New 
Orleans, we would not have been successful in a bid for the Navy in 
the Eighth Naval District on an order they needed immediate action 
on in Arkansas. We had 3 days to complete a bid. We were success- 
ful on the bid. The material was in our warehouse. The material 
was shipped immediately after they notified us that we were the low 
bidder. 

Now, I must say, this morning one of the witnesses testified that 
the Army and the Navy or that the agency sometimes was slow in 
paying. The Navy paid this and took their discount, and it was a 
very satisfactory way of handling it, and it came through in good 
shape. 

Our big complaint in the past has been with the Corps of Engineers, 
and at the present time the Air Force. I persenally made three 
trips, one to Mobile, United States Engineers, and we leit them our 
material and told them what we could supply, whom we represented, 
and that we would like to be placed upon their eligibility list. ‘To date 
we have not received anything from that section, and the bids we have 
worked upon we had to go in after they were published in our cham- 
ber-of-commerce papers here in New Orleans. 

Mr. Mansrrievp. Is there a district office for the Corps of Engineers 
here in New Orleans? 

Mr. Maxweta. Yes, sir, at the foot of Prytania Street. 

Mr. Mansrievp. I think that we ought to send for the man in 
charge of the Corps of Engineers here, or his immediate assistant, 
and have him come down and thresh this matter out, and have him 
be in attendance at this hearing. 

Mr. Curtis. I think that would be an excellent idea. I think we 
might have a comment from Lieutenant Flickinger, too, and then 
possibly after some comment you might meet in the back of the room 
with Mr. Maxwell to give him more details; but, for the sake of the 
record and general information to other people who might be inter- 
ested, we would like to hear from you, Lieutenant. 

Lieutenant Frickrverer. You represent a specific area for your 
companies ; do you not, a geographical area ¢ 

Mr. Maxwei. I represent for the A. O. Smith Corp. three-fourths 
of the State of Arkansas, the complete State of Louisiana, and one- 
half of the State of Mississippi, and two counties in Alabama; that 
is, Mobile and Baldwin Counties. 
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Mr. Mansrtetp. The A. O. Smith Corp. is quite a large outfit in 
Milwaukee; is it not ? 

Mr. Maxwewty. That is right. I represent the water-heater division 
as their exclusive distributor at Kankakee, Ll, and the coil-heater 
division at Toledo, Ohio, under the name of Burkay. 

Lieutenant Friickrneer. So, you are interested primarily in pro- 
curement from these States ? 

Mr. Maxwe.u. That is right. 

Lieutenant Fiicxrneer. | will be glad to go over it with you and 
see what we can do about these locations and find out from them what 
their requirements are and check with them as to whether or not you 
are actually on their bidders’ list. I would like to check them with 
you. 

” Mr. Maxwetr. We have been on the bidders’ list with your place 
over here as of the last week, the eligibility list. 

Lieutenant Fiickinerr. The rest of them you have cited here. I 
would like to check them with you. 

Mr. Maxwe.t. We have done previous to that on other things, but 
you failed to put us on the bidding list. 

Mr. Mansrtevp. I think it should be made plain in the record that 
Lieutenant Flickinger represents the Office of Small Business in the 
Munitions Board, Washington, D. C. 

Lieutenant Fuickincer. That does not mean that I am confined to 
the Navy. We represent the Army, the Navy, and the Air Force. 

Mr. Curtis. All of the defense agencies. 

Mr. Maxwey. We have plumbing, heating, and appliances. 

Lieutenant Fiicxincer. I would like to check it with you person- 
ally, and not take up the rest of the time of these people. 

Mr. Maxwe tt. All right. 

Mr. Curtis. Let’s do that. But I do have one other question. Have 
you done any bidding with the General Services Administration ? 

Mr. Maxwett. I have not. 

Mr. Curtis. I wonder if we could have a comment. Your items do 
include his lines; do they not, gentlemen ? 

Mr. Epens. Yes, sir. We will be very happy to have him on our 
bidding list. Have you put your name on the bidding list of GSA 
for any of the items that they may need ¢ 

Mr. Maxwe tt. I have not dealt with them. I have dealt strictly 
through the agencies of the Air Force, the Navy, and the Army, and 
the Corps of Engineers. 

Mr. Curtis. Would you explain for the record, and also the other 
poe present, including Mr. Maxwell, just what the GSA has done 
in the way of coordinating governmental buying ? 

Mr. Evens. The General Services Administration, under the act 
of 1949, is the principal purchaser for the civilian agencies of the 
Government. In other words, it is a procuring agency for the Gov- 
ernment, for most all of the services with the exception of items which 
are purchased at the present time by the defense agencies. 

The General Services Administration purchases items which are 
required throughout the Government—the common-use items, we will 
say—and then distributes them out to the Government agenciés, as 
well, of course, as its own agency. 

The principal method that 1s used at the present time for pur- 
chasing through the General Services Administration is the bid 
method. It is an advertised bid and the low bidder gets the contract. 
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As has been placed in the record, Mr. Chairman, I believe by our 
regional director, Carl Wallace, in Dallas, the large proportion of, or 
over 95 percent of, the contracts which are me Region 7 of the 
General Services Administration, which comprises Texas, Louisiana, 
Oklahoma, and Arkansas, are placed via the bid method as distin- 
guished from the negotiated ikea of procurement. 

Mr. Curtis. Yes. . ; 

Mr. Epens. And also, as placed in the record in Dallas by our re- 
gional director, by the statistics given there, the large proportion—in 
other words, approximately 70 percent or more—is given to small 
business in this region as distinguished from larger businesses. 

Our Administrator is very anxious and has set policies to make 
it easier for people to procure from the Government. That is his 
aim and the aim of our Administration. 

Mr. Curtis. You mean to sell to the Government ? 

Mr. Evens. That is right, to sell to the Government. Thank you, 
Mr. Chairman. 

In other words, to make it easier for the business people to do busi- 
ness with the Government in the purchasing and selling of supplies. 

We would be happy to have your product and your company on our 
bidding list, as well as all other businesses on our bidding list here in 
New Orleans and Louisiana and throughout our entire territory. 

Mr. Curtis. Thank you, sir. 

Mr. Maxwext. Question. Where do we get that information? 
Where do those invitations to bid come from? 

Mr. Evens. In this region they are primarily issued from Dallas. 
We have bidding lists. 

Mr. Curtis. Do you have a local office in New Orleans ? 

Mr. Evens. Yes, sir; we have a local office in New Orleans. 

Mr. Curtis. I wonder if you will supply everyone the name and 
location of it, please. 

Mr. Epens. It is in room 1111 of the Masonic Temple Building. 

Mr. Curtis. That is where the General Services agency of the Gov- 
ernment is located, and when you meet with Lieutenant Flickinger, 
Mr. Maxwell, in the back of the room, you might go into more detail 
so that you will be able to get that information, and anyone else who 
might be interested in the area in selling to the Government should 
be on the list of GSA. 

Mr. Mansrterp. I would like to suggest, Mr. Maxwell, that you 
hang around this afternoon, because we would like to see you meet 
with the representative of the Corps of Engineers who undoubtedly 
will show up. 

Mr. Maxwetw. I would like to make one more explanation: As soon 
as we receive the information from the chamber of commerce, we 
immediately follow it up with our man. They cooperate and give us 
the bids, and it is in the process of being worked on, and they have 
also promised to put us on the mailing list, although they have bought 
from us in the past. 

Mr. Datmas. I would like to point out to Mr. Maxwell that the 
General Services Administration buys for the civilian agencies of the 
Government as distinguished from the military agencies. 

Furthermore, the Veterans’ Administration would be a large user 
of your products in their hospital program. 


86267—51—-pt. 3-26 
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I do want to ask one question: In your dealings with any of the 
agencies of the Government, have they ever brought up the subject 
as to whether you are regularly employed by your factories; in other 
words, whether you are a manufacturer’s agent and, therefore, not 
eligible to bid? 

Mr. Maxwett. They asked that question specifically, and we have 
told them that we are distributors, as termed in their contract; that 
they do not have anybody else selling their produce in that particu- 
lar area. 

We are not a manufacturer’s agent. We buy the product from the 
manufacturers and bid it in ourselves, and handle it as a distributor. 

Mr. Datmas. I see. Thank you very much. 

Mr. Curtis. Thank you very much for your time. 

Mr. Maxwewu. Could I ask one question of the committee ¢ 

Mr. Curtis. Certainly you may. 

Mr. Maxwe ut. I will give you a background of the company: 6 
years as a distributor, and in that 6 years it was water heating and 
appliances, and the plumbing came into it in the last year and a half, 
and we are in a position to deliver anything with the exception of steel 
pipe, and our connections on steel pipes through the factory has been 
very poor, and we are unable to buy steel pipe. We buy everything 
else, from soil pipe on down, plumbing fixtures, brass goods, every- 
thing except steel pipe. Three of the larger manufacturers and two 
of the smaller manufacturers have been telling us to be patient. 

Mr. Datmas. The A. O. Smith Corp. is a pretty good-sized pipe 
producer; is it not ¢ 

Mr. Maxwewt. They tell us that they cannot give it to us from a dis- 
tributor’s standpoint. They have three-hundred-some-odd in the 
United States, and if they did it for us they would have to do it for all 
of them. 

We would appreciate any help you might give small business in a 
jobbing business like ours. 

Mr. Curtis. We appreciate that. We are aware of the problem. 

Thank you very ane Mr. Maxwell. 

At this time I would like to put into the record a statement by Mr. 
Christian Nielsen, plant superintendent of the Wedgeplug Valve Co., 
Inc., and in putting it in the record I want to call Mr. Peterson’s 
attention to it. Mr. Peterson is with the Petroleum Administration 
for Defense. I want to call his attention to it because I think there is 
a problem in there that he might take cognizance of, and he might 
perhaps be able to assist in the matter. 

(The document referred to is as follows :) 

WepcePtuc Vatve Co., Inc., 
New Orleans, La., May 2, 1951. 
Honorable chairman and members of the Subcommittee of the House Committee 
on Small Business: 

The Wedgeplug Valve Co., Inc., are manufacturers of steel plug valves which 
are used generally in industry. Because of special features, these valves fill 
applications for high-temperature services and services where there are solids 
in suspension. They are universally used in the catalytic gasoline-cracking 
processes. We also manufacture pipeline valves in sizes from 1 to 30 inches. 

It is evident from our user list, attached hereto, that practically all of* our 
production goes into industries which contribute directly to the defense effort. 
We know from our experience in the last war that the Wedgeplug valve is as im- 
portant a contribution to national defense as our plan facilities can hope to 
handle. In addition to valves, we are prepared to furnish fittings. 
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Our raw materials consist of carbon-steel castings, a small percentage of alloy- 
sieel castings, alloy-iron castings, alloy-steel bar stock, packing, and a few miscel- 
laneous items. 

To date, we have gotten along with the DO-97 MRO rating by maneuvering 
and checking all over the country for material. However, there is increasing 
evidence that these measures will not succeed in the near future, as evidenced 
by a recent experience. 

One of our very important miscellaneous parts is the truare retaining ring 
produced by Waldes Kohinoor Co., of Long Island City, N. Y. In January 
1951, we placed an order for 500 pieces. Under normal circumstances, we 
would receive delivery in 5 days. In February, March, and April, we traced 
delivery and were informed inventory was depleted. A telephone call on April 
28 disclosed that the Government had not allowed the purchase of steel to 
replenish stock. We feel extremely fortunate that there were 5,000 pieces in 
stock of slightly thicker material that could be adopted to our purpose. This 
act of grace extricated our production from a very serious predicament. 

The confiscation of all forms of packing containing neoprene rubber has 
placed deliveries of this important item on the 90 to 120 days’ promise list. 
As a result, we must substitute forms of packing that are not as satisfactory 
for certain services. The other alternative is to anticipate requirements and 
keep large inactive inventories. 

A few weeks ago, one of our foundry suppliers informed us that it was almost 
impossible to obtain molybdenum. The acquisition of this important alloy 
required a hunting license rather than a priority. Recent NPA rulings require 
that our foundry suppliers file a melting schedule each month. The proposed 
schedule for June must be filed by May 1. This ruling prompted the foundry 
to request that we place our orders for alloy castings 60 to 90 days in advance. 
This is practically an impossibility because the variety of types and sizes of 
valves necessary to fill out our line is large. 

It is our policy to keep alloy casting inventory at a minimum and active. Our 
raw material orders are based on actual customer purchase orders. 

It would seem reasonable that the foundries would be given opportunity to 
allocate tonnage and estimate their melting schedule with a reasonable per- 
centage allowance. If necessary, these allocations could be rated in order to 
obtain the desired control. We are actually going ahead on this basis. 

The supply of alloy-iron plug castings presents our most difficult problem 
hecause these castings contain 1 percent nickel and 0.35 percent chromium. The 
foundry metallurgist is checking substitute analysis, but there is very little hope 
that any substitute will approach the satisfaction of the nickel chromium 
analysis. 

Our bar-stock jobber has informed us that a defense order rating is not 
necessarily the prime factor in delivery. Larger quantity orders with longer 
time allowed for delivery is the more important consideration to date. This pro- 
cedure forces the manufacturer to indulge in hoarding and creates shortages 
where none actually exists. 

To summarize our position as a small business, it would seem that the large 
operators are being permitted to take over the sources of supply by placing large- 
quantity orders. To illustrate, we believe this is what happens. A small mannu- 
facturer will place an order for ten 3-inch round bars. The mill is out of that 
size and will hold the order until the next run is made. Under normal economy, 
this run will occur in 3 to 6 weeks. However, this steel has found application 
in tanks for the Army, and whole carloads are placed on order for 6-inch round 
hars. So, the mill does not get around to running 3-inch round bars for 6 months, 
In the meantime, Mr. Small Manufacturer is burning up more hours in expediting 
a substitute than in producing his product. 

The irony of the dilemma is that the small manufacturer is producing the 
equipment that refines the oil for fuel that must drive the tanks. 

We have tried to present briefly our particular problems and the methods of 
handling. Your consideration and effort to overcome these problems as they are 
now shaping up for the future is appreciated. 

As a successful and efficient small business, the Wedgeplug Valve Co., Inc., 
ean best fit into the framework of the defense effort by furnishing Wedgeplug 
valves to solve industries’ many valve problems and bidding on defense contracts 
in the related valve and fitting market. 

Respectfully submitted. 

CHRISTIAN NIELSEN, 
Plant Superintendent, Wedgeplug Valve Co., Ine. 
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Wedgeplug all-purpose steel valves—User and service list 











REFINERY 
Name of customer Material handled oy 
Anglo-Iranian Oil Co., Abadan, Iran............ Gas, light and heavy Up to 1,000°___ _. 
oil, dry catalyst. 
Argentine Government Oil Fields, Buenos | Light and heavy oil, | Up to 1,200° 
Aires, Argentina. ae ‘onandita 
PRE TF AAT, lela Rg Se eR Fa Be: Rd, Oty 
Pernis, Holland. | 
Pladjoe, Indonesia. 
Atlantic Refining Co., Philadelphia, Pa. Acids and chemicals. _..| Up to 1,000°__. 
British-American Oil Co., Montreal East, Que- Light and heavy oil, | Up to 1,200° 
bee. dry catalyst. | 
California Co., Gretna, La...............-...-. Gas and heavy oil Up to 500° 
Carter Oil Co., Billings, Mont_...............-.- Light and heavy oil, Sed 
dry catalyst. 
Cities Service Refining Co., Lake Charles, La...| Light and heavy oil, | Up to 1,200° 


Cities Service Oil Co 
Pampa, Tex. 
Ponca City, Okla. 
East Chicago, Ind. 
Colonial Beacon Oil Co., 
Continental Oil Co 
Lance Creek, Wyo. 
Tulsa, Okla. 
Glen Rock, Wyo. 
Ponea City, Okla. 
Ville Platte, La 
Copolysaer Corp., Baton Rouge, La.......--..-- 
Esso Standard ee ee es 
Bayway, N. J. 
Baton Rouge, La. 
Baltimore, Md. 
Globe Oi] & Refinery Co. ....................-. 
Lemont, I! 
Bay City, Mich. 
Holland, Mich. 
Gulf Oil Corp 
Philadelphia, Pa, 
Cleves, Ohio 
Toledo, Ohio 
Hydrocarbon Research, Olean, N. Y...........- 
Imperial Chemical Co., England 
Imperial] Oil, Ltd., Montreal, Canada. -_......... 


Eeverett, 


Leonard Refineries, Alma, Mich 
Magnolia Petroleum Co., Chaison, Tex. 
McColl Frontenac Oil Co., Montreal, Canada... 


Mid Continent Oil Co., Tulsa, Okla............ 


Mohawk Refining Co., Newark, N. J..........- 

Pan American Petroleum Corp., Destrehan, La 

Pan American Petroleum & Transportation 
Co., Texas City, Tex. 

Phillips Petroleum Co., Kansas City, Kans_.../. 


Plymouth Oi! Co. Sinton, Tex.......-...-.-..- 
Polymer Corp., L td., Sarnia, Ontario.......... 
PaO Gn OOD. |, . <occscondectnibavccdusknkeetinaede 


Heath, Ohio. 

Smiths Bluff, Tex. 

Toledo, Ohio. 

Depew, Okla. 
Rock Island Refining Corp., Zionsville, Ind_..-. 
Roosevelt Oi] Co., Mount Pleasant, Mich. ..... 
Root Petroleum Co., El Dorado, Ark..........-. 
Shell Oil Co 

Deer Park, Tex. 

Watson, Calif. 

Norco, La. 

Roxana, Ill. 
Shell Refining & Marketing Co., Ltd_.........- 

Liverpool, England. 

London, England. 
Sinclair Refining Co 

Marcus Hook, Pa. 

East Chicago, Ind. 

Sinclair, Wyo. 

Tex. 


dry catalyst, gas. 
Ligth and heavy oil, 
dry catalyst, acids. 


Lishé “and heavy oil, 
steam. 


Acids 
Heavy oil, dry catalyst 


Light and heavy oil... _- 


Light and heavy oil, dry 
catalyst. 


Light and heavy oil, dry 
catalyst. 

digs @pcubugeniiintiediiies 

Crude oil 

Light and heavy oil, dry 
catalyst. 

Light and heavy oil, dry 
catalyst, gas. 

NU bocditiinwnsees 


Light and heavy oil, 
dry catalyst. 


Light and heavy oil, 
~~ catalyst, crude 
oil. 


SAG Bild cintinsentivtmiens 
al RS hh ES. 


Light and heavy oil, 
dry catalyst. 





Corpus Christi, 

CI ee ee 
Skellytown, Tex. 

Lyman, Okla. 

EI Dorado, Kans. 





Up to 750°. ..... 








Pressur: 
(pound 


150 


150 


150-300- 


how 


150-300-600 


150-300 


aK) 
300-4 
150-300-400 


130 

00 
150-300-400 
150-300 

1) 

300 600 


300 


1w 


1 
150-300-400 


° 
300 
300 
™~ 


150-300-600 


150-300 


150-300-6% 








Sul 
Te 


Tic 


Ute 
Wo 


Ark 
Car 


Em 
Ess 

B 
Gre 


Hw 
Mo 
Ohi 


She: 


Shel 


sinc 


Sine 


Tex: 
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Wedgeplug all-purpose steel valves—User and serviee list—Continued 
REFINERY—Continued 























Temperature Pressure 
Name of customer Material handled (F.) (pounds) 
Socony- vee oa Asphalt, steam-jackcted | Up to 500°___._. 150 
Casper, Wyo. valves, light and 
Augusta, Kans. heavy oil. 
East St. Louis. Il 
Standard Oil Co. (Callfornta), Taft, Calif__...... See ease le ae 600 
Standard Oil Co. (Indiama)-_.................... Light and heavy oil, dry | Up to 1,200°____. 300 
Casper, W yo. catalyst. 
Whiting, Ind. 
Sugar Creek, Mo. 
Wood River, Ill. 
Standard Oil Co.—Lago Oil & Transport, | Heavy oil, dry catalyst..| Up to 750°____. 150-300-600 
Aruba, Dutch West Indies. 
Sun Oil Co., Mareus Hook, ween Up to 1,000°__. 150-300 
Texas Co. OES aE Gia, tit and Boa Up to 1,200°__. 150-300-600 
Port Arthur, Tex. dry catalys 
Wilmington, Calif. 
Lockport, Il. 
Casper, Wyo. 
Tulsa, e. 
Westville, N. 
Tidewater Asbociats <d Oil Co., Drumright, Okla_| Heavy oil. ............-. Up to 1,000°_____| 600 
ERE ER ESE TE i a a, Ke 300 
Orcutt, Calif. 
Norwalk, Calif. 
Utah Oil Refining Co., Salt Lake City, Utah..... er mes ont heavy oil, | Up to 1,000°___. 300 
dry catalyst. 
Wood River Oil & Refining Co., Hartford, D1._..| Light oil, dry catalyst.__| 1,200° and above 300 
| | 
PIPELINE 
dete cnincnecneiniddtinnnione | Heavy oil. ..........-. ..-| Up to 500°_.... 150 
Carthage, Tex. | 





Wascom, Tex. 
Se a ST icine sarniniatideiagecis Atmospheric._-__| 300 
Seminole, Okla, | 
Stamps, Ark. | 
Empire Pipe Line Co., Sourlake, Tex_.......... ia EERE A “ee & 6c0 
Esso Standard Oil Co., Pipeline Department, Heavy a ae EY eee 600 
Baton Rouge, La 
Great Lakes Pipe SL Light oil and heavy oil__|.....do_......... | 150 








Marshall, Minn. 
Albert Lea, Minn. 
Kansas City, Kans. 
Humble Pipe Line Co., Aransas Pass, Tex =}. Crate of_.._............-}.---- | ere 150 
Mountain Fuel Supply Co. Rock Springs, Wyo Light oil and a heaty J a “Soe 300-600 
Ohio Fuel Gas Co., Pavonia, Ohio... 0 ERE Se pr ease | 300 
Pure Transportation Co., Seminole, Okla_____- aaa NI inex ne dulduinetee SM eS eee 600 
I i oe on * cece toting ey hea ey ee a 600-900 
Sheridan, Tex. 
Eagle Lake, Tex. 
Elk City, Okla. 
Shell Pipe Line Corp.: | 
8 600 
I OBA GAA Sos otdaceedesworous || 300-600 
oe, ee ol 300-600 
REA 5. TR: | 300-600 
RE TE ee | 600 
8 RATES aE SE CEE SSE SS ee 300 
Odessa, Tex. - PLL ELIE | 600 
F redericksburg, SS Se | 300 
. 8 | =) Pa ee } 300-600 
RE a ag | | 150-300-600 
Cn ktabitienchnnecédsvocenness | 150-300-600 








Sinclair Pipeline Co... ........- ERAT eee iia iomibonitces | 600 
Corpus Christi, Tex. 
Carrollton, Mo. 

Sinclair Prairie Oil Co., St. Louis, Okla_...._- 0 

Fe ES Gib ntptnnad cnicndibabativacoscian elt inttntpensetvcnsee 
Hearne, Tex. 
Houston, Tex. 
Port Neches, Tex. | 
Green Bay, Wis. | 
Houma, La. 
Golden Meadows, La. 


| Sa pind | 300 
...do 600 
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Wedgeplug all-purpose steei valves—User and service list—Continued 
GAS PLANTS 





Pressur: 


Temperature 
(F.) (pound. 


Name of customer Material handled 





California Co cal Gas and light oil__. 
Cranfield, Miss. 
Dubach, La. 

Carthage Hydrocol, Ine., Brownsville, Tex. _-. Bronze valves 

Gregg-Texagas Co., Longview, Tex inbcece Ge / 

Hope Natural Gas Co., Cornwell, W. Va_- do iba dt 

Hudson Engineering C ‘orp er eee 
Roxie, Miss | 
Azucena, La. 

Kansas Nebraska Natural Gas Gas. J res 
Otis, Kans 


| 

0, WE a 

Brooklyn Union Gas Co., Brooklyn, N. Y_.....| Gas. ee - ) f bead | 
| 

| 


Palco, Kans | 
MeCarthy Chemical Co., Winnie, Tex. . a Te 
Missouri Natural Gas Co., Farmington, “Mo ae bere” ; | 
Northern Natural Gas ine ee ccecaks . : . aa 

Paullina, lowa 

Superior, lowa 

Mankato, Minn. 

Odessa Natural Gas Co., Odessa, Tex 

Public Service Co. of Northern Illinois, Wau- 
kegan, [ll 

Shell Oil Co., Ine 

Bakersfield, Calif 

Provident City (Sheridan), Tex. 

Southern Natural Gas Co., East Point, Ga do ne wo 
Stanolind Oil & Gas Co_.__.- detindcaccésencuy GUS GRE GUD Gi. ic. 

Robstown, Tex. 

Superior, La. | 
Jennings, La. I ¢ 

™ 





Tennessee Gas & Transportation Co., Edinburg, 600 


Tex. 
Texas Co., Long Beach, Calif a. .....| Propane and butane. .-_| ..| 150-300-900 
Texas Gas Transportation Co., Dubach, La....| Dust blow~lown Kimespha ric_. 600 





CHEMICALS 
. rn ae ,' 
Allied Chemical Co., Barrett Division, Detroit, | Acids. .-...- — | Up to 500° 
Mich. | 
American Viscose Corp., Meadville, Pa --s| do —— 
Colgate-Palmolive-Peet, Kansas City, Kans....| C hemicals...............|_....do 


Gulf States Utilities Co., Baton i La Acids . * “CEES = 
| 
| 





Heyden Chemical C orp., Fords, N | Chemicals...........- do 
Interlake Chemical Corp., Chicago, Il do a RSE. sr 


| 

wal 
Pennsylvania Ind. C hemical Co., Clairton, Pa__| do... ..do 
Petroleos Mexicanos, Poza Rica, "Mexico... Sulfur, steam jacke ted_ -| do 
Pittsburgh Consolidated Coal Co., Library, Pa_| Gas and chemicals_.....| Up to 1,800°_._- 


U. 8. Industrial Chemical, New Orleans, -.| a ae me, Cll tl 
| 


POWER PLANTS 





Consolidated E ateen Co Stes Up to 500°__. 
Long Island, N. Y. 
Brooklyn, N. Y. 
The James Robertson Co., Ltd., Toronto, i 
Ontario. 





EDIBLE OILS 


Canada Packers, Ltd., Winnipeg, Manitoba Edible oils . 

Humko Co., Me -mphis, Tenn. | Dowtherm need Up to 750°. 
Kellogg g, Spencer & Sons, Edgews ater, ea Weemsne Food ape. aOR Fe. _ 
Kraft Foods, Inc., Chicago, I do 

Procter & Gamble Co., Ivorydale, Ohio | Cc hemicals 
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Wedgeplug all-purpose steel valves—User and service list—Continued 
PAPER PRODUCTS 


Name of customer Material handled 1 emperature Pressurt 

(F.) (pounds) 
Gaylord Container Co., Bogalusa, La .| Paper products Up to 500°______| 150 
International Paper Co., Natchez, Miss .| Gas i | Atmospheric 150 
Kalamazoo Vegetable Parchment Co., Espan- | Paper products... | Up to 500 300 

ola, Ontario, Canada. | 
Neenah Paper Co., Neenah, Wis._...- , == . ---| . | 150 
| 
MANUFACTURER 

Flintkote Co., New Orleans, La Asphalt, steam-jacketed.| Up to 500 150 
Joslyn Manufacturing & Supply Co., Franklin | Asphalt -| .do -| 150-300 


Park, Ill. 
i / 


Mr. Curtis. Our next witness will be Mr. Joseph Chiantella. 


STATEMENT OF JOSEPH CHIANTELLA, CHIANTELLA’S WOOD 
SPECIALTIES, NEW ORLEANS, LA. 


Mr. Curtis. Will you please give the reporter your name, your 
address, and your business. 

Mr. CutanTeLLa. My name is Joseph Chiantella, Chiantella’s Wood 
Specialties, 5016 Howard Avenue, New Orleans, La. 

Honorable Chairman and members, in the past my problem has 
been that the bids are late in arriving, giving insufficient time to 
thoroughly investigate materials, costs, supply, and so forth. This in- 
vestigation requires many hours of time and effort and frequently I 
am unable to submit my bids before opening date. However, it isn’t 
that my requests for bids have not been received by the nec essary de- 
partments in ample time for delivery because we have even sent tele- 
grams on numerous occasions instead of regular mail to speed this de- 
livery. Nevertheless, to this date, I have yet to receive an answer, 
negative or positive, with reference to any of my submitted bids. 

In my opinion, the above is the biggest bottleneck in the securing 
of Government contracts since I have all the necessary equipment to 
successfully fulfill any contract I may obtain. If this = van be 
eliminated, it will mean more success to the small-business man. 

Thank you very much. 

Mr. Curtis. Thank you, sir. 

Congressman Mansfield, do you have any questions ? 

Mr. MansFrevp. Mr. Chiantella, to whom did you submit these 
bids? 

Mr. CurtanTetia. To the United States purchasing office in Wash- 
ington, D. C., Picatinny Arsenal in Dover, N. J., several bids. 

Mr. Mansrtetp. The only suggestion that I can make is that this 
is a pretty bad problem. He has not even received a reply. 

Mr. CurAntTetLa. None whatsoever. 

Mr. MawsrFrevp. I think, Mr. Chairman, that the best thing for 
Mr. Chiantella to do would be to discuss this matter in detail with 
Lieutenant Flickinger when she is through with Mr. Maxwell, and 
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then have the lieutenant report back to us as to what will be done to 
break this problem. 

Mr. Curtis. I think that is very good, a very good suggestion. 

May I ask one question for the record? I notice that you work on 
wood specialties. What do you do? 

Mr. CuIAnTELLA. Well, it covers everything in wood, wooden pal- 
lets, ammunition boxes, dummy charges, and thinks like that. 

Mr. Curtis. I see. About how many employees do you have? 

Mr. Cutantetia. At present I only have five. 

Mr. Curtis. So you really come in the category of small business 
all right, don’t you? 

Mr. Cutanrexta. It is a small business, but my shop is approxi- 
mately 13,000 square feet. 

Mr. Curtis. You can handle it all right? 

Mr. Curanre.ia. I can handle anything. As a matter of fact, if 
the Government were to require, say, 20,000 pallets within 60 days, 
I can give it to them in 30 days. 

Mr. Curtis. Well, we are very glad to get this statement. We have 
had similar complaints, as Congressman Mansfield has said, and if 
you would consult with Lieutenant Flickinger a little later, I think you 
might find it helpful. 

Mr. Dalmas? 

Mr. Damas. I have one question. Have you submitted bids on 
pallets to the Navy, or have you tried to? 

Mr. Cutantretia. Yes; I have submitted close to $200,000 total. 

Mr. Datmas. To the Navy? 

Mr. Cutanretta. Yes; to the purchasing office. 

Mr. Damas. Have you had any difficulty in getting invitations in 
time to submit a proper bid? 

Mr. Cutanretia. In the beginning; yes. But they are about the 
only agency that I do get my bids on time from. Particularly Pica- 
tinny Arsenal. I have not received one from them on time yet. 

Mr. Datmas. Thank you. 

Mr. Cutantre tsa. The only bid I really knew about was January 
20, I think it was, and I went up to Washington myself at the open- 
ing, and that was the only one I really knew how I stood. 

Mr. Datmas. That was a Navy bid? 

Mr. Cutantetta. Yes; the Washington purchase office. 

Mr. Mansrtexp. It should not be necessary for you to have to go to 
Washington. You ought to be able to get the kind of service you ex- 
pect in Washington right out here in the field, and I am sure that you 
very likely will be in the future. 

Mr. Curtis. Thank you very much, Mr. Chiantella. 

Mr. Riley, will you please be sure to see that he gets to see Lieuten- 
ant Flickinger ? 

Mr. Ritey. Yes, sir. 

Mr. Curtis. I will next call Mr. E. S. Clemens of the Clemens Engi- 
neering Co. Is Mr. Clemens here? 

Mr. Barr. He was here and he may be back later. 

Mr. Curtts. If he comes back, will you please let me know? 

Mr. Barr. Yes, sir. 

Mr. Curtis. We will next call on Mr. Herman A. Abry, of the 
National Blow Pipe & Manufacturing Co. 
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STATEMENT OF HERMAN A. ABRY, NATIONAL BLOW PIPE & 
MANUFACTURING CO., LTD., NEW ORLEANS, LA. 


Mr. Curtis. Will you give us your name and your business, please. 

Mr. Asry. My name is Herman A. Abry, and I am with the Na- 
tional Blow Pipe & Manufacturing Co., Ltd. 

We are sheet-metal manufacturers with approximately 40 percent 
of our volume in steel products and 60 percent in aluminum products, 
which aluminum products are controlled by regulation M 7. The 

roducts are listed on schedule A and therefore their manufacture 
is prohibited after July 1, 1951. If we cannot continue our peacetime 
endeavor or if we cannot get a war contract, what do we do 4 

We have not been able to get a war contract although we have bid 
on four products that we knew we could make. We have been told 
we were too high, although our bid was very little over prime mate- 
rial and labor cost. We do not understand how the others can be so 
low. 

If you will turn to the second page, I have a little additional evi- 
dence on the war contracts. You will find there four columns. On 
the one to the right, the papers were all received too late, and we sub- 
mitted a very highly qualified bid. 

In the packing box, which is MK VII, we figured the materia] 
alone, as you can see, at $980,000, and the bid went for $764,000. 

In the case of M19A1, revised, the material cost was $476,000, and 
we were notified that it was let for $480,000. In other words, the 
bid went for $480,000, or $4,000 over the prime material cost. 

The M19A1 is similar to the other, but it is 1 inch larger in diame- 
ter and 2 inches taller and requires 20 percent more material. 

During World War II we received for the M 13, which is the one 
that is similar to the M19A1, $3.43 per unit, or $3.437 per unit. We 
are at a complete loss to understand how the M19A1 can be manufac- 
tured for wale 56 cents more at this time. 

Briefly speaking, gentlemen, I think that we ought to be given some 
kind of explanation as to this bidding, because there must not be a 
meeting of the minds somewhere. 

Even if we were awarded a contract we would still have a financing 
problem as our banks will refuse to finance it under present laws 
that make him responsible for the payment of our debts. 

Mr. Mansrtetp. Were you here this morning? 

Mr. Apry. Yes, sir. 

Mr. Mansrievp. When it was brought out that something was being 
done about this banking procedure? The bill to do so had already 
passed the Senate, and we were informed that it was reported out by 
the Judiciary Committee. 

Mr. Asry. That does answer the problem. While we are on the 
testimony, though, I just wanted you gentlemen -to see what is be- 
clouding the issue. 

Mr. Curtis. We are glad to get it on the record. 

Mr. Asry. When we found that the bank would not finance the 
contract, we tried to see what we could do about a Government loan, 
and on the last page we finally found the steps required, and you can 
see that there are exactly eight of them. 

First you must make an application to the local bank, then the bank 
requires more information and it goes to the Federal Reserve bank. It 
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then transmits the application and information to the Federal Reserve 
bank as I said, and the Federal Reserve bank will transmit the appli- 
‘ation to the Defense Production Authority in Washington. Then 
the Defense Production Authority transmits the information to the 
Special Finance Service. Then the Special Finance Service requests 
the administrating office to endorse the application and give a cer- 
tificate of eligibility. Then if it is approved the Federal Reserve 
bank is notified, and then the Federal Reserve bank notifies the local 
bank. 

In other words, you just go crazy trying to get that kind of a loan. 
That is an excerpt that was taken from a letter of a Government 
official on — financing, and I don’t know whether it is confi- 
dential or not. I don’t want to reveal the source, but those would be 
the steps needed to take a loan. 

You can see why the gentlemen were complaining, and those people 
did not know why they were not getting it, but this is an answer as 
to why they were not getting the loan. 

In view of this problem, it is my humble opinion that even if we 
were awarded a contract we would still have a financial problem as 
our banks will refuse to finance it under present laws that make him 
responsible for the payment of our debts. I just wanted to emphasize 
that. 

Mr. Mansrrecp. What you have in mind is the same complaint we 
have heard all over the country, to the effect that some people will 
make a low bid just to get a foot in the door and to be considered more 
favorably from that time onward. They may not be effective or 
manufacture as good a product as you do, but m that way they will 
beat you out of business that you think you are legitimately entitled 
to. 

Mr. Asry. Well, if you want my private opinion offhand I will 
tell you what I think, when we received this particular bid, there is 
a clause in there stating that the price will be redetermined, but you 
have an unlimited downward revision, but only a 10 percent upward 
revision. If you miss the bid by more than 10 percent you are out. 

That clause is probably stricken from the other guy’s contract. 

Mr. Mansrrexp. It should not have been. 

Mr. Asry. In other words, if that is taken out they would have an 
advantage. 

Mr. Curtis. Can you supply us with some of these actual bids that 
you made so that this committee could follow through on them? I 
mean, I don’t mean right at this time, but I am just asking you 
whether vou do have them. 

Mr. Apry. I have them right here, sir. 

Mr. Curtis. Well, after you have finished testifying I am going to 
ask Mr. Riley to confer with you so that we can get some of those 
and actually follaw through on them, because we have had other 
examples of those, and we want to know what is going on here. We 
don’t understand it either. 

Mr. Aprry. I think we ought to be due an explanation, if we are 
misinterpreting blue prints. 

Mr. Curtis. We think so, too, and we have heard this same problem 
in other places, enough so to convince us that it really needs looking 
into, and we do appreciate your calling it to our attention. 
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Mr. Asry. Thank you. May I proceed? 

Mr. Curtis. Yes. 

Mr. Asry. In view of these conditions we make the following sug- 
gestions that we think might alleviate the problem: 

(1) Abolish schedule A of M 7 that prohibits the manufacture of 
certain articles. Limit their production to 25 or 50 percent of their 
base-period volume, but do not put these companies out of business. 
It is too hard to get back up. 

(2) Have the Government officials scrutinize all bids submitted 
for reasonableness and to reject the extremely low bid if it appears 
out of line or impossible to manufacture at that price. 

And now, my question No. 3 has already been answered by the 
other member of the committee. 

Mr. Curtis. Thank you very much. Do you have any questions, Mr. 
Mansfield ? 

Mr. Mansrtetp. No questions. 

Mr. Curtis. Mr. Dalmas or Mr. Riley? 

Mr. Datmas. I have just one comment on order M-7. 

The committee held a hearing on March 20 on that, and succeeded in 
getting the death sentence clause deferred for a time, and it has since 
been deferred on two other occasions. The recommendations that the 
committee has made to NPA are somewhat along this same line, that 
the quantity of aluminum be cut somewhat in line with your sug- 
gestion, but that permission be given to use it for articles that you 
desire to manufacture. 

Mr. Apsry. May I answer you on that? 

Mr. Damas. Yes. 

Mr. Asry. We are glad to hear you say that. We hoped that we 
could get some relief. Actually, under schedule A of M-7 it is 
virtually impossible to operate. It takes 3 or 4 months to get alu- 
minum in, and when you are given 1 month’s relief, you are 30 days off. 

Mr. Mansrrevp. Except that it offers some hope, and Mr. Dalmas 
brought out the fact that the committee is trying to alleviate the 
situation along your lines of recommendation. 

Mr. Curtis. Mr. Riley? 

Mr. Rirey. I will get together with you later. . 

Mr. Curtis. You may go back to the rear of the room and discuss 
matters. 

(The material handed to the committee by Mr. Abry to follow dur- 
ing his testimony is as follows :) 

May 1, 1951. 
Mr. ArTHUR GRAHAM, 
Post Office Box 1460, 
New Orleans, La. 

Dear Str: We are sheet metal manufacturers with approximately 40 percent 
of our volume in steel products and 60 percent in aluminum products, which 
aluminum products are controlled by regulation M-7. The products are listed 
on schedule A and therefore; their manufacture is prohibited after July 1, 1951. 
If we cannot continue our peacetime endeavor or if we cannot get a war con- 
tract what do we do? 

We have not been able to get a war contract although we have bid on four 
products that we knew we could make. We have been told we were too high, 
although our bid was very little over prime material and labor cost. We do not 
undrestand how the others can be so low. 

Even if we were awarded a contract we would still have a financing problem 
as our banks will refuse to finance it under present laws that make him responsi- 
ble for the payment of our debts. 
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In view of these conditions we make the following suggestions that we think 
might alleviate the problems: 

(1) Abolish schedule A of M-7 that prohibits the manufacture of certain 
articles. Limit their production to 25 percent or 50 percent of their base period 
volume, but do not put these companies out of business, It is too hard to get 
back up. 

(2) Have the Government officials scrutinize all bids submitted for reason 
ableness and to reject the extremely low bid if it appears out of line or im 
possible to manufacture at that price. 

(3) Amend the banking laws so these contracts can be financed by the loca! 
banks on the same basis that the contracts were financed during World War I! 

Very truly yours, 
NATIONAL Biow Pire & MANUFACTURING Co., L7D., 
HERMAN A. ABRY. 


New Or.eans, La., May 3, 1951. 


Comparison of bid price with amount of award 





Packing | Cartridge,| 2%, | Box, 0.50 
original 








box MI9Al1, 
MK Vil revised | M2Al 

| Ea eee ee ee Oe $980, 000 $476, 000 $476, 000 
EE CE ans whnatedhooniiiabdiaie piemantietgiectibusmninad 113, 000 83, 000 83, 000 Paners rx 
TT RET OE OLIN TILT 127,000 | 153,000} 137, 000 | [° SPCNS. Fe. 
ee Se a aa 106, 000 93, 000 89, 000 too late 

a oe ea > ee 1, 328, 000 780, 000 782, 000 
SU BOE UO sda nccenadnetebiteéamnsebtitightestcmehn VEE Inasuncsusise 480, 000 

















NATIONAL Bow Prez & MANUFACTURING Co., LTD., 
New Orleans, La. 

The M19A1 is similar to the M13 manufactured by us during World War II, 
but is 1 inch larger in diameter and 2 inches taller and requires 20 percent more 
material. 

During World War II we received for the M13 $3.437 per unit. We are at a 
complete loss to understand how the M19A1 can be manufactured for only $0.56 
more at this time. 


New OrRzeans, La., May 3, 1951. 
The Select Committee on Small Business of the House of Representatives: 

Excerpts from a letter from a Government official on contract financing- 
guaranteed loans. 

(1) Contractor makes application at his local bank for guaranteed loan. 

(2) Bank to require detailed information. 

(3) Bank will then transmit application and information to Federal Reserve 
bank. 

(4) Federal Reserve bank will transmit application to Defense Production 
Authority in Washington. 

(5) Defense Production Authority transmits information to Special Finnance 
Service. 

(6) Special Finance Service request administrating office (source of contract ) 
to endorse application and give a certificate of eligibility. 

(7) If approved Federal Reserve bank is notified. 

(8) Federal Reserve bank notifies local bank. 

Gentlemen, with eight separate steps to be taken, it is my private opinion 
that 6 to 8 weeks would be the least amount of time that would be required to 
secure a loan. And once we have been awarded a contract, we cannot wait that 
long. Z 

NATIONAL BLow Pire & MANUFACTURING Co., Lp. 
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Mr. Curtis. Mr. Robert W. Jeffrey, of Daniel Jeffrey & Son, 
Jeanerette, La. Is Mr. Jeffrey here? 
(No response). 
If he comes in later will someone please notify me. 
Mr. Joseph Rankin, of Supreme Products Co. 


STATEMENT OF JOSEPH A. RANKIN, SUPREME PRODUCTS, CO., 
NEW ORLEANS, LA. 


Mr. Curtis. Will you give us your name, your address, and your 
business, please ? 

Mr. Rankin. My name is Joseph A. Rankin, and I am with the 
Supreme Products, Inc., 2711 Tchoupitoulas Street, New Orleans 13, 
La. 

Mr. Curtis. You may proceed with your statement. 

Mr. Ranxrn. Honorable Chairman and members of the congres- 
sional committee, we consider it a privilege to have been granted the 
opportunity of placing our case before you and we trust that your 
efforts will be instrumental in helping our little company out of its 
present difficulties. 

The writer, who is president of the above-named corporation, has 
been authorized by the stockholders to speak in their behalf. We are 
a small corporation organized in 1949 in the State of Louisiana, and 
we have a plant at the “above address, fully equipped to manufacture 
all kinds of jellies and preserves in consumers’ sizes as well as insti- 
tutions and Cokeee, i in quantities up to 8,000 pounds per day. The 
writer, in charge of operations of this company, is a food c ‘hemist with 
38 years’ experience in the industry. At no time during his connec- 
tions with various small or large organizations did he have any pure- 
food violations, and reports in the hands of the stockholders testify to 
his integrity and knowledge of the business. 

We are, however, not doing enough business to cover the expenses 
of the plant because our brand is not well established yet. We have, 
therefore, placed our name on the mailing lists with the various 
agencies of the Office of Army Procurement for negotiated bids, but 
so far we have not been successful in obtaining any bids. We know 
that large companies have been awarded extensive contracts for the 
Army and they are working up to capacity, and we cannot under- 
stand why we have not been awarded a bid. We are willing to accept 
prime or subcontracts. We can get all the financial assistance neces- 
sary to carry out these contracts. If necessary, we might also consider 
placing our plant at the Government’s disposal. We cater only to the 
wholesale. We have not, so far, been atfected in any way by price 
controls or rationing. 

At the coleanmmemaiion of the chamber of commerce we have placed 
our name on the mailing lists with the various agencies of the Office 
of Army Procurement for negotiated bids. So far we have not been 
successful. 

We trust that through your efforts we will be able to participate 
in the defense program, which we feel we are capable of and justly 
entitled to. 

Thank you very much for listening to me. 

Mr. Curtis. Thank you, sir. 

Congressman Mansfield ¢ 
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Mr. Mansrrecp. Mr. Chairman, it would appear to me that Mr. 
Rankin has a problem which may well be answered by someone who 
would represent the Quartermaster Corps of the Army, or similar 
departments for the Navy or the Air Force. 

EisSertanntaly, we do not have anyone in any of those three cate- 
gories with us, but perhaps Lieutenant Flickinger might be able to be 
of assistance to you later this afternoon. 

Mr. Curtis. Yes. You saw Lieutenant Flickinger there. Might | 
ask, who have you been in contact with locally ¢ 

Mr. Rankin. Well, locally they suggested that we write to Chicago 
and New York, and we did that. We asked to be placed on the ane 
lists only recently, though, and I know of a large company that got : 
very large order, in fact, they are working overtime, and we didn't it 

anything. 

Mr. Curtis. Mr. Dalmas? 

Mr. Datmas. You requested the Chicago Quartermaster to allow 
you to bid on their needs for jellies, preserves, and marmalade. How 
long ago did you ask them? 

Mr. Ranxty. Two months ago, and also New York. 

Mr. Datmas. The Chicago Quartermaster buys most of those food 
products for the armed services. They buy for all services. Did you 
receive any reply from them whatsoever ? 

Mr. Ranxrn. I did not, but my name has been put on the mailing 
list. 

Mr. Damas. But you received no invitations to negotiate on any 
food products whatsoever ¢ 

Mr. Ranxty. Nothing at all. 

Mr. Daumas. Well, that is rather surprising, because the Chicago 
Quartermaster, I will say for them, that they do deal with small- 
business concerns a great deal. 

Now, you speak of your competitors, your larger competitors, get- 
ting contracts. U ndoubtedly that is because they have been able to 
have somebody in Chicago watching these requisitions when they 
come through, and they put their name right in the pot in order to 
negotiate. 

One of the things that the committee has been trying to do is to get 
this information into each of the offices of the armed services through- 
out the country, whether it be Navy, Air Foree, Army, or what have 
you, so that every section of the country will have that information. 

I think this points it up pretty well that the big man can station 
somebody there and watch for the requisitions to come through, and 
be there ready to negotiate, while the small manufacturer of jellies 
gets his name on the lists, and that is all that ever happens. He can- 
not afford to station a man there, and that is the reason why it is all the 
more necessary for this information to be in one spot in each office 
in each city in the United States. 

Mr. Curtis. Yes. That has been the position of our committee, 
and I think that we will eventually be able to get that thought across. 
There is no reason why your company should have to have a _ 
sentative sitting up there in Chicago. 

In the meantime, though, I think that we might be able to be of a 
little help to you if you will see Lieutenant Flickinger when she is 
finished over there this afternoon. 

Mr. Ranxry. Thank you very much, sir. 
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Mr. Datmas. I will speak to her, Mr. Rankin. Will you come with 
me, please. 
Mr. Curtis. Mr. Pellerin, will you come here, please. 


STATEMENT OF WILLIS A. PELLERIN, PELLERIN MILNOR CORP., 
NEW ORLEANS, LA. 


Mr. Curtis. Will you please state your name, your business, and 
your address, please. 

Mr. Peciertn. My name is Willis A. Pellerin, of the Pellerin Milnor 
Corp., and we are manufacturers of laundry and dry-cleaning ma- 
chinery. We manufacture laundry washing machines and extractors. 
We are manufacturers of stainless-steel laundry washers in sizes 
25 pounds to 50 pounds dry-weight capacities. We also manufacture 
laundry and dry-cleaning extractors—centrifugals—with basket- 
diameter sizes 17 inches, 20 inches, 26 inches, and 30 inches. The 
attached circulars will illustrate our equipment. The laundry wash- 
ers are our main product. 

As far as we know there are only seven primary sources of supply 
for laundry washers of this type in this country. We have reasons 
to believe that we probably rank first in production volume with 
respect to these washers. 

Equipment of the type we manufacture is used in considerable 
quantity by all branches of the armed services; however, we experi- 
ence considerable difficulties in securing invitations to bid on our 
products. In fact, we find it practically impossible to learn where 
the equipment is being purchased. We have had to mainly rely on 
trade rumors for our information up to now. 

Since procurements for our products are made mainly on the basis 
of bid negotiations we must obviously wait on invitations to negotiate. 
We recen‘ly learned that we had not been invited to negotiate a 
certain requirement because we were not listed or registered in the 
industry mobilization program in spite of several requests made for 
such listing dating back several months. We immediately renewed 
our efforts to be so listed. As far as we know, the requested listing 
has not been made. 

Answers to our letters requesting such listing and dirécted to Wash- 
ington instructed us to make the requests to the district offices. Re- 
quests for listing directed to the district offices are answered with in- 
formation that such listings can only be made by them in the event 
of a specific requirement for our products at the district level. Since 
such requirements apparently never reach the district offices we are 
caught between two ison: Obviously, there should be a way to clear 
such requests at the source where the procurement determination 
originates, 

Entirely by accident we recently learned about a requirement being 
negotiated in California to which we had not been invited.. We im- 
mediately contacted the procurement office there and we were invited 
to call on them. We received excellent cooperation and attention, and 
received assurances that we would be included in all future invitations. 
We were apparently not invited in the first instance because we were 
not listed in the industry-mobilization program. Since there must be 
numerous other district offices relying on the limited industry-mo- 
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bilization listings for sources of supply, it becomes immediately evi- 
dent that we shall continue to be overlooked until such a listing for our 
firm can be made available to all procurement offices. 

It is our high wish to assist in every way possible. We have a file 
in connection with this effort showing a large number of letters that 
were written each time it was suggested it might produce results. We 
are still trying. Attached is a copy of one of many letters that will 
express our offer to be helpful. 

Ve regularly receive the lists prepared by the United States De- 
partment of Commerce; however, the description of the work men- 
tioned is so brief and the bidding date so close at hand by the time 
we receive such lists, there is insufficient time left to enable us to deter- 
mine if we could produce an article that is foreign to our regular 
activities. You will observe in the attached copy of letter we have 
submitted lists of our major tooling. We had hoped to prompt 
requests for bids of such items that any planning engineer would 
recognize as possible to produce with the listed tooling. This has not 
worked out. 

In the light of our own experience thus far, the following sugges- 
tions are respectfully made: 

1. There is urgent need for better indexing of available sources of 
supply for specific items, especially those that would, as in our case, 
be classified as special application items. 

2. With a tooling inventory or a plant survey made by a competent 
planning engineer, full production capabilities could be studied and 
determined in advance to make plant-wide use of available facilities 
and talents to produce items urgently needed. This would avoid 
waste of production capacity, accelerate wartime production and per- 
petuate the operation of the smaller plants. 

3. A correction to enable prompt listing in the industry mobiliza- 
tion program with direction to the originating sources of procurements 
should be immediately made. 

It is hoped that you will look with favor upon some of the sugges- 
tions and observations made. We are at your service if you wish to 
have additional information. 

We wish to thank you for your interest and efforts in behalf of small 
business. 

Mr. Curtis. Thank you very much, sir. This is a splendid state- 
ment, and certainly brings to our attention a real problem. 

Congressman Mansfield, do you have any suggestions? 

Mr. Mansriecp. Yes. Mr. Pellerin, all I can say is that I am in 
wholehearted accord with your recommendations, and I am certain 
that this committee will do all in its power to see that what you recom- 
mend is put into effect. 

Mr. Curtis. Mr. Dalmas. 

Mr. Datmas. Mr. Pellerin, I don’t quite understand why the agen- 
cies told you you had to be listed with the industry mobilization pro- 
gram, because that was a peacetime project which contemplated the 
survey of plants with the idea that if we got into war they would 
know just what could be mobilized. But the current procurement in 
mere mobilization tells you that you have to be registered in the in- 
dustry mobilization program. 

We have heard that in the exact reverse, where a great many manu- 
facturers have been listed in the industry mobilization program, and 
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they were told that the listing was not sufficient, and when they went 
to bid on the current procurement they were told that they h: ad to be 
reexamined and placed in the current procurement program. 

I just bring out those two points for the reason that Lieutenant 
Flickinger had told me that the current procurement program and 
the industry mobilization program, which this committee was going 
to recommend be done, I was told by the lieutenant that once a man was 
registered or examined that he would participate in both programs, 
whatever the eventuality. 

So the Department will undoubtedly have some action on that very 
soon, if it has not already announced it since we have been away. 

I have no questions; I simply wanted to tie that into the record 
with this very real problem that Mr. Pellerin has brought up. 

Mr. Curtis. Thank you, Mr. Dalmas. 

Mr. Riley, do you have a question / 

Mr. Ritey. No questions, but I was thinking, in connection with 
your procurement hearings, it would be rather a good exhibit to have 
copies of this run-around correspondence he has been having, trying 
to get listed, and it would be something typical to give us a factual 
hearing on in Washington. 

Mr. Curtis. Would you be willing to supply that ? 

Mr. Pevvert. I would. 

Mr. Curtis. Well, we are certainly keeping Lieutenant Flickinger 
busy. I would appreciate it if you would talk to her. She may be 
of immediate help to you, and it would be of help to this committee to 
get full details of the situation. 

Mr. Peviertn. I may add, gentlemen, that the information about 
the invitation to negotiate these bids at the level of purchase, we have 
been told on several occasions that the list of those who are selected 
to receive the invitations is limited to those listed in the emergency 
program. 

Mr. Curtis. Who, specifically, told you that? Could you supply 
that to us? 

Mr. Pevierty. Yes; I would be glad to. As a matter of fact, I 
have letters in support of that. 

Mr. Dautmas. It would be very helpful to have all of those names 
and that correspondence, because that is contrary to our under- 
standing. 

Mr. Curtis. I think we might even put those in the record, Mr. 
Dalmas, or at least a few samples. 

Mr. Riley, with the permission of Mr. Mansfield, if you would pick 
out one or two of the representative letters, at any rate, and let’s have 
those in the record at this time. 

Mr. Rirey. All right. 

Mr. Peviertn. Thank you very much. 

Mr. Curtis. Lieutenant Flickinger, I see you are back, and we 
have a problem for you again. Mr, Pellerin, who has just left the 
stand, his main complaint seems to lie within your field, so I might 
pass this over to you. Do you have a copy of his testimony before 
you? 

Lieutenant Frickrncer. Yes. 

Mr. Curtis. Very well. 

Our next witness will be Mr. Ernest Blattmann. 
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STATEMENT OF ERNEST BLATTMANN, PRESIDENT, BLATTMANN 
SHEET METAL WORKS, INC., NEW ORLEANS, LA. 


Mr. Currts. Will you give us your name, your address, and your 
firm, please ¢ 

Mr. Buarrmann. My name is Ernest Blattmann, and I am president 
of the Blattmann Sheet Metal Works, Inc., located at 1001-1025 Tou 
louse Street, New Orleans 16, La. 

I came here with the understanding that I should outline the feel- 
ings of the people that may convert their plants from making a 

certain product to something somewhat different. 

I am very glad to outline below some points which I think explai: 
why small businesses seem to be neglected in getting their fair share 
of orders from the above various agencies. 

We, like many other small firms not employing 500 but 50 to 150 
employees, have contacted and solicited by mail a number of pro 
curement offices and also indicated on some of the catalogs of pro 
cured material possible items we might be able to manufacture. How 
ever, the description is not elaborate enough to judge if our shop is 
well enough equipped to do a certain job. As a result, we request 
plans and specifications which come, often with some delay, only for 
us to realize that our firm is entirely unsuited to do the job, so the 
plans are sent back with thanks and a lot of time lost. 

It appears to me, from my admittedly scant experience of bidding 
but more so from discussion with other shop owners, that the bids 
received on a particular invitation by these various procurement offices 
are very numerous ranging from 30 to 200, even more. These offices 
receive bids far below the | proper value and have to cull out the in- 
competent or loose bidder, indeed a difficult and time-consuming 
effort. 

It appears to me that there are many cases where other than stand 
ard items are needed and where plans and specifications are such 
that a time effort of a competent engineer or estimator of 3 to 10 days 
is required to assemble the cost which in many cases demands securing 
additional prices from other subcontractors. It would be helpful if a 
better way could be found to reduce the terrific cost to the fndioatty as 
a whole of submitting bids. Could this perhaps be modified? Frank 
ly, the solution of the problem is a difficult one, possibly a way might 
be to have such firms submit to the procurement office a complete lay- 
out of a shop with list of available tools and a detailed elaborate de 
scription of the work they have done or can do. This assumes that 2 
practical man, very familiar with that type of work from A to Z. 
would decide who should be requested to bid. There is no point in 
sending plans to a firm that lacks the proper tools and cannot hope 
at this time to secure any equipment to complete the contract on « 
set date. 

All this sums up to the problem of getting suitable inquiries. That's 
the big problem. 

I believe a far greater use could be made of the information obtaine: 
in the mobilization planning program of a few years ago. 

If the Administration is endeavoring to divide the work in o 
localities of the country, the bidding should perhaps be confined, 
some measure, with rotation to different sections of the country. 
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Where some items were manufactured in the past the indication of 
approximate value on the invitation might save a lot of time, rather 
than a manufacturer new in the field attempting to dig out of some 
old records the information we understand in many cases can be ob- 
tained. It would also be helpful to get a report from the procurement 
office who finally secures the order. 

Only a successful firm is a credit to its community and if the process 
of negotiation will again become a universal practice, the Govern- 
ment could not be hurt in assigning contracts to best-suited firms. 
Why not apply this method to relatively small jobs for the so-called 
small business, as well as to big business ¢ 

Mr. Curtis. Thank you very much, Mr. Blattmann, for that 
splendid statement. It poses some very important questions, that we 
have had before, and we are well aware of this problem. 

Congressman Mansfield ¢ 

Mr. MansFievp. No questions. 

Mr. Curtis. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Curtis. Mr. Riley? 

Mr. Ritey. No, sir. 

Mr. Curtis. Thank you again, and I might state that, as you prob- 
ably have heard from listening to other testimony, these problems 
are the ones that we work on, and we hope to get a conclusion along 
the lines you suggest. 

Mr. Buarrmann. It is a difference between a regular manufacturer 
and another shop or another plant that is not exactly manufacturing. 
We are like many hundreds of jobbing shops, during the last war we 
did a lot of war work for different firms, but somehow we have not 
been able to make the connections as yet. 

Mr. Curris. Thank you, Mr. Blattmann. 

We will next call upon Mr. John M. Walton. 


STATEMENT OF JOHN M. WALTON, JR., VICE PRESIDENT AND 
SECRETARY, JOHN M. WALTON, INC., NEW ORLEANS, LA. 


Mr. Curtis. Will you give the reporter your name, your address, 
and your business, please. 

Mr. Wauron. My name is John M. Walton, Jr., and I am vice presi- 
dent and secretary of John M. Walton, Inc., located at 1050 Caronde- 
let Street, New Orleans 13, La. 

We thank you for the opportunity to present our views on the prob- 
lems of small business, and herewith is our statement : 

During World War IIL we enjoyed a contract with the Coast Guard 
for the repairs of certain equipment; this, of course, was based on 
equitable prices and first-class workmanship, which worked to the 
benefit of all parties concerned. 

Today the only manner in which we can secure this work is by blind 
estimate. We have to bid on repairing equipment for all Govern- 
ment agencies without internal examination, which is not compatible 
with a correct and just estimate. 

This system is obviously impracticable, and we suggest that we 
either be allowed to examine the job before making an estimate, or 
contract for all repairs on a fixed hourly labor charge plus parts. 
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Financial assistance in most cases is neither necessary or desired. 
for if the small-business man is allowed to build a reserve, instead of 
being so heavily taxed, he would be in a position to take care of emer 
gencies or planned expansion. A business needs reserve funds. Ap- 
parently the word “reserve” has been replaced by the word “surplus.” 
and this is taxed to the limit. Taxation can destroy the small-business 
man. R 

Effect of price controls and rationing: Everything purchased on 
priority for repairs must be itemized. This is a costly operation for 
small business and customers who must keep records, and in some cases 
increase overhead to do so. 

Gentlemen, that is what I have to present. Those are our views and 
our problems of today. 

Mr. Curris. Thank you very much, Mr. Walton. I might state 
that you have presented a new problem; at least, it has not come to m) 
attention before. 

Congressman Mansfield ? 

Mr Mansrretp. Mr. Chairman, I will say, too, that the first part 
of his statement presents a new problem, and I think that he has a 
good suggestion there as to the working out of a more equitable basis 
by means of which the jobs he refers to could be done with security 
for the armed forces concerned, and with some degree of equity so 
far as your business is concerned. 

About. the second point, financial assistance, if you had been here 
this morning you would understand, of course, that that is some- 
thing which the Ways and Means Committee is now considering, and 
at the present time they are marking up the bill which is to come out 
around the 1st of June. 

I don’t know what will be done there, but I would suggest that 
through your elected Representatives you make representations to 
them which, in turn, can be passed on to the members of the committee 
drawing up the bill. 

A fter the bill is reported out it is too late, because once the bill comes 
out it is a case of voting “yes” or “no,” without the amendments. 

That is all. 

Mr. Curtis. Mr. Dalmas? 

Mr. Datmas. Mr. Walton, I want to understand just exactly what 
you do. Do you repair all types of equipment? 

Mr. Watton. We are in t “the automotive electrical and Diesel fuel 
injection work, sales and service. 

Mr. Datmas. You limit your service to the internal-combustion en- 
gines; is that it? 

Mr. Waxron. Yes, sir. 

Mr. Currts. How about marine engines? 

Mr. Watron. Marine, automotive, and aviation. 

Mr. Datmas. And, of course, when you go in to tear down a marine 
engine and service it 

Mr. Warron. We just use the accessories; in other words, the Coast 
Guard or the Navy have injection equipment to be repaired, and they 

call us up and tell us, and it is on a blind bid. They tell us to let 
them know what it will cost to repair such-and-such equipment. 

Mr. Daumas. Do you bid by the hour or job, or how do you do that‘ 

Mr. Wauron. We don’t know how the other person is bidding, and 
you cannot bid on part; I mean, you can give the labor charge but you 
don’t know what parts will go into the job. 











f 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2271 


Mr. Curtis. There aren’t enough of the items to give you a sort of 
an idea as to what is needed on the repair job; is that correct / 

Mr. Warton. That is right. 

Mr. Datmas. In other words, these are just a few big items. 

Mr. Waxton. Just a few items that come in, and you cannot tell 
exactly what it will cost. 

Mr. Curtis. It does not level off ? 

Mr. Waxron. No, sir. 

Mr. Curtis. There isn’t a sufficient quantity, that is what I am 
trying to say. 

Mr. Warton. To be able to get a nice return from it. In other 
words, you either have to make the price high enough to where you 
lose the bid, to play safe, or 

Mr. Daimas. Don’t they let you look the work over? 

Mr. Watton. In a lot of cases; no, sir. Sometimes machine shops 
bidding for the Government work on repairing engines, they do that, 
and you don’t get a chance to see it at all. 

Mr. Curris. I would think that would be as bad for the Govern- 
ment as well as the man bidding on it. 

Mr. Waunron. It is, because if two companies would collaborate 
it might cost the Government a terrific price. 

Mr. Daumas. You might agree among you, “I will take this job, 
and you take the next one,” so that you would have an escalator clause 
without a contract ? 

Mr. Warron. That is correct. 

Mr. Curris. Mr. Dalmas, you can look into that matter. 

Mr. Davmas. I will be happy to. 

Mr. Curris. Mr. Sherman Lippman of the Latin American Trad- 
ing Co. 





STATEMENT OF SHERMAN LIPPMAN, LATIN AMERICAN TRADING 
CO., NEW ORLEANS, LA. 


Mr. Curris. Will you give the reporter your name, your address 
and your business, please. 

Mr. Lirrman. My name is Sherman Lippman, and I am with the 
Latin American Trading Co., 529 International Trade Mart, New 
Orleans, La. 

Our business consists primarily of exporting wholesale merchandise 
in Latin America. Our business consists primarily of exporting house- 
hold commodities to retail and wholesale merchants in Latin America. 

So far as our experience shows, the national emergency and its con- 
comitant scarcity of materials has had two prominent aflects upon us: 

1. It has caused, naturally enough, new markets for our products and 
a developed demand which was not hitherto enjoyed; and 

2. It has caused many of our sources to either discontinue their 
supplies to us completely or to stringently curtail them. 

One effect has compensated the other. To this point, at least, they 
have done so to a commensurate degree and the over-all immediate 
result has been neither beneficial nor adverse. 

In all truth, we do not feel that our business will suffer to any great 
extent so long as shortages do not reach an extremely critical stage. 

Price controls, however, in our particular case, pose a distinct and 
grave problem: 
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So long as prices are permitted to rise to meet increased demand, the 
demand has a tendency to diminish and producers remain in the posi- 
tion to supply the needs of those willing to purchase at high prices. 
Under these conditions we are in a position on an equal footing with 
other sales organizations to struggle for supplies asl their outlets. 

Where artificial price restrictions are imposed, however, the pic- 
ture changes entirely. Price controls keep prices constant when de- 
mand must of necessity increase. A greater demand develops than 
the manufacturer can meet. It becomes incumbent upon him to fur- 
ther restrict his sales. His problem concerns which customers to 
eliminate and which to retain. 

His decisions in most cases are in favor of his domestic customers 
for it seems to be the tendency on the part of United States manu- 
facturers to protect domestic markets at the neglect of export mar- 
kets. These foreign sales outlets then are lost to European suppliers 
from whom they will be difficult to retrieve even in normal times. 
That this attitude of United States suppliers is wise or equitable is, 
of course, not pertinent to the problem. It does, however, exist, and 
does have its damaging influence upon us. 

It can be expected that under the system of price controls, manu- 
facturers will continue to allot their merchandise to domestic cus- 
tomers; to big customers, and to old customers. Since we are none 
of these, it can be expected that our supplies will subsequently be 
sharply curtailed and our trade vastly hampered. 

Price controls, therefore, serve to affect our business most dis- 
advantageously. 

Mr. Curtis, Thank you very much, Mr. Lippman. This again 
presents a new problem to us, does it not ? 

Mr. Mansriexp. That is all I can say at this time; this is the first 
time we have had this particular problem. 

Mr. Curtis. Mr. Dalmas? 

Mr. Datmas. I would like to ask Mr. Lippman whether or not there 
are price controls on exports. 

Mr. Lippman. Yes, sir. 

Mr. Datmas. How do they operate? 

Mr. Lirpman. Well 

Mr. Damas. I did not understand that the price freeze was on 
goods and merchandise exported out of the country or imported into 
the country. 

Mr. Livpman. Well, sir, I mean, so far as our experience, it in- 
dicates that we purchase from domestic suppliers. They deal with 
us the same as they would a domestic distributor. 

Mr. Damas. Say you are buying an article for shipment to South 
America, are you. limited to the ceiling price for the export of that 
article ? 

Mr. Liepman. Yes, sir. 

Mr. Curtis. Just a moment. Is Mr. Maxwell here? 

Mr. Maxwet. Yes. 

Mr. Currts. Colonel Holly, there is Mr. Maxwell. Will you two get 
together, please. : 

You may proceed, Mr. Lippman. 

Mr. Warren. My name is G. E. Warren, and I am from the local 
office here of ECA. There is at the present time a control which is 
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eliminating exports for contracts already firmly established during 
the price control period. There is also—— 

Mr. Dataas. That is for existing contracts, term contracts ¢ 

Mr. Warren. Right. 

Mr. Lippman. You see, that does not include the transactions of our 
operation. 

Mr. Curtis. Haven't you set up a special department for export in 
the OPS ¢ 

Mr. Warren. That is my understanding; yes, there is an export 
or import regulation which has been put through the mills, but it 
has not been issued yet, but I understand it has cleared some of the 
Washington level. 

Mr. Curtis, It has not come down to the local level. 

Mr. Warren. No, sir. 

Mr. Curtis. I am sure that you will be put in touch with them. 

Mr. Damas. Where is your office? 

Mr. Warren. 1539 Jackson Avenue. 

Mr. Datmas. Why don’t you go to see him and maybe you can iron 
these wrinkles out ¢ 

Mr. Lippman. I understand that is a new regulation. 

Mr. Curtis. That is right. In the meantime we are glad to get your 
statement, and the committee will probably do some further digging 
on that. 

Now, I believe that Mr. Barr has a statement for the record. Is 
Mr. Barr here‘ Do you want to put a statement in the record, Mr. 
Barr ¢ 

Mr. Barr. I have got several of them, and I think I will accumulate 
them until the tail end, and we will save the time of the committee 
in that way. 

Mr. Curtis. That is fine. 

I might state here again that the committee will be glad to receive 
any written statement, which will be inserted in the record of the 
hedtrings, for consideration, and as a matter of fact, if anyone here 
would like to do that who has not got it prepared now, if they can sub- 
mit it to the committee within a week, why, it too will go into the 
record. 

We will now call Mr. A. G. Van Denburgh of the J. R. Quaid & Co. 

(No response, ) 

Mr. Curtis. Then I will call Mr. John Phil Asbury of the Old 
Dutch Paint Shop. 


STATEMENT OF JOHN PHIL ASBURY, OLD DUTCH PAINT SHOP, 
NEW ORLEANS, LA. 


Mr. Curtis. You may proceed, sir. Give the reporter your name 
and who you represent, 

Mr. Assury. My name is John Phil Asbury, of the Old Dutch Paint 
Shop, 2723 South Broad Street, New Orleans, La. 

We, at Old Dutch classified as small business, but with an organiza- 
tion, equipment, and the know-how to handle any defense paint project 
of any size and anywhere, are not getting the cooperation and per- 
centage of business to which we are entitled. 

In quite a few cases we go to the expense of travel and estimating 
on Government projects only to have some postponed or canceled. 
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During World War II we devoted nearly all our time to defense 
work but only after considerable expense in convincing the Govern- 
ment of the value of painting and the continued use of paint on new 
and old construction. (It is obvious the Government has neglected 
the care of new and old construction by not painting same and it is 
costing nearly four times the original cost in repair and paint.) 

We ‘firmly ‘believe if you will check into the small-business men’s 
problems you will find Old Dutch very much alive and plugging for 
the business. (We have contacted by letter and personal call all Gov- 
ernment agencies and can truthfully say, we are not getting the proper 
cooperation. ) 

We have demonstrated over the past years, as painting subcontrac- 
tors and direct painting contractor, our ability to do every type of 
paint work, from large defense jobs to the small job. We offer fast, 
efficient service and can start any job within 48 hours. 

Mr. Curtis. Thank you very much, sir. Congressman Mansfield, 
do you have any questions? 

Mr. Mansrretp. I have no questions, Mr. Chairman, but it just 
seems to be a matter of being considered by bids on jobs, is that 
correct ¢ 

Mr. Assury. Well, now, we don’t always work through the general 
contractor. We go after the plans ourselves, and figure ‘these jobs and 
submit our bid then to the general contractor, if it comes through the 
general contractor. If it is a direct paint contract we submit our 
bid direct. But we are not getting the advance information and get- 
ting plans in time to figure these jobs. 

Mr. Mansrtevp. I see. 

Mr. Curtis. It is my understanding that you are a paint contractor, 
is that right, and that you do the actual painting job? 

Mr. Assury. That is right. 

Mr. Curtis. How about your products, your paint? Do you handle 
paint, too ¢ 

Mr. Assury. No, sir. We sell no paint. We are strictly contract- 
ing. 

Mr. Curtis. Simply a contractor wanting defense and other jobs / 

Mr. Aspury. Yes, sir. 

Mr. Curtis. Have you been in touch with your local NPA agency / 

Mr. Assury. No. TI think we have contacted practically all ‘of the 
Corps of Engineers throughout the South. Now, we are not local, 
we go anywhere in the country, so far as work is concerned. 

Mr. Curtis. I see. 

Mr. Assury. In most instances you have to work through the Corps 
of Engineers. A lot of this work comes through them and other 
Government agencies, providing we get that information. 

Mr. Curtis. Yes. Well, to a certain extent your NPA people can 
help you in channeling some of this and getting information for you, 
and T am not sure whether—does the Department of Commerce, do you 
know, provide information? They ought to provide some information 
along this line. 

Mr. Darmas. I don’t believe they provide information on main- 
tenance'and repair work. I would like to suggest that the General 
Services Administration, the Public Buildings Administration is 
within the province of the GSA. I don’t know whether their policy 
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is to do their painting with their own employees or whether they 
contract it, 

Mr. Curtis. May we have a comment from GSA ¢ 

Mr. Eprens. Most of it is done by the public in GSA. We will be 
glad to take his name and put it on our list. 

Mr. Datmas. Do you have an office in New Orleans / 

Mr. Epens. We have a small office. 

Mr. Datmas. They can take his name and pass it on and see that 
it is put on the bidders’ list. 

Mr. Assury. That would be fine. 

Mr. Evens. When they are on the bidding list they automatically 
receive all bids. 

Mr. Curtis. Can you supply the address of the local office ? 

Mr. Evens. Yes, sir, it is the eleventh floor of the Masonic Temple 
Building. 

Mr. Curtis. Maybe after you finish, if you could get together with 
Mr. Edens of GSA, he will probably be able to give you some infor- 
mation. 

Mr. Datmas. I would like to state for the record that the GSA is 
known as the housekeeping agency of the Government. They handle 
all civilian matters in connection with purchasing supplies, services, 
and the administration of public buildings, and anything that is con- 
nected with a civilian agency. They are as important in their field 
asthe military. We stress the military a great deal, although we are 
prone often to overlook the fact that GSA is one of the principal pur- 
chasers for the United States Government. 

Mr. Curtis. Thank you. Thank you very much for your testimony, 
Mr. Asbury. 

Our next witness will be Mr. Dean Gallagher. 


STATEMENT OF DEAN GALLAGHER, DIRECTOR, RETAIL MER- 
CHANTS BUREAU, NEW ORLEANS CHAMBER OF COMMERCE, AND 
EXECUTIVE VICE PRESIDENT OF THE LOUISIANA RETAILERS 
ASSOCIATION, NEW ORLEANS, LA. 


Mr. Curtis. Will you give your name, your address, and your busi- 
ness to the reporter, please. 

Mr. Gauitacuer. My name is Dean Gallagher and I am director of 
the retail merchants bureau of the New Orleans Chamber of Com- 
merce and executive vice president of the Louisiana Retailers Asso- 
ciation. The headquarters of both associations are located at 315 
Camp Street, New Orleans, La. The board of directors of both or- 
ganizations have authorized me to submit this statement and decided 
that, since this statement results from accumulated data and due 
to the short time allotted for the hearing, individual retailers will not 
appear. : 

In discussing first the matter of essential civilian supplies and 
scarce materials, I would like to call on my experience in the last war 
as director of the Wholesale and Retail Trades Division of the War 
Production Board. 

At the present time the securing of essential civilian supplies has 
not been a problem for the small retailer. Right after the Korean 
situation developed, some scarcities occurred and were caused by 
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overbuying on the part of consumers. Essential civilian supplies be- 
come a very serious problem for the small retailer when goods be- 
come searce. During the last war it was the small retailer located in 
rural areas and their customers who suffered from lack of essentia! 
goods. The priority system which the Government established dur- 
ing the last war was not, except in a few cases, applicable to soft 
lines and all priorities stopped at the wholesale level. This necessi 
tated voluntary allocation by the manufacturer to his large retail 
accounts and to his wholesale customers. The wholesaler, in turn, 
allocated to his retail customers his limited supply. In the case where 
the priority system was employed to secure merchandise, the whole- 
saler who received his goods by means of a rating again allocated to 
retailers based on a voluntary method employed in each case. Prac- 
tically all small retailers buy most of their goods from wholesalers, 
and if wholesalers’ allocation methods eliminated the real small re 
tailer, he did not receive goods. This presents a very real problem 
should scarcities again oceur. We believe that the amount of paper 
work involved in allowing the retailer to use a fill-out form to get 
merchandise would make this prohibitive. On the other hand, the 
officials in Washington and the Congress must devise some means 
whereby some kind of equitable distribution system is established so 
that the many thousands of persons living in rural areas, particularly, 
“an secure the necessary goods to keep up a minimum of living 
standards. 

On the effect of price control and rationing, I would like to begin 
my statement by saying that all means should be employed by the 
officials in Washington and the Congress to avoid rationing shoul 
scarcities develop. Tickets for meat in the hands of a consumer in 
a small area amount to nothing if the stores in that area have no meat. 
As I outlined above, the small retailer had difficulty in obtaining 
supplies whereas the larger stores and chain super markets were more 
fortunate. It is fundamental that rationing tickets were used where 
the goods could be purchased and in too many cases the small retailer 
was standing by helplessly. 

This brings us up to the most important problem facing the smal! 
retailer today and that is compliance with the various price-contro! 
orders which have been issued by the Office of Price Stabilization. 

On all consumer goods price orders issued to date, retailers who 
sell less than $20,000 annually can make their own decision as to 
whether or not they should operate under the General Price Ceiling 
Regulation or can use the margin type of control, which is employed 
in Ceiling Price Regulation 7 or its amendments. Let us pause and 
examine the size of a merchant doing $20,000 in sales per year. He 
is extremely lucky to make a net. profit of 10 percent, or at the most 
15 percent, which gives him a net income from his business of $2,000 
or $3,000 per year. I pay my secretary $3,000 per year. A skilled 
laborer makes many times that amount. 

The average small retailer in the first place cannot read Govern- 
ment regulations. For example, the first price regulation contained 
34,000 words and if he can read them, he can’t understand their per- 
plexities. These orders are not the height of simplicity. In the 
grocery order, I believe there is no cut-off at any volume figure. Now 
after this very small retailer reads general ceiling price regulation, 
he should read Ceiling Price Regulation 7 to decide under which reg- 
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ulation he should, in the best interests of his business, operate. He 
has no expert around and if he hires one, it is very costly. 

It is the unanimous opinion of our board that the small retailer 
be exempt from all price controls, reporting, charting or even from 
reading the orders. We believe that this exemption should include 
all retailers doing less than $50,000 annually. According to the De- 
partment of Commerce figures, there are 1,770,855 merchants in 
America. Of this number over 1,614,000 of them sold a volume of less 
than $50,000 in a year. It seems logical to us that the Government 
could save a tremendous amount of money and have really effective 
control over 100,000 retailers instead of 2,000,000. It is our con- 
sidered belief that the pricing policies of small retailers have no effect 
on the price structure of the country. They could not survive if their 
prices were, in any community, higher than the larger retailers, and 
that competition has far more to do with the pricing of goods sold 
in stores with a volume of less than $50,000 than any order of the 
Office of Price Stabilization could ever do. 

It, therefore, occurs to us retailers in Louisiana that the Govern- 
ment is wasting time and money in the form of payrolls in the price 
office trying to control the small retailer who enjoys the factor of 
offering to his customers service and reliability but is not a factor in 
price setting. 

Most of these small retailers know so little about the order that de- 
spite any effort to help them or threaten them, or the Government 
might even eventually prosecute them, they just can’t do the job of 
living up to price orders. 

We most sincerely solicit the efforts of you gentlemen to consider 
the plight of the small retailer in relation to the problems he is faced 
with on these price-control orders. He is harassed at present and even 
profaned and although he doesn’t want to evade the law he might have 
to, due to the circumstances. 

I might say that we have in New Orleans a very effective price 
office. However, they have been troubled with budget trouble. 

So in conclusion we would like to bring before this committee a 
very serious situation which has developed in the various district 
offices of the Office of Price Stabilization with respect to the dissemi- 
nation of information and sending out the various orders. The 
system being employed is to use the chamber of commerce offices in 
the various cities and the various trade organizations to distribute 
copies. There are many hundreds of retailers located in Louisiana 
that are either too small or for other reasons are not members of any 
trade or local organization. We have discussed this with our district 
office and were informed that the budget did not allow for employ- 
ment of enough persons to see that everyone got a copy of orders. 
We feel that if orders are law and issued by the Government, it is the 
Government’s responsibility to see to it that everyone affected by 
those orders is informed of their existence. 

Mr. Curtis. Thank you very much, sir, for a very fine statement. 

I might state that your suggestion on exempting the small retailers 
was made to us, I believe it was in the hearings in Nashville, by the 
shoe people. Their suggestion was that anyone having a business of 
over $100,000 annually, applying to shoes, but the same argument 
would prevail. 
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I would like to ask one question on that—that would work so long 
as you did not have a scarcity of materials, would it not? 

Mr. Gattacuer. That is right. 

Mr. Curtis. But if there was any scarcity, then it would not work, 
would it ? 

Mr. Gauxacuer. I think in cases of a retailer scarcity, that was 
regulated more or less in the last war by inventory control rather 
than by other methods. In other words, if you can control the in- 
ventories of the larger firms then you are able to distribute merchan- 
dise to the smaller ones. 

Mr. Curtis. If there were not enough to go around, if there were 
not enough shoes to go around, your small retailer, knowing he has 
an article that is very much in demand, and they cannot get enough 
of them from your larger stores who are controlled, he could “jack” 
the price up. 

Mr. Gatuacuer. That is true, in a case like that. 

Mr. Curtis. Personally, I think the suggestion is excellent, and I 
don’t know how the rest of the committee feels about it, but I know 
that this is a very interesting presentation that has been made to us. 

Mr. Gatiacuer. I might add one thing to that, the difference be- 
tween $100,000 and $50,000 in the record that we have been able to 
find out, the difference between merchants doing $50,000 annually and 
merchants doing $100,000 annually, only represents about 9 percent, 
so even if you used $100,000, there would not be too much difference. 

Mr. Curtis. You think that $50,000 is still a better figure? 

Mr. Gatxacuer. Yes. There is not a great deal of difference. There 
is only a 9 percent difference. 

Mr. Mansrte.p. I want to compliment you again on a very excellent 
presentation, and certainly it indicates your background in the old 
WPB, and I think your recommendations are sound ones, and I am 
quite certain that the committee will give them serious consideration. 

Mr. Dalmas. 

Mr. Damas. I wanted to say, following up with what Congress- 
man Curtis had to say, I wondered whether you would want to amend 
your suggestion by saying, “Granting this exemption until such time 
as rationing might have to be put into effect on any particular item.” 

Mr. Gatiacuer. You mean on a cut-off of $50,000? 

Mr. Damas. Yes. 

Mr. GauiacHer. Yes, yes, I think that would be a logical sugges- 
tion. 

Mr. Datmas. Thank you, sir. 

Mr. Curtis. Mr. Riley, do you have any questions? 

Mr. Ritxy. No, thank you. 

Mr. Curtis. Thank you very much, Mr. Gallagher. 

Next we will call Mr. David Mansfield. 


STATEMENT OF DAVID 0. MANSFIELD, SECRETARY, LOUISIANA 
RETAIL HARDWARE ASSOCIATION AND MISSISSIPPI RETAIL 
HARDWARE ASSOCIATION 


Mr. Curtis. Will you give the reporter you name and your address 
and who you represent ? 

Mr. Mansrietp. Mr. Chairman, my name is David O. Mansfield, 
and I am secretary of both the Louisiana Hardware Association, now 
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in its thirty-fifth year, and the Mississippi Retail Hardware Associa- 
tion, now in its forty-fifth year. 

Members of these two organizations, totaling about 450, are inde- 
pendent retail hardware merchants doing annual volumes ranging 
from under $25,000 to several hundred thousand. They-are located 
in towns of all sizes with most being in rural areas. 

With the accumulated experience and knowledge of these members 
behind us, we believe we know what controls and regulations are 
needed and workable. The statement I make with respect to price 
controls as they exist now, is the combined judgment of those members. 

Now, I would like to ask to dispense with the reading of this pre- 
pared statement, for this reason. As I left my office I had a call from 
Washington advising me that Mr. DiSalle had called a meeting of 
the hardware trade. That was yesterday. 

I talked to Mr. Leo McCormick this morning, and he is trying to 
find out now just what happened at that meeting and, of course, we 
don’t know. 

This statement was prepared under the conditions existing up to 
the time of that meeting. I would lke to have the statement entered 
in the record in case our hopefulness is just wishful thinking. 

Mr. Curtis. We would like to have it in for that reason also, to 
substantiate what has been done. 

As Mr. McCormick has probably told you, this came about as a 
result of our hearings in Dallas 2 days ago, when we had a little 
independent hardware man on the stand who presented his case clearly 
and forcibly, and his action resulted from that. So, even a little 
person can make the great wheels of the Government move. 

Mr. Mansrte_p. I believe you gentlemen have been out of your 
offices for some time. I imagine when you get back you will find more 
letters from hardware dealers than you have ever found before, be- 
cause when the Office of Price Stabilization issued amendment 2 to 
No. 7 it set the woods on fire for sure, and every hardware dealer in 
the country, without reading the regulation, knew that it was im- 
possible to comply with it. 

We feel strongly that there must be, in times like this, some type 
of regulation and control. We know that price controls under any 
conditions are not pleasant, and if there are any errors in setting 
up basic controls it is going to disrupt distribution and production. 
Every care must be taken in setting down those controls. 

I think that Congress when it wrote the Defense Act recognized this 
when they inserted the provision that the agency charged with ad- 
ministration must consult with the trades. 

For the record, I want to say positively that the OPS did not con- 
sult with the hardware trade when regulation 7 was written nor its 
amendment. In fact, they kept it a secret from us, and they ad- 
mittedly did so. We found out the night before amendment 2 was 
issued, the night of the 4th, and amendment 2 was written on the 
5th, and became effective the 10th. 

Our man confronted the Office of Price Stabilization with that 
fact, and they stated that he was not supposed to know about it; that 
it was a confidential order. 

I will not ask you to read the order; there are 24 pages of confusion 
there. 
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Representative Mansrieip. If I may interrupt there, you say you 
had to talk with Mr. Leo McCormick ? 

Mr. Mansrtexp. I spoke to him this morning, just as we adjourned. 

Representative Mansrieip. Did you talk to him about what he was 
trying to do? 

Mr. Mansrtetp. Yes, and I think he is trying to find out from 
Washington what happened yesterday. 

Representative Mansrieip. I would say if what he hopes is going to 
happen, and if it does happen, that the hardware Be ese owes a 
debt of gratitude to a little fellow by the name of Jap Lucas in Dallas, 
Tex., who came before us, and in no uncertain terms told us what 
the problem was. He was a small hardware dealer with $70,000 out 
on credit, and his business future was at stake. He had eight or 
nine thousand items, and four or five people in the store to contend 
with. 

Because of his story, he and Mr. McCormick got together, and 
Mr. McCormick called Washington, and because of that these things 
are happening now, and we hope and we think they will come out 
in a way much more satisfactory than had been the case. 

So, don’t forget the name of Jap Lucas when you go home. 

Mr. Mansrrevp. Yes, I received that information from Roy Souder 
of the Texas Association. We believe this is going to be straightened 
out. So, what I am primarily interested in now is let’s not lock the 
barn door after the horse has gotten away. Let’s see that it doesn’t 
happen again. 

Representative Mansrreip. That is right. 

Mr. Mansrrecp. If a man could read this, I would like to have 
them explain it. No OPS office has been able to do it. “Rule 6. (If 
you coal get your chart in on time) articles belonging to a category 
where your chart has at least three categories in the same group of 
categories.” What does that mean? 

Then if you will read the next two columns you are supposed to find 
out, but you don’t in there, and then you turn to the amendment, and 
you found out that they forgot to give hardware a number. 

Representative Mansrrecp. Well, Jap Lucas did a good deal in 
bringing all that to our attention in Dallas, Tex. 

Mr. Mansrietp. We do not ask for an exemption under price or any 
other control. I think you know the hardware lines are first hit in 
any emergency. We don’t want an exemption for the retailers under 
$50,000 or $100,000 or $10 million. 

We believe sincerely that there are two basic causes for consumer 
prices going up—labor and raw materials. 

The last war proved that you cannot put on a ceiling price and 
expect to control labor and raw materials. We believe that if a dollars- 
and-cents ceiling price were placed at the manufacturer’s level, which 
definitely means controlled labor, and raw materials, that within a 
matter of a few weeks, depending upon the trade, as to its inventor) 
turn-over, the wholesale and retail prices will adjust themselves base«| 
upon those fixed replacement costs. 

The consuming public then will police that type of price contro! 
better than 10 million price-control men, and at less expense to the 
taxpayers. 

I don’t think it is possible to put a ceiling price at the retail level; 
and, even if we would follow the administration’s thinking, the cost 
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can go up, but retail prices cannot, and a law of that type just will 
not work. 

The Office of Price Stabilization did not benefit from the experi- 
ence of OPA, evidently. They found that those types of orders were 
not workable. 

The first one they issued, the general freeze order, did not take 
into consideration the lag between retail prices and replacement costs. 
That is why they came out with the marginal type of order, but it was 
not a marginal-type control, because the OPS has the power to give 
it to the manufacturer, or, rather, to give to the manufacturer a dol- 
lars-and-cents advance, and that dollars-and-cents advance can be 
passed on to the consuming public on a dollars-and-cents basis. 

We would like to see price controls at the manufacturing level on a 
dollars-and-cents basis. 

Representative Mansrieip. Well, that is a very good statement, Mr. 
Mansfield. You are from Jackson? 

Mr. Mansrievp. Yes, sir. 

Representative Mansrievp. Off the record. 

(There was discussion off the record. ) 

Mr. Curtis. Thank you very much, sir. 

Now, I see that we have three other persons from the hardware in- 
dustry, and I will read their names off and they can come up together. 

Mr. Howard Cornay, president of Louisiana Retail Hardware Asso- 
ciation, Lafayette, La. 

P. W. Bordelon, national director, Louisiana Retail Hardware Asso- 
ciation, Abbeville, La. ; 

And Francis Voorlhies, Louisiana Retail Hardware Association, 
New Iberia, La. 

Representative Mansrieip. Mr. Chairman, Mr. Vedder is here in 
the place of Mr. Bordelon. 

Mr. Curtis. Very well. 

Representative Mansrievp. He is from New Orleans. 

Mr. Curtis. Very well. 

I thought you all ought to come up, as your statements will prob- 
ably be somewhat similar. 


STATEMENTS OF HOWARD CORNAY, PRESIDENT, LOUISIANA 
RETAIL HARDWARE ASSOCIATION, LAFAYETTE, LA.; MR 
VEDDER, LOUISIANA RETAIL HARDWARE ASSOCIATION, NEW 
ORLEANS, LA.; AND FRANCIS VOORHIES, LOUISIANA RETAIL 
HARDWARE ASSOCIATION, NEW IBERIA, LA. 


Mr. Cornay. I am Howard Cornay, Mr. Chairman, and I would 
like, if I might, to tell you that we just intend to reiterate considerable 
of what Mr. Mansfield was going to present to you. 

As president of the assoc iation, I have been asked by a number of 
dealers to come here and ask for relief, particularly with the Office 
of Price Stabilization, with respect to the OPS; and, since our friend 
Lucas in Dallas did such a wonderful job, probably you won’t remem- 
ber my name as well as you did his, but I am sure with what we heard 
probably our relief is on the way, and we can look forward to not 
having to do that cumbersome job that we were faced with. 

Mr. Curtis. I am satified of that. 
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Mr. Mansrietp. May I make a comment there? I think the Na- 
tional Hardware Association—and I suppose there is such an organi- 

zation ¢ 

Mr. Cornay. Yes, sir. 

Mr. Mansrrerp. I think that the association would do well to put 
Jap Lucas in a very top position. 

Mr. Cornay. Yes. 

Mr. Curtis. And what is your name, sir? 

Mr. Vepper. My name is C. E. Vedder, New Orleans. I suggest 
that you take into consideration segregating small business. I think 
we are out of step here. It looks to me like we fellows way down at 
the bottom in the categories we have been talking about all morning, 
that you have been leading up to us small dealers in the wrong room. 
We fellows on the corner, like myself, who employ about five people, 
and those that do $100,000 worth of business, that you are talking 
about, they ought to be in a separate group. 

I think Mr. Gallagher just mentioned a few moments ago that 
there were about 1,600,000 really small corner retailers, and I should 
think that our problems are a lot different than those of the boys up 
nbove us, and that there ought to be some sort of line drawn, and 
there should be a middle group and then our group at the bottom, 
and if you can meet with our trade associations, and we could go over 
all these difficulties, trials, and tribulations and arrive at something 
for the real, real small operators, like myself, then I think you would 
be getting somewhere. 

Mr. Curtis. Thank you for that statement. 

Mr. Voornies. My name is Francis Voorhies, of New Iberia, La. 
It is a pleasure to appear before you and express myself. 

I am an average retail hardware dealer in a small city, and I have 
been in business for 39 years in the same spot; so, I went through the 
OPA, and everything else, and never had any trouble. 

We like to follow the laws of the country, and we want to observe 
them, and we want to live right. We attempt to sell our merchandise 
at fair prices. A great many of the m: agree Andes today have fair- 
trade practices, : and we follow those. 

Others have suggested retail prices, and we follow those. Our com- 
petitors, the chain “stores, there is a chain store in my instance right 
next door, and they always specialize in low prices. If my prices are 
out of line, my customers tell me in a hurry, and I have to get in line 
or quit selling that article or find how to buy it at a lesser price. 

W only attempt to make an average profit, and we are perfectly 
willing to post our retail prices in plain figures. Our merchandise 
today is marked in plain figures, and if a customer were to say, “This 
is too high, I can buy it down the street for a lesser price,” we check 
into it, and if we are out of line we change the price. 

We attempt to do that, and we have done that; and I think, if I 
had not done it for the 39 years that I have been in business, I would 
not have been in business today. 

My business has grown and my customers are satisfied. We at- 
tempt to serve the city and the surrounding country, and we do them 
a service. 

The edict that was isued to us is almost a physical impossibility. 
We have a limited force. We have short working hours for our help. 
We try to pay them all we can, and if we had to go out and hire out- 
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side people it would be quite a burden on us, and if you saw the aver- 
age hardware store during the course of a day you would say that he 
hasn't got time to make up records. 

An outsider could not dig up the invoices. We buy from jobbers 
and manufacturers all over the United States, and we cannot keep 
that close a track of that material. 

Mr. Corrtis. Thank you very much for your statement, and I can 
assure you that this committee feels that it is businesses like yours 
that are the backbone of this country, and that is exactly what we 
are anxious to preserve. ‘That is why we are holding the hearings. 
I think we are getting some results. 

Congressman Mansfield / 

Mr. Mansrietp. No questions. Thank you very much. 

Mr. Curtis. I think before you leave it would only be appropriate 
for our executive director, who is an old hardware man himself, to say 
a few words to you. 

Mr. Datmas. Mr. Chairman, I am overcome. I have known the 
hardware business for 30 years or more, and I know the difficulties of 
pricing and the problems they have. 

The last gentleman here said that if he got in new help that they 
couldn't find the invoices and soon. I want to say that if he got new 
help they couldn’t even find the merchandise, much less the invoices. 
[ Laughter. ] 

Mr. Curris. Thank you, Mr. Dalmas. 

Next witness will be Mr. William J. Daly representing the Holsum 
Cafeteria, Inc. 


STATEMENT OF WILLIAM J. DALY, REPRESENTING HOLSUM 
CAFETERIA, INC. 


Mr. Curtis. You may give your name and whom you represent, 
Mr. Daly. 

Mr. Davy. My name is William J. Daly, and I am an attorney in 
New Orleans, and I represent in this particular matter Holsum 
Cafeteria. 

Mr. Curtis. Will you give us your ade lress, please. 

Mr. Day. 1320 Canal Building. 

However, the basic problem I have come here to discuss is one that 
does not sole ly concern one cafeteria or cafeterias as a group. Asa 
matter of fact, the problem is one that affects small businesses gen- 
erally under OPS ceilings. 

The large businesses do not suffer too many injustices for the reason 
that they are in a position to maintain someone in Washington, and 
they can go up with an organized beef and tell you what is wrong, and 
why it is wrong, and try to get something done about it. 

But the small business has to thrash it out locally, and if he can- 
not get it done locally he has to violate the law, or else go ahead and 
suffer until it is all over with. 

I do not start out with the principle that the fellows who draft the 
regulations are trying to confuse people. I don’t think that is true. 
I know something of the problems on the other side of the fence. 
During the last war from 1941 for about a year I was on the general 
counsel staff of OPA in Washington, and thereafter came down to 
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New Orleans and was chief price attorney for New Orleans until the 
program terminated. So I know something of the problems that a 
small business faces under price-control regulation. 

Now, the point that is most important is that these small fellows 
cannot possibly go to Washington to get adjustments and things like 
that. We found out the last time that if you cannot delegate authority 
down into the local offices to take care of the small businesses, you are 
putting them in a situation where you either have widespread non- 
compliance, or noncompliance so widespread that you cannot do any- 
thing about it, because we realized the last time, and it will be the 
same obviously this time, that you cannot put most of the people in 
jail in any one particular business. 

If your ad a is not adhered to by almost all of the sellers or 
the vast majority of the sellers your only alternative is to change the 
regulation. 

Now, there is no particularly good reason why these regulations 
that affect local matters primarily, such as restaurants, cannot have 
provisions in there where the sellers who are in difficulty, who have 
cases of hardship, can be handled down in the local office in New 
Orleans, without having to try to fight their way through Washington. 

As a matter of fact, as it presently stands under this restaurant 
regulation there is no provision whatsoever for a restaurant to get any 
relief. Now, that is difficult to understand. 

The last time we had regulations under OPA, while we were actual- 
ly engaged in a war with a number of powerful countries, we felt we 
could still spare the personnel to provide an adjustment of this sort 
of business in the local office. 

We felt that if we would more or less put in effect and keep in effect 
a flat regulation, and not afford any relief to people in legitimate 
hardships, that we would create an intolerable situation, a situation 
where we could not possibly enforce our regulations, because it would 
be so unfair. 

Mr. Mansrievp. Mr. Chairman, may I ask a question at this point ? 

Mr. Curtis. Yes, Mr. Mansfield. 

Mr. Mansriep. Mr. Daly, I recall the OPA regulations during the 
last war very well, and I would be prone to agree with you that in 
certain instances in different parts of the country allowances would 
have to be made. 

No law has ever been passed, that I know of, that had the effect 
that it could be carried out to the letter. 

If it was going to affect the welfare and the livelihood and business 
of some person, then it could not be carried out to the letter. 

As an illustration, we were under the flexible category, under OPA, 
and in my home State we grow some very few vegetables, because of 
a short growing season, and because of that we had to import a lot of 
canned vegetables. 

That created a situation that I thought should be corrected on the 
basis of local difficulties, but nothing was done, and consequently 
because of that and related matters I am in sympathy with what 
you say. 

However, you made the statement that under the present OPS 
regulations that restaurants do not have any basis for hardship relief. 

I would like to ask the Office of Price Stabilization man here just 
what is the situation in that respect. 
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Mr. Warren. Mr. Chairman, at the present time it would be at 
least 4 months before any restaurant would know that he has a hard- 
ship case under the way the present regulation is drafted, because 
it provides that he must accumulate the evidence of his experience 
during that 4-month period, in the case of seasonal operations, or 
3 months on.an annual basis, to compare with his food costs per dollar 
upon which basis the regulation is propositioned. 

So I don’t think there is any hardship anyone can demonstrate 
at the preesnt time in the regulation. 

Secondly, there is provided that there is both a protest to the regu- 
lation, and all indications that we have seen to date is the fact that 
there will be a delegation of authority to regional and district offices 
on certain of the hardship matters. I do not believe that hardship 
will develop for at least 3 months. 

Mr. Daty. First, the basis of the regulation, as I understand it, 
is this: 

Under the regulation in effect during World War II, a restaurant 
was frozen to his particular prices as of a certain date, and if he put 
on new items, why, he figured a new price on the new items. 

Under the present regulation a restaurant is frozen to the raw- 
food cost. In other words, if you sell an item for a dollar you have 
to have as much raw-food price in there as you did during your base 
period. 

They give you two base periods, one the calendar year 1949, and, 
second, you have your option to use the 12 months before June 30, 1950. 

Now, while it is true that a restaurant might not have to actually 
make an adjustment until the end of the 4-month period, nevertheless 
a restaurant must now compute and by April 30 should have filed his 
raw foods, that is, the proportion his raw-food cost was running to 
the selling price per dollar. 

Now, a restaurant that filed a raw-food cost that was abnormally 
high, as for example 52 or 53 percent, will know right then and there 
if they comply with that regulation that they are in trouble right now. 

That regulation goes into effect and they are supposed to be com- 
plying with it. 

The remedy at the end of the 4-month period, if you average out’ 
your sales, and you find you have not maintained the food cost prop- 
erly, then you are supposed to reduce your prices for the next period. 
But, nevertheless, you still would have been in violation. 

So I think actually a person would know now, if he is in a business, 
whether he is on a sound basis or not. 

Mr. Currts. I would like to interrupt at this point. That is what 
I was thinking. In 4 months the patient might be dead, might he 
not ¢ 

Mr. Dary. He might be. 

Mr. Curtis. I don’t quite understand that either. What if you 
actually do have a hardship now, you know you have got it, and you 
don’t have to wait 4 months to know that someone is hitting you on 
the head. 

Mr. Warren. The basis, I am sure, is this: that traditionally in the 
restaurant business some put 20 percent on, some put 40, and some 
60, and all the regulation does is to ask each individual to operate in 
the same way that has been his practice in the past. If it has been a 
20-percent cost of food in the dollar of sales, that is what he should 
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use, and if it has been 40 percent of the food cost in the dollar of sales, 
then he should use that, he continues in that relation, or if it is 60 
he continues with that, and so on. 

Mr. Curtis. It is continuing what he has been doing, and therefore 
it would not start out as a hardship. 

Mr. Warren. That is correct. 

Mr. Curtis. Let us hear the answer to that. 

Mr. Day. The answer is true of every regulation; you freeze a 
man at what he is doing at the time, and you take that as a base period, 
but there never was a regulation that didn’t have to have some sort 
of relief for a fellow who was caught in a bad condition. 

Take Holsum, for example; of course, they came out of World War 
II; first they had on hand a lot of this war-baby merchandise, as you 
call it, and people had to use dextrose instead of sugar, tomatoes in- 
stead of tomato ketchup, and that had to be washed out. 

Then they began a program of trying to promote sales. They were 
going to try to increase their sales. 

Then these base periods come along and catch them at a period 
where they were trying to promote business, going after sales, and 
getting away from the raw-food cost they previously experienced. 

That is the situation where it would seem fair they should be en- 
titled to go back to truly normal food costs, and not be held to a food 
cost which puts them in an unusual position. 

That is not the problem of one cafeteria alone. You will find that 
throughout the restaurants generally, you will find restaurants here 
and there, I know we found it the last time, that for some reason or 
other are caught in a bad situation. 

Maybe they changed their type of business at the base period. 
Maybe they had some low-cost stock at that time. Maybe their rent 
was cheaper than usual. They may have had a special contract, or 
something. 

But the point I am making is that whenever a freeze-type regula- 
tion comes in, you cannot just let the people be subject to it and sit 
there and die, when they cannot make a living under it. You have got 
to have some sort of process whereby they can be heard, and if they 
*have a legitimate hardship case it can be adjusted. 

Mr. Mansrtetp. I would like to ask a question at this point: 

Does the Holsum cafeteria, or let’s make it a little broader: Would 
the association of restaurant keepers in New Orleans, or in Louisiana, 
consider the possibility of getting together and making a set of sug- 
gestions as to what it or they thought would be best to put into prac- 
tice in this particular area ¢ 

Mr. Daty. Personally, I would think this: that you have to start 
off, of course, with the ‘theory of what sore of regulation you are 
going to put on the people. 

Now, if the decision is that in this particular field they are not going 
to try to hold them to their prices as of a certain date, but instead hold 
them to food costs as of a certain date, that theory, of course, pre- 
supposes that the Government is not going to control farm products, 
and it is not going to control raw materials that go into it, for if they 
intended or thought they could control it they obv iously would fréeze 
it to specific prices. 

It would be much easier to police a specific price schedule rather 
than to police this sort of thing. 






































SMALL BUSINESS AND THE NATIONAL EMERGENCY 2287 


If you try to bring suit against them on the problem of a violation, 
it probably would have to be on what they paid for the food. 

Mr. Curtis. Mr. Daly, 1 have a question, too. I want to be sure 
that I am clear on it. 

One of your complaints, or one of your suggestions seems to be 
that there should be more authority vested in the local offices to make 
decisions. Am I correct in that? 

Mr. Day. Oh, that is correct. I think they will more or less even- 
tually follow the pattern they did last time; that is, the regulation 
came out, and ultimately they gave authority to the local office to make 
adjustments. I think they will undoubtedly come to that sooner or 
later. 

Mr. Curtis. I want to say that we have had that come up before, 
and this committee is on record as suggesting that more authority be 
given not only to the OPS people, but also to NPA, to get the author- 
ity out in the field where they can actually make some decisions so that 
the people on the local level can get some relief without going to 
Washington, and I think this certainly would fit into the pattern of 
what we have suggested before. 

I just wanted to be sure that that was your suggestion, because we 
agree with that. 

Mr. Daty. That is the suggestion; the small man cannot go to 
Washington; it is too expensive, in the first place. 

Mr. Mansrrevp. And he should not have to go to Washington. 

Mr. Day. He really should not have to go to Washington in the 
first place, and the problem, which is really a local problem, should 
be passed upon by people in the locality. 

Por example, they could adjust the restaurant price if they feel 
they warrant an arbitrary standard, they could pick a competitor more 
or less of the same type and see what he is doing during the same 
period, and if he checks out with the normal set-up that ought 
to be good proof that they are entitled to what they asked for. 

I was merely using Holsum more or less as an explanation. I 
think the problem is general throughout all small business, and I am 
going to suggest a price control, that unless some means can be set up 
whereby they can get relief at a local level you are either going to have 
widespread violations, which is most likely, because the average busi- 
nessman is not going out of business just because they put something 
in the Federal Registe ‘r saying that they have to sell at a certain price, 
you will have widespread violations or people going broke. 

I am quite sure that the Office of Price Stabilization intends to do 
this, and I think it is something that should be done as fast as possible, 
and probably should have been done at the time the regulations were 
put on. 

Mr. Curtis. We certainly appreciate your statement, and I think 
the committee is generally in accord with that, and we already have 
done something along that line. 

Mr. Dalmas, do you want to make any comments? 

Mr. Datmas. Mr. Riley has a question, and I have a comment. 

Mr. Chairman, may I say for Mr. McCormick in his absence that 
the OPS has only been in existence 12 weeks? 

Mr. Curtis. Yes. 
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Mr. Rizr. Mr. Chairman, I think the inference is from Mr. Daly 
that the OPS is not carrying out the congressional intent to provide 
for adjustments where they aré deemed to be necessary ; isn’t that it! 

Mr. Daty. Well, I think Congress clearly intended to have ad- 
justments. 

Mr. Ritey. But you are saying that the OPS is not carrying out 
that congressional intent. 

Mr. Daty. I think Congress clearly, in the law, intended to, and 
even if they had not spelled it out, it would be the intention that the 
law would be administered so as not to put small business out of busi- 
ness unnecessarily. 

Mr. Curtis. There is no question. Thank you very much for your 
fine presentation and calling our attention to these matters. 

Our next witness will be Mr. Donald M. Halley. 


STATEMENT OF DONALD M. HALLEY, VICE CHAIRMAN, DEFENSE 
LOANS DIVISION, CHAMBER OF COMMERCE, NEW ORLEANS, LA. 


Mr. Curtis. Will you give your name and address and your posi- 
tion for the record, please. 

Mr. Hatiey. My name is Donald M. Halley, and I am vice chair- 
man of the defense loans division of the Chamber of Commerce of 
New Orleans. I am here under a misbranding of goods. I am not a 
small-business man, but a professor of finance and administration 
at Tulane University, and, as I said, I also act in the capacity as vice 
chairman of the defense loans division. 

I had a chance to see the financial problems that have arisen on the 
defense contracts. 

As pointed out here, it seems that the problems have not been pri- 
marily financial problems, but more legal and administrative problems. 

The administrative problems involve both Government and busi- 
ness. It has naturally taken time for Government agencies, the Fed- 
eral Reserve banks, commercial banks, and business firms to study the 
laws, regulations issued, and obtain interpretations on doubtful 
issues. It has also required time for governmental agencies not pre- 
viously involved in financing business to establish sections for handling 
such matters. 

The uncertainty of the liability of commercial banks making loans 
under Government guaranties, the V loans, has been clarified by the 
act recently passed and sent to the President for his signature, which 
modified the Assignment of Claims Act of 1940. 

Some Government agencies and businessmen have not been aware 
of the importance of banks having copies of the defense contract 
before working out the details of a loan. 

Mr. Mansrretp. Professor, I think there that Mr. Dalmas ought 
to explain the status of this matter. 

Mr. Datmas. Mr. Halley, we have been following this assignment 
of claims amendment very closely, and the latest information we had 
was this morning that the assignment of claims, or the amendment to 
the Assignment of Claims Act of 1940 had passed the Senate and jad 
been reported out of the Committee on the Judiciary. 

Mr. Ritey. I understand from Mr. Bartlett that it has passed the 


House. 
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Mr. Barrierr. Yes, I was talking to Washington just a few mo- 
ments ago. 

Mr. Curtis. Yes, let’s hear about it. 

Mr. Barrier. In conference they approved the House bill almost 
in its entirety, and that the bill went to the White House for signature 
Wednesday afternoon. 

Mr. Curtis. That is fine. Thank you. Proceed, Professor. 

Mr. Datmas. We are glad to have that correction, and glad to know 
that it has been done. 

Mr. Hatitxy. Some Government agencies and businessmen have not 
been aware of the importance of banks having copies of the defense 
contract before working out the details of a loan. It is clear that a 
contract cannot be assigned as collateral to a loan unless the business 
firm involved has the contract. Neither bank examiners nor the board 
of directors would look favorably upon any bank committing itself to 
making a defense loan before a firm has a contract. There are one or 
two instances where that issue arose. 

At the other extreme, a contract might possibly be let with such a 
lack of investigation as to the ability of the firm to either produce or 
obtain any financial help whatsoever due to past record and present 
condition, that no loan funds are forthcoming from any source. 

Delays in makign payments on defense contracts in accordance with 
the terms of the contract can cause and have caused serious financial 
problems. 

Some of the problems have arisen from the fact that contractors 
have not had sufficient equity funds of their own in the business. At 
times some are unwilling to accept funds on such a basis, even when 
available. Possible alternatives would be long-term loans with some 
flexibility in their provisions. 

I think from an over-all picture, as we have seen the thing in ow 
committee, that is more or less of a summary of the few instances 
that we have had presented to us. 

Mr. Currts. Thank you very much, Professor. This has been ex 
tremely helpful to have this in the record. Congressman Mansfield. 

Mr. Mansrieip. Mr. Halley, I want to thank you. This is a good 
sound statement, and we are delighted to have it. I join with the 
chairman in expressing my appreciation for your coming here. 

Mr. Haury. Thank you. 

Mr. Curtis. Mr. Joseph Henderson, national managing director 
of the American Association of Small Business. 


STATEMENT OF JOSEPH D. HENDERSON, NATIONAL MANAGING 
DIRECTOR, AMERICAN ASSOCIATION OF SMALL BUSINESS, NEW 
ORLEANS, LA. 


Mr. Curtis. Will you give us your name and your address, and your 
position, please. 

Mr. Henverson. My name is Joseph D. Henderson, and I am the 
national managing director of the American Association of Small 
Business. 

Before I start I might say that I am chairman of the arrangements 
for this hearing, and therefore I chose to give my testimony last. 

Mr. Curtis. Thank you. You may proceed. 
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Mr. Henprerson. Mr. Chairman, and gentlemen of the Congress, 
and representatives of the Government agencies, | want to thank you 
for this opportunity of appearing before | you. 

I am the national managing director of the American Association 
of Small Business, Inc., with national ee in the city of New 
Orleans, La., and with members throughout the Nation, working in a 
field of nearly 4 million firms, representing over 98 percent of all the 
business units in the United States, each of which employs on an 
average of 10 people, totaling a busineannen-commeiner majority of 
over 40 millions. 

It is very encouraging to the millions of Americans who have faith 
in the survival of our country that representatives of the highest De- 
partment of our Government can and do come away from the Halls 
of Congress to conduct a congressional committee hearing for the 
benefit of the people in our midst. Thank God for our great. repub- 
lican form of Government as expressed in the Declaration of Inde- 
pendence and the Constitution of the United States of America. | 
believe it is fitting and proper at this time to pay tribute to all the 
Members of Congress, especially to those composing the Small Busi- 
ness Committees of the Senate and the House of Representatives for 
their work in the interest of small business. There is one man in 
Congress who is entitled to receive top honors for his pioneering 
spirit in sponsoring legislation—August 12, 1941—to establish during 
the Seventy-seventh Congress the House Small Business Committee. 
The author of this bill, H. R. 294, engineered its approval on Decem- 
ber 4, 1941, just 3 days before Pearl Harbor. He is Hon. Wright 
Patman, chairman of the House Small Business Committee, who has 
been representing the State of Texas in Congress for the past 25 
years. 

I know you are all tired, and I have been sitting here all day too, 
and I am summing this thing up, because we are winding up this 
interesting hearing, and I want to say that the Department of Com- 
merce, the Federal Reserve bank, the Office of Price Stabilization, 
and all agencies and departments of the Government have always 
been most helpful to small business whenever they could possibly 
serve. 

A number of members of the American Association of Small Busi- 
ness have testified here today, and as a matter of interest to you Mr. 
John U. Barr is the one thousandth member of the American Asso- 
ciation of Small Business here in New Orleans. 

I should like to introduce here the words of Mr. Olin Linn, a for- 
mer president and founder of the American Association of Small 
Business: 

The fifth freedom is the essential freedom—the free enterprise of the smal! 
man in American business. His right to go into business, and to remain in 
business must be safeguarded if the American way of life is to be preserved. 

Big business oaks were once little acorns. Big business is the best customer 
of small business and small business is the best salesman big business ever 
had— 
is the way in which our present president, Mr. Allen H. Johness, ex- 
presses the importance of small business in our economy. There are 
many more expressions of faith recorded in our archives by our found- 
ers and members, valiant warriers who are still fighting for our Amer- 
ican way of life, too numerous to mention here. To all that they have 
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said and written I should like to add that under our free private 
enterprise profit system the American Association of Small Busi- 
ness encourages its members to grow and become as big as their indi- 
vidual initiative and ability will permit. 

Now, there have been other members of the American Association 
of Small Business, as well as other individuals, who have brought 
their specific problems to your attention. So in the interest of those 
who are anxious to get out in the sunshine, I shall briefly outline 
some all-encompassing points for your consideration, to the end that 
constructive help be given all small business and professional people. 

First of all I should like to present a brief digest of the objectives 
of the American Association of Small Business. We are: A national 
nonprofit, nonpolitical organization of all small businesses, profes- 
sions, and consumers, dedicated to the preservation of the American 
way of life: 

1. By protecting the United States Constitution and the Bill of 
Rights; 

2. By amplifying our voices in legislative affairs through the ballot ; 

3. By lobbying, legislative service, and action; 

4. By opposition to regimentation, excessive taxation, and extrava- 
gance in Government spending of taxpayers’ money ; 

5. By stopping socialism in the United States; 

6. By educating the people on the advantages of our free-enterprise 
profit. system ; 

7. By special services to groups or individual members; 

8. By promoting power, influence, and mutuality of interest of our 
members. 

Of all the subjects relating to the national emergency to be dis- 
cussed here, the worst the small-business man has to contend with is 
regimentation. He is being called upon to keep more and more rec- 
ords for the Government. Not only must he do this extra work at his 
own expense with personnel he must employ in competition with 
Government personnel procurement. officers, offermg salaries and 
privileges he cannot afford, he is subject to fine and imprisonment 
when he does not comply with these directives. Frequently he is com 
pelled to follow Government regulations difficult to understand and 
forced upon him without his consent or counsel. Here, again, he is 
liable to heavy fine and imprisonment for failure to follow the rules 
laid down by some bright bureaucratic boy safely seated at a shiny 
desk in Washington. I believe this committee ¢an help to relieve the 
pressure of regimentation and record keeping which is being forced 
on all small business and professional people. 

2. Next comes money, that evil thing it is difficult to do without. 
Death and taxes have been mentioned as being the most certain things 
in life. Taxation is fast becoming more pressing on small business 
than death itself. The advantage death has over taxes is that when 
a small-business man dies he does not have to pay any more taxes. 
Of course, his estate, if any, will be called upon to cough up a great 
portion of all that is left after paying for the price of his coffin. This 
committee can help to secure relief by supporting legislation recom- 
mended by the American Association of Small Business to the mem- 
bers of the House Ways and Means Committee to allow a $25,000 
annual tax exemption to all business and professional people, so as 
to enable them to build up a reserve for expansion or decline in busi- 
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ness. We were successful in helping to secure a $25,000 tax exemp- 
tion for excess-profits-tax purposes for all corporations, and this com- 
mittee can continue to suport this item for its inclusion in the current- 
tax bill of the House Ways and Mean Committee also. 

Many small-business men need to borrow money from time to time. 
Banks and other lending agencies are so regulated and limited in their 
policy by Government regulations, they are prohibited from taking 
anything but gilt-edged risks. Risk capital just does not exist. Our 
members have been refused financing by first oné bank and then the 
other, and finally by the Government-lending agencies. It is true 
that some small businesses are not good risks, but when one reads 
of the financial failure some of our so-called expert Government econ- 
omists have been funneling the taxpayers’ Gunde into, one cannot help 
wondering why he cannot get a little much-needed money. 

3. In addition to the relief the $25,000-tax exemptions mentioned 
previously will give to small business and in order to encourage an 
increased flow of risk capital, I submit a few more points for your 
consideration and support in Congress if it meets with your approval. 

4. Removal of capital-gains tax or permit it to remain at the present 
rate, and by no means permit the enactment of an increase. 

5. Remove the word “dividend” from the Internal Revenue Code 
in order to eliminate double taxation. 

6. Repeal that portion of section 102 of the Internal Revenue Code 
which makes its prohibitive for corporations to retain a surplus for 
expansion purposes. 

; Allow more liberal carry-forward provisions of capital losses 
and eliminate carry-back provisions. 

8. Repeal the Walsh-Healey Act and the Bacon-Davis Act which 
make it impossible for many small firms to do business with the Gov- 
ernment. Whenever a small business secures a Government contract 
to manufacture or construct, the payroll is removed from the juris- 
diction of the Fair Labor Standards Act and is placed under the 
directives and interpretations of the United States Department of 
Labor. 

9. There must be enacted some special legislation to protect the 
small business and professional people in the way of limited relief 
in the securing of scarce materials that will enable them to stay in 
business. The controlled materials plan, which will go into effect 
July 1, 1951, may help, provided enough controlled materials are left 
over from defense production. 

10. The American Association of Small Business advocated de- 
centralization of large industries for many years. This will create 
more smaller plants to take advantage of local freight rates and 
quick deliveries in trade areas. Decentralization of industries will 
yield additional tax revenues to the different States, increase employ- 
ment, payroll wealth, encourage new business to open up nearby, all 
resulting in a better balanced economy. The National Production 
Authority could help in this respect. 

11. Regulations and record-keeping required by Office of Price Sta- 
bilization is too much to impose on the small-business men. I believe, 
and many others share this thniking with me, controls should be placed 
at the raw material and labor invel through the manufacturer or pro- 
ducer, on down to the retailer, by a simple self-regulating or policing 
system in the various trades and industries themselves. Of course, a 
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Government over-all control agency should help supervise this, and 
it would not make for such great, detailed hardships as are and will 
be experienced by the small business and professional people. I be- 
lieve it would remove the black market from our midst. 

We have heard quite a lot of discussion about the meat situation, 
but I just want to continue with this, and have you include it in the 
record, because the things that have been promised for so long just 
may not come to pass. 

In the meat market, the farmer and cattle raiser are receiving 150 
percent of parity now. Their prices are not frozen. The slaughter 
and meat packer’s prices are frozen. When he goes to buy he must 
try to beat the farmer’s price down. The farmer will eventually 
look for the black-market operator, who gladly pays the price de- 
manded. Under the present controls, the meat packers are operating 
on quotas. In making out the long report the Department of Agri- 
culture requires that the meat packer must show how much he killed 
and how much he paid. If he killed more animals or paid too much 
for his meat on the hoof, his quota is reduced for the next month. 
How can a small- or big-business man for that matter stay in an 
honest business under such regulations? Some people with large in- 
comes have invested heavily in farms and cattle to avoid paying high 
income taxes, because the Revenue Department does not consider 
losses incurred in operating a farm when deducted. Many of these 
new cattle people are just holding onto their stock, thereby contribut- 
ing to the high cost of meat. During the last emergency the meat 
packer was subsidized and reimbursed for the amount he was re- 
quired to pay over the ceiling price, but today he is being regulated 
out. of business. 

13. Many wholesalers are paying more for replacement of some 
items in their stock than they are permitted to charge when selling to 
the retailer at ceiling prices. This condition cannot be long endured. 
The manufacturer, wholesaler, retailer and the consumer are being 
forced to discontinue doing business. 

14. Many private carriers operating truck lines can move most 
military supplies a whole lot cheaper than the civilian employees used 
by the Army and the Navy. It would be well for this committee to 
consider this, because by using private carriers thousands of trucks 
can be released to other branches of the service. 

15. In closing I will say that private free enterprise, which includes 
big business, small business, and professional people, does not need 
controls to force it out of business and Government subsidies to put 
it back in business. The American people are a great people because 
of their ability to work hard, save their money and exercise their 
initiative to become as big and independent as their ability will permit. 
This committee, the friend of the small-business man in Congress, can 
help us to remain independent. 

I thank you for your kind attention and hope my thoughts will be 
helpful in your work to solve and relieve some of the problems of small 
business. 

Now, you might be pleased when I tell you that many here today 
have said that this committee has done a far better job at this hearing 
than the one which was conducted in 1942. 

Mr. Curtis. Thank you very much, Mr. Henderson, for this very 
helpful statement, and we appreciate your kind remarks. 
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Congressman Mansfield ? 

Mr. Mansrrecp. No questions, Mr. Chairman, but it was a pleasure 
to have you before us, Mr. Henderson. 

Mr. Henverson. Thank you, I enjoyed being here, and it has been 
a pleasure to meet with you gentlemen. I am sure in my business I 
will see you again. You see, I am in the sort of business which will 
have me coming in contact with you. 

Mr. Curtis. Thank you. 

Now, Mr. Barr, I believe you have several statements to be placed 
in the record, do you not ¢ 

Mr. Barr. Yes, sir. 

Mr. Curtis. I think we might read them off. 

First will be a statement of George H. Diedrich, Jr., of the Quality 
Boiler & Machine Works, Inc., of Thibodaux, La. 

(The document referred to above is as follows:) 


QvuaAtLity Borter & MACHINE Works, INC., 
Thibodaugz, La.. 
To: Subcommittee of House Committee on Small Business 
Hon. Mike Mansfield, Chairman, 
From: Quality Boiler & Machine Works, Inc. 

Our business is greater in the first quarter of this year than in the base period 
of last year. We are a new business and we were a growing concern until 
controls set in. Our work is primarily taking care of the mechanical equipment 
that keeps the oil flowing out of the ground for our Nation’s defenses and also 
that of the farmers and sugar mills who supply our armed forces, as well as a 
large part of the sugar consumed in this country. 

We feel that in view of our operations that it is impossible to place a control 
of this type on businesses of our nature without jeopardizing the economic situ- 
ation of the country. During a war or national emergency the needs for repairs 
to worn out machinery, that cannot be replaced, are invariably greater, conse- 
quently, businesses dealing in repairs will naturally have a greater volume. 

Georce H. Dreprica, Jr., 
Secretary. 

Mr. Curtis. Then we have a statement of Mr. John Fockli of the 
Southern States Ink Co., 323 Magazine Street, New Orleans, La., 
which I will ask to have placed in the record. 

(The document referred to above is as follows :) 
SouTHERN States INK Co., INc., 
New Orleans 12, La., May 4, 1951. 
NEW ORLEANS CHAMBER OF COMMERCE, 
New Orleans, La. 

GENTLEMEN: On March 20 we received invitation to bid on No, 1107 ink, litho- 
graphic offset printing. The same day we wrote to the United States Coast 
and Geodetic Survey, room 2806, Department of Commerce Building, Washington 
25, D. C., requesting specifications on same bid, 

We received specifications, plus wet sample of ink to be matched, under date 
of March 28, affording us insufficient time in which to secure prices on raw 
materials required in the manufacturing of the particular ink to enable us to 
quote intelligently, inasmuch as these sources of supply are all up north. Bid 
also required a 2-pound counter sample accompanied by various tests. 

As the opening date of the bid was April 6, the time was too short to enable 
us to submit our quotation, as much as we would have liked to. 

We trust that you will endeavor to investigate this condition to determine 
whether some arrangement can be worked out whereby more time will be allowed 
ink manufacturers interested in taking advantage of the opportunity offered 
to quote on various bids for printing ink which arise from time to time. ; 

Yours very truly, : 
SoutHERN Srates INK Co., INc., 
JOHN Fock l, President. 
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Mr. Curtis. The next letter to be incorporated in the record is one 
from Lionel Babin, Jr., president, B. & M. Corp., Houma, La. 
(The document referred to above is as follows :) 


B. & M. Corp.., 
Houma, La., April 5, 1951 

Dear Sik: In regards to the death of small businesses due to the present 
NPA regulation M-7. I am sure you would be interested in our case, of which 
there are approximately 50 manufacturers in the United States producing the 
same product, there being of course many in competitive lines 

In 1948, we did approximately $250,000 retail business, in 1949, $350,000, in 
1950, $714,000 which would have been higher but for the present situation, and 
in 1951 we expected to do approximately $1,200,000 business 

Now due to M-7 we are going to be put out of business. We would not 
complain at all if it were possible for us to acquire Government work. However, 
there just isn’t enough work available to support even one-fourth of the manu- 
facturers as us. 

Another thing, we have lost all contracts bidded in to large companies as can 
always be expected, until there is an overflow of work. 

The Government must do either one of two things. Release enough aluminum 
for us to remain open, or begin buying enough war materials to give us work. 
If the situation does not require the large war production necessary to give us 
work, then why put us out of business? 

Yours very truly, 
LIONEL Basin, Jr., President. 


Mr. Curtts. Next to be placed in the record is a letter signed by 
Peter Van Denburgh, with an attachment. Mr. Van Denburgh is 
with J. R. Quaid, Inc., 528 Freret Street, New Orleans, La. 

(The document referred to above is as follows:) 


J. R. Quart, INc., 
Vew Orleans 12, La., May 8, 1951. 
New ORLEANS CHAMBER OF COMMERCE, 
New Orleans, La. 
(Attention: Mr. Graham.) 

Deak Mr. GRAHAM: Enclosed please find copy of letter we sent to the Na- 
tional Production Authority, 1508 Masonic Building, New Orleans, La., on March 
20, 1951 

We would like you to submit this letter to the Select Committee on Small 
Businesses to the House of Representatives for inclusion in their records. Since 
mailing the enclosed letter on March 29, 1951, the only communication we have 
received from the National Production Authority, is an acknowledgment of 
receipt of our communication, dated April 21, 1951. 

We shall be unable to appear personally before the committee; however, we 
would appreciate it very much if you would submit the enclosed letter for in- 
clusion in the record of Select Committee on Small Businesses. 

Thanking you in advance, we remain, 

Yours very truly, 
PeTer VAN DEeNBURGH. 


J. R. Quatp, INc., 
New ORLEANS, La., March 29, 1951. 
Re: Request for adjustment or exception, DO rating, MRO regulation 4 and 
directive, February 27, 1951. 


NATIONAL PRODUCTION AUTHORITY, 
New Orleans, La. 
Attention: Mr. West. 

GENTLEMEN: In accordance with section 3 and section 10 of regulation 4, 
February 27, 1951, we hereby apply for an adjustment so that we may secure 
materials to stay in business. 

Under the present application of this regulation we are completely put out of 
business. We do a general steel chain-link fencing business for industrial in- 
stallation and repairs and maintenance, as well as fencing for all purposes. 
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We are different from most fencing concerns of a national scope. We are an 
independent fencing company of 25 years’ experience in New Orleans. We are 
not agents for any of the giant corporations such as Cyclone Fence of United 
States Steel Corp., or Page Fence Co., or Pittsburgh Steel Co. Our customary 
way is to buy the component parts of our fencing materials from the manufac- 
turer in carload lots. 

Our records indicate that for the period January 1, 1950, through September 
30, 1950, we used the following amount of galvanized pipe in the operation of 
our business. 

Linear feet 
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Our only present sources of obtaining pipe are an offering from what we term 
profiteering suppliers. As an example we are offered 1-inch pipe at 27 cents per 
linear foot, whereas to be competitive we must buy at the regular mill price of 
around 13 cents per linear foot. We cannot pay the black-market price and stay 
in business. 

As stated above, our competitors who are the large corporations continue to 
supply fencing in this area, but since we are a small-business enterprise, al 
though 25 years in business, we are faced with extermination unless we obtain 
a rating to replace our disappearing stock. We must carry a stock because 
fencing orders are almost universally placed for immediate installation and 
unless material is on hand for the job the business goes to a supplier who can ship 
at an early date. 

We, therefore, respectfully apply for an adjustment and exception, requesting 
that a special DO rating be granted us so that we may place our orders with the 
mills and obtain materials to keep us in business and save the jobs of 18 or 20 
people. What we require is a rating which we can give to a pipe mill so that they 
will be able to ship us about one car of pipe every second month. Only with this 
schedule maintained can we exist. 

Respectfully yours, 
A. G. VAN DeENBURGH. 

Mr. Curtts. Also to be placed in the record is this letter from Jolin 
J. Prinz, Architectural Wood Manufacturers, New Orleans, La. 

(The letter referred to is as follows :) 

ARCHITECTURAL Woop MANUFACTURERS, 
New Orleans, La., May 4, 1951. 
SELEcT COMMITTEE ON SMALL BUSINESS, 
House of Representatives of the United States, Bighty-second Congress, 
Washington, D. C. 

GENTLEMEN: With reference to your meeting on Friday, May 4, 1951, in New 
Orleans, La., on small business, since we are in the following category we would 
like to present the following statement. 

Small reputable manufacturing plants interested in Government contracts 
with an employ of less than 100 people should have an cpportunity to negotiate 
with the Government on a cost-plus basis. Some simple form should be devised 
whereby the manufacturers’ capacity and equipment could be brought before 
the Procurement Department, for it to determine what could be manufactured 
in small lets. We believe this would create a lot more interest among the small 
manufacturers who are scattered in all parts of the Nation and not concentrated 
in one area. 

We believe most small manufacturers are interested in Government contracts 
but are unable to bid because quantities are too large and competition too great 
for their capacity. 

Hoping the above will be given some thought we remain, 

Respectfully, 
JoHN J. PRtnz. 

Mr. Damas. At this point, I would like to submit for the record 
an item from the New Orleans Times-Picayune of Friday, May 4. 

Mr. Curtis. Without objection it shall be placed in the record. 
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(The item referred to above is as follows:) 
[From the New Orleans Times-Picayune, May 4, 1951] 


ATTENTION—Die DesiaNers, Propuct DESIGNERS, MACHINE DESIGNERS, 
MECHANICAL ENGINEERS 


The A. O. Smith Corp., Milwaukee, Wis., has positions available for qualified 
men. Excellent starting salaries, overtime premiums plus every ituportant 
employment benefit. 

Interviews arranged in Milwaukee at our expense. 

Write R. L. De Witt, A. O. Smith Corp., Milwaukee, Wis., for appointment. 

Mr. Curtis. Now, is there anything else to come before us? 

Mr. Barr. Mr. Chairman, if you would have the time, Mr. Sutton 
could not get here earlier, and if you can give him a minute to give 
you his testimony, we would appreciate it. 

Mr. Curtis. Yes. Will you be seated, Mr. Sutton. 


STATEMENT OF JAMES R. SUTTON, FABRICATING STEEL 
BUSINESS, NEW ORLEANS, LA. 


Mr. Curtis. Will you give us your name, your address, and your 
business ¢ 

Mr. Sutrron. My name is James R. Sutton, and I am in the fabricat- 
ing steel business at 1931 Lafayette Street, New Orleans, La. 

Mr. Curtis. You may proceed. 

Mr. Surron. During World War IT I did a lot of work for the 
Delta Shipyards, for the Higgins Industries, and for various depart- 
ments of the Army and Navy. I had absolutely no trouble in locat- 
ing that business. All I needed to do at that particul: ir time was to 
find out what they wanted to buy, be around and put in the bid, and 
we done pretty good. 

Here is what I am coming to your committee for: 

The association of commerce asked me to come down here and to 
make my statement. Here are two cards that I have from the United 
States Navy Purchasing Office in Washington, D.C. I have had about 
half a dozen already from Wright Airfield in Dayton, Ohio. 

These cards seem to be a quick system of refusing bidders. They 
are automatically printed, and you check out the reason, or they check 
out the reason for not letting you put in a bid. 

Mr. Datmas. May I see one of those cards, sir? 

Mr. Surron, Certainly. [Handing card to Mr. Dalmas.] 

Mr. Curtis. You say you have received many of these? 

Mr. Sutton. I have received quite a few of them. I happened to 
locate these two. What we do, as soon as we find out they are in the 
market for a certain product, we get the number and wire them the 
specification number, and then a few days later instead of specifica- 
tions and blueprints coming along to put in a bid on, these cards come. 

This particular card says that they are out of drawings and blue- 
prints. 

This one says the same thing. “We cannot get them together in 
time for you to put a bid in. 

Usually in some instances it takes 2 or 3 days for those fellows to 
get a reply back here; and by that time the bid is already opened. 

Mr. Curtis. Mr. Sutton, I suggest that you consult with Lieutenant 
Flickinger and Mr. Partlett, of NPA, and go over that with them. 
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We are familiar with that general problem, and we are glad to 
have your statement on the record. 

Now, we will try and see if we cannot do something to help your 
individual case, and if you will meet with both Lieutenant Flickinger 
and Mr. Bartlett right after the meeting, maybe we can do something 
on that. 

Mr. Svurron. Is he from Washington ? 

Mr. Curtis. She is from Washington. She is with the Munitions 
Board, and Mr. Bartlett is with the NPA, and I think they will be 
able to give you a lot of information, and possibly might be able to 
actually assist you on these particular things. 

Mr. Surron. You see, here is another thing, we write these different 
Departments in Washington, to put our name on the list of bidders. 
Everything goes along fine for two or three times, and the first thing 
you know they forget about it. 

Mr. Curris. Well, we are glad to have had that information, and 
that is exactly why we have Mr. Bartlett and Lieutenant Flickinger 
with the committee, so that we can do some spot checking right on the 
ground floor. 

Mr. Surron. I have got something else here. Let’s see if I can 
locate it. , 

Mr. Curtis. All right, sir. 

Mr. Sutrron. Here is a letter from the Department of Commerce 
in Washington advising me—this is March 13—that they put my 
name on the mailing list. Well, that is the only time I ever heard from 
those fellows up there. 

I get one letter from them telling me that I am on their mailing list 
and that is the end of it. 

Mr. Currts. Well, those are the kind of things we want to look into, 
and I think the best thing to do is to take that up right now, and we 
have this testimony of yours on the record, and this committee is very 
much interested in that and we will get a report back from Lieutenant 
Flickinger and Mr. Bartlett on the details of your case. 

So if you will meet with them at the back of the room I would say 
right now, possibly we can get some results. 

Mr. Surron. Here is where I got my information from. There is 
a fellow who operates a service in connection with bidding and letting 
you know how your bids come out and so forth. 

Mr. Mansrrecp. You should not have to go to a service, because 
what you are doing is in effect going to a 5-percenter. If you meet 
with these people I think that they can give you more information than 
anyone giving you service can. 

We are not in favor of 5-percenters. 

Mr. Surron. This particular fellow charges you $8.50 a month for 
his service. 

Mr. Mansrtetp. Well, it’s a little less than 5 percent then. 

Mr. Surron. Then he turns around after he gets a bid on certain 
things, and if he spends a day’s work checking it up going to different 
departments, he will charge us about $10. 

Mr. Datmas. That is a bid-and-award service. . 

Mr. Curtis. Actually it should not be necessary for those people—I 
know that they are legitimate and perform a service, but on the other 
hand we should be set up in such a way that a small-business man does 
not need to resort to even that. 
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: It should be a system that the governmental agencies have set up. 

Mr. Sutton. Here is how I got into this. T put in a bid with the 
Navy on one deal, and I had to borrow plans and specifications from the 
association of commerce. I could not get plans and specifications from 
them. 

Mr. Curtis. That is exactly why I am suggesting that you talk with 
Lieutenant Flickinger and Mr. Bartlett right now,and I think they can 
give you that infor mation, and I wish that you would, 

Mr. Surron. I will talk to them before I leave. 

Mr. Curtis. Well, that is fine. 

Mr. Surron. I just thought I would explain how I got this, so I 
put a bid in, and I didn’t know there were so many fellows hi anging 
around Washington selling service. I must have had half a dozen 
fellows who got in touch with me, even from New York city. 

Mr. Mansrie.p. Well, you stick to your local agencies down here, 
and you talk to Mr. Bartlett and Lieutenant Flickinger. 

Mr. Sutron. That will be fine. 

Mr. Curtis. Thank you very much for your testimony. It has been 
very helpful. 

I believe at this time Mr. Leo McCormick has an annoucement to 
make. 

Mr. McCormick. Are the hardware people still here, or some of 
them? Well, they may not be, but I still think this statement should 
be made for the record. 

Mr. Chairman, the matter of the hardware problem was brought to 
your attention in Dallas, Tex., and we got information on that yester- 
day, and I know that these folks came in here this morning scheduled 
to give testimony, and they were very much interested. We have 
even more factual information today. 

A decision has been arrived at in Washington where the hardware 
alers will be legally taken out from under this regulation altogether. 
Mr. Mansrre_p. What regulation is that, Leo? 

Mr. Leo McCormick. CPR-7, amendment 2 

Now, the dealers will have to wait until they are legally notified, b 
that is the decision that was arrived at as of today, and it will be 
announced either Monday or Tuesday. It is just a matter of getting 
the paper work together and approved now. 

There is also consideration in moving the retail grocers—not only 
consideration, but the first of next week he will be removed out from 
under it. 

Yesterday you had testimony on that, and today you had some 
reference to it. 

The regulation will be amended to cover the grocers rather than 
keep him under this regulation. 

The retail druggists likewise. 

So I think we have contributed there, Mr. Chairman, a great deal. 

Mr. Curtis. Thank you very much. I want to be sure to call your 
attention to a recommendation of one of the gentlemen along the 
line that we received in Nashville suggesting that it would be ad- 
visable to take the retailer, the small retailer off, and in this instance 
this man suggests, the witness we had today, that those who do less 
than $50,000 a year be taken out from under, on the theory that other 
people actually call the tune on the prices, and if you will recall we 
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had that same suggestion on shoes, only they had a figure of $100,000, 
as I recall it 

Mr. McCormick. Yes, sir. 

Mr. Curtis. But that suggestion was made again and, of course, 
I know that this committee is interested in that, and I know that you 
have given some consideration to that. 

Mr. McCornmick.*That is practically accomplished by my state- 
ments now, Mr. Chairman. 

Mr. Curtis. I didn’t know whether it was, and that would do it, 
would it not ? 

Mr. McCormick. Everything except the general retail store that 
handles all notions and dry goods. He is still under it, and with that 
qualification, therefore, this recommendation can be taken back and 
considered as far as it applies to the general retail store. 

Mr. Currts. Thank you very much. 

Now, that concludes our hearings. 

I want to again thank the New Orleans Chamber of Commerce and 
all the Government agency representatives, and all the splendid wit- 
nesses who appeared before us. 

We have gotten a great deal of information. I hope that we will 
be able to go to W: ashington and solve some of these tole problems. 

I also hope that some of the problems that came up here today have 
been partly solved, and at least a lot of information given to the 
businessmen here in New Orleans. 

[ want to conclude my remarks by again complimenting the New 
Orleans district for the fine job they have done in going about analyz- 
ing their own problems. It has been one of the finest jobs I think we 
have experienced in any of the communities we have visited. 

Thi om you again. 

Mr. Barr. Ma ay I put in the record, in addition to the chamber of 
commerce, the New Orleans Manufacturers’ Association, and Amer- 
ican Association of Small Business. 

Mr. Curtis. Add that to my remarks, please. 

Mr. McCormick. Mr. Chairman, please, a correction for the ree- 
ord. I did not realize that Mr. Gallagher's testimony about the $50,000 
exemption was all-inclusive, meaning that his recommendation stood 
as to relieving retail stores of all application of price controls. 

Mr. Curtis. I did not either. 

Mr. McCormick. None of these moves are in the direction of reliev- 
ing a retailer from price control, as such. It is a relief from burden- 
some regulations and compliance with pricing charts. 

Mr. Curtis. Thank you very much. 

If there is nothing further we are adjourned. 

(Whereupon, at 4:10 p. m., the hearings were concluded. ) 














PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


MONDAY, JULY 2, 1951 


House or REepPreseENTATIVES, 
SupcoMMITree No. 1 or THE 
SeL_ecr CoMMITTEE ON SMALL BustNess, 
Spokane . Wash. 


The subcommittee met, pursuant to call at 10 a. m., at the Chamber 
of Commerce Building, Spokane, Wash., Hon. Mike Mansfield, of 
Montana, presiding. 

Present: Representative Mansfield. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff, and Jeremiah T. Riley, of the committee staff. 

Present representing Federal agencies : Leo H. McCormick, assistant 
to the Director, Office of Price Stabilization: Orrin C. Bradeen, re- 
gional director, General Services Administration; Maj. Margaret 
Wharton and Richard Lennihan, Chief, Office of Small Business, 
Munitions Board, Department of Defense; John S. Bartlett, field 
representative, National Production Authority; Walter J. O°Donnell, 
manager, Office of Small Business, Reconstruction Finance Corpora 
tion: A. kK. Weissenborn, executive officer, field team, Bureau of 
Mines, Defense Minerals Administration: and Olaf Tackle, assistant 
for procurement, Oflice of Production and Procurement. Defense 
Production Administration. 

Mr. Mansrrevp. The meeting of Subcommittee No. 1 of the House 
Small Business Committee will come to order. 

I should like to say at the outset that this meeting has been called 
at the express invitation of the Congressman from this district, our 
colleague, Hon. Walter Horan, on the Spokane Chamber of Commerce. 

Mr. Horan has contacted the committee and the Spokane Chamber 
of Commerce has written the committee on several occasions, and on 
the basis of these requests this committee is holding this hearing today. 

I should like to have read for the record a statement by Hon. Walter 
Horan, the Congressman from this district. Will you read the 
statement, Jerry / 

Mr. Rivy. Yes, sir. This is dated July 2. It reads as follows: 

GENTLEMEN: It is a source of deep satisfaction to me to have been able to 
participate in arranging this Spokane hearing of Subcommittee No. 1 of the 
Select Committee on Small Business of the House of Representatives. 

The necessity for this opportunity for you, the businessmen of Spokane and 
the Inland Empire, to consult with a Representative and responsible congres- 
sional body on the problems of small business has long been evident from the 
letters many of you have addressed to me. Plagued as you have been by 
contradictory and oftentimes incomprehensible regulations, shortages of mate- 
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rials and merchandise, restrictive credit rulings, and arbitrary and inflexible 
pronouncements on the part of the bureaus and agencies of the Government, 
I have often marveled at your patience and restraint in your correspondence 
with me. 

It is my sincere hope that you will take full advantage of, the facilities pres- 
ent during this hearing to bring your problems to the attention of my very able 
colleagues of the subcommittee. In so doing, you will be taking the most effective 
step toward the alleviation of your difficulties, since it is the function and the 
purpose of this subcommittee to ascertain the problems of small business and, 
having determined their nature, to initiate and prosecute legislation designed 
to solve them. 

I have asked my good friend, Hon. Mike Mansfield, of Montana, chairman of 
the subcommittee, to convey to my colleagues present and to all of you who 
have taken time away from your businesses to attend this hearing, my regrets 
at my inability to be with you, and my most sincere good wishes for the un- 
qualified success of this meeting. 


Mr. Mansrtecp. We are deeply sorry that Mr. Horan cannot be 
with us because we in Congress |xnow of his intense interest in the wel- 
fare of the little businessmen, and speaking personally, I know that 
Walt Horan has been interested, not only in the problems of West- 
ern Washington, in which his district is located, but he has also been 
interested in the problems of the Northwest, as a whole. 

He is a very able and worth-while Member of the House of Repre- 
sentatives, and again I may say that I am sorry he is not with us here. 

I would like to include in the record the whole statement issued 
by the Spokane Chamber of Commerce relative to the calling of this 
meeting, and to read at this time a part of that statement which I 
think is very pertinent. 

[ am quoting from that statement: 


This hearing is not a “clinic,” or forum of experts. The committee is gather- 
ing evidence regarding the impact upon small business of the national defense 
program. This is not congressional window dressing, but a sincere effort on 
the part of a working committee to help businessmen, and safeguard their 
interests at the national level. The committee has already earned for itself 
a reputation for getting action for small-business men. 


(The document referred to above is as follows :) 
SPOKANE CHAMBER OF COMMERCE 
gute asie 1, WASH. 
IMPORTANT 


SpeciAL HEARING FOR SMALL-BUSINESS MEN BY HoUse Se_ecr COMMITTEE FOR 
SMALL Business, Crvic AULITORIUM, Si@KANE, JULY 2, 1951, 10 a. M. To 4:30 
P. M. 


If you are manufacturer, distributor, retailer, contractor, builder, metal fabri- 
cator, or, in fact, conduct any type of business, and are having tough sledding 
because of scarce materials, essential civilian supplies, inability to obtain de- 
fense contracts, credit restrictions and price regulations, here is your chance to 
sound off with your gripe to an official any sympathetic committee. 

This hearing is not a “clinic,” or forum of experts. The committee is gatber- 
ing evidence regarding the impact upon small business of the national defense pro- 
gram. This is not congressional window dressing, but a sincere effort on the 
part of a working committee to help businessmen, and safeguard their interests 
at the national level. The committee has already earned for itself a reputation 
for getting action for small-business men. 

If you have a reasonable problem, because of the defense program, you are 
urged to present your case at this hearing. Here’s all you have to do: (1) Pre- 
pure a typewritten statement, with several carbon copies, not more than 10 
minutes in length. This statement is for this committee’s record. You will be 
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invited also to tell your story in your own words and asnwer questions. (2) Send 
the statement prior to the hearing to Hamilton Owen, Spokane Chamber of 
Commerce, 1020 West Riverside, Spokane, Wash. 

The hearing, which is open to the public, will start at 10 a. m. and close at 
4:30 p. m., with time out for lunch. It will be held in the Chamber of Com- 
merece, Civic Auditorium, 1020 West Riverside, July 2, 1951. 

Keeping your “gripe” to yourself will get no action so—sound off. 

Are your small-business men—manufacturers, distributors, retailers, build- 
ers, sheet-metal shops, contractors, etc.—having tough sledding because of scarce 
materials, essential civilian supplies, inability to obtain defense subcontracting 
work, credit restrictions, and price regulations? 

If, as I suspect it is, the answer is “yes,” then I believe you will do the business- 
men in your community a real service if you will just make it known to them 
that on July 2, 1951, the House Select Committee on Small Business will hold 
a 1-day hearing in Spokane. 

This hearing is not a “clinic” or forum. The committee is gathering evidence 
regarding the effect upon small business of Government procurement policies, 
materials shortages, black and gray markets in scarce materials, price and wage 
stabilization, and other current small-business problems. Already it has earned 
for itself a reputation for getting prompt action in alleviating problems confront- 
ing Small-business men, as witness the extension of original aluminum alloca 
tions, and an amendment to pricing regulations to relieve the burden of paper 
work. There are numerous other examples. 

Here then is an opportunity for your businessmen with a real “gripe,” growing 
out of the defense program, to place their case before an official and sympathetic 
group. This is not congressional window dressing, but a sincere effort on the 
part of a working committee to help businessmen and safeguard their interests 
at the national level. 

Very little effort on the part of your people is required—(1) Prepare a type- 
written statement, with several carbon copies, not more than 10 minutes in 
length. The statement is for the committee’s records—and need not be read. 
In fact, they would prefer to hear it in the man’s own words. The committee 
may also wish to ask questions. (2) Send the statement prior to the hearing to 
Hamilton Owen, Spokane Chamber of Commerce, 1020 West Riverside, Spokane, 
Wash. That's all except to be present at the hearing. 

The hearing, which is open to the public, will start at 10 a. m. and close at 
1:30 p. m. with time out for lunch. It will be held in the Chamber of Commerce 
Civic Auditorium, 1020 West Riverside Avenue, July 2, 1951. 

Your help in bringing this to the attention of your businessmen, urging them 
to take advantage of this opportunity to do themselves some good, would be 
genuinely appreciated by me. 

Sincerely, 
FRANKLIN GREENOUGH, 
President, Spokane Chamber of Commerce. 


Mr. Mansrtevp. I should like to add, also, that the purpose of this 
committee is not to award contracts, but the purpose of this committee 
is to find out just what your problems are and, if possible, to settle 
them on the spot. If we can not settle them on the spot, then we will 
take your problems back to Washington, and do what we can back 
there through the proper authorities or through legislation to rectify 
some of the difficulties which the businessmen of this Nation have to 
go up against. 

Mr. Riley, will you now introduce the representatives of the Gov- 
ernment agencies who are here, and will those representatives stand 
when their names are called ¢ 

Mr. Ritry. From the Office of Price Stabilization, Mr. Leo H. Me- 
Cormick, assistant to the Administrator. 

From the General Services Administration, I believe we have these 
three gentlemen with us, Mr. C. O. Graff—I understand he is not here. 

Do we have any representative here from the General Services 
Administration ? 

1 am told we have Mr. Bradeen and Mr. Allenfeld. 
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Then we have Maj. Margaret Wharton of the Office of Small Busi- 
ness of the Munitions Board, and Mr. Richard Lennihan, the Chief 
of the Office of Small Business, also from the Department of Defense. 

From the National Production Authority we have Mr. John S. Bart- 
lett, Office of Small Business, National Production Authority. 

And then we have Mr. Walter J. O'Donnell, director, Office of Small 
Business, Reconstruction Finance Corporation. And with him is Mr. 
Warren Green, manager of the Spokane Office for the Reconstruction 
Finance Corporation. 

Mr. A. E. Weissenborn, executive officer, field team, Bureau of 
Mines, region 2. He is representing the Defense Minerals Adminis- 
trafion. 

Mr. Olaf Tackle, from the Defense Production Administration, 
Assistant for Procurement, Office of Production and Procurement. 

Does that cover all of the representatives that we have here? 

Mr. Barrierr. I would like to introduce Mr. Osearson of the NPA 
office in Spokane. 

Mr. Ritey. Mr. MeCormick. 

Mr. McCormick. I would like to introduce at this time our local 
director, Mr. Cohen, of the Office of Price Stabilization, and acting 
chief counsel for the region, Miss Muriel Mawer. 

Mr. Ruey. That is all we have in the way of appearances, Mr, 
Mansfield. 

Mr. Mansrieip. Do we have a list of witnesses? 

Mr. Ritey. No, sir; not as yet. 

Mr. Mansriexp. Until we do get a list of witnesses from the 
Spokane Chamber of Commerce, the committee will call its first 
witness, the Honorable Joseph Parker, of Butte, Mont. 

Mr. Parker, will you take the chair? 


STATEMENT OF JOSEPH PARKER, PRESIDENT, NORTH BUTTE 
MINING CO., BUTTE, MONT. 


Mr. Mansrtetp. I would like to call to the attention of the com- 
mittee that Mr. Parker has made a very long trip from Butte, Mont., 
to appear at this hearing this morning. The committee, of course, 
is deeply indebted to you for the very real interest you have shown 
in this matter. 

Will you proceed, Mr. Parker. 

Mr. Parker. My name is Joseph E. Parker, and I am president 
of the North Butte Mining Co., one of the largest independent mining 
companies in the United States today. 

I am also postmaster of Butte, Mont., and president of the water 
company. 

I have been in business there for a period of 43 years. The pur- 
pose of my coming over is to represent, as president of the North 
Butte Mining Co., the situation so far as mining is concerned, and 
although the company has been operating on and off for a period 
of 45 years, we are closed down now, due to the fact that the Govern- 
ment has set the price of copper up 2414 cents. 

There is not any small mining company that can produce copper 
for 241% cents. Forty-odd years ago when miners were getting $3.50 
a day, copper was from 16 to 18 cents. Today the base pay of the 
miners is $12.15, 
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In other words, we have had an increase in the cost of labor and 
materials of roughly speaking almost 400 percent, while we have 
only had an increase | in the market price of copper, as set by the 
Government now of 3314 percent, which makes it impossible for us 
to operate. 

It seems to me that the Government—and I dislike very much to 
say this—is deliberately trying to put us out of business, and if they 
were trying to put us out of business the »y could not be doing a better 
job, for this reason : 

During the last war, we operated under the premium-price plan, 
and we produced over 30,000,000 pounds of copper in this one mine 
in a period of less than 3 years. We got a directive, I might say, 
from the Government to go ahead and develop that mine, or one of 
them, and we deve lope «1 it and we now have a reserve of £00,000 tons 
of copper that runs als ol64 to 5384 percent, 

We have over 200,000 tons of zine in reserve which we cannot mine. 

Now, it seems to me, not alone as president of the North Butte 
Mining Co., but as a businessman, that we are following a procedure 
in this country whereby you just cannot explain, because of the fact 
that we are not permitted to get a price for copper by which we can 
mine it. And we naturally are not paying taxes. 

Also, the companies that are running short of copper are not paying 
taxes. The retailer, who sells a particular article, like an automobile, 
we will say, or refrigerator, if he cannot get the merchandise, he 
is not paying taxes. 

So we are . doing a marvelous job attempting—or the Government 
is doing a marvelous job of attempting to put us out of business. 

Those are the real facts, gentlemen, of what is actually happening. 

Today, if we were given the green light to go ahead, we would be 
producing over a million pounds a month and we are not producing 
1 pound. 

Let us take the excise tax; that was all right, maybe, I do not know, 
but I will quote you a statement here—am I permitted to do that, 
please, sir? 

Mr. Mansrievp. Go ahead, Mr. Parker, and will you give us the 
source of the statement ¢ 

Mr. Parker. Yes, sir. 

This is from the Wall Street Journal, Mr. Congressman. 

Mr. Mansrtetp. And the date? 

Mr. Parker. Yes, sir, under date of June 11, 1951, sir. 

Mr. Mansrieip. All right, go ahead. 

Mr. Parker. It states: 

The price of domestic copper won't rise to meet higher quotations prevailing in 
foreign markets. This is the gist of what producers and customs derived from 
a conference with officials of the Office of Price Stabilization. The Office of Price 
Stabilization maintained the industry’s earnings were too high to qualify for a 
price increase. 

Now, that may be true, gentlemen, so far as the larger companies 
are concerned, because they make their money not in production, they 
are not selling copper, they are fabricators 

Last week we paid $1.16 a pound for copper nails, and copper is 
only 24 cent a pound. 

I have some other samples here with me, if I am permitted to show 
them, please, Mr. Congressman. 
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Mr. Mansrrevp. Surely, Mr. Parker. 

Mr. Parker. Now [indicating], that little item right there, for illus: 
tration is made of copper and brass, and if you were to weigh the 
copper and brass in that, it would cost better than $5 a pound. Just 
think of it. Yet the big companies are opposing giving the smal! 
producers a price for copper under which we can produce, and that is 
your situation today, gentlemen. 

There is not a small mining company that can operate a mine today 
on 241-cent copper. 

However, during the last war we got a premium price, and we pro- 
duced, as I said before, 30,000,000 pounds, and today we would be pro- 
ducing well over a million pounds a month. 

You read in the press that they are shutting down industries because 
they cannot get copper and cannot get zinc. They tell you that we 
do not have that metal in this country. That is a ridiculous statement, 
gentlemen. 

We own 1,300 acres there of mining property in Butte. 

There was one mine alone that was known as the Garnett mine, and 
the Congressman knows the mine quite well, which was purchased 
yours ago for millions of dollars. 1 was informed by the engineers, 
after operating on and off, I might say, for 45 years that that mine is 
not 40 percent developed yet. 

We have enormous ore reserves left, over 400,000 tons, which will 
run from 314 to 444 percent. 

Mr. Mansrtevp. If your ore is from 31% to 414, that is considerably 
higher than the rest of the ore in the Butte hills; is that correct ? 

Mr. Parker. That is true. 

That is what they tell me. That is the estimate made by our engi- 
neers, Mr. Congressman. 

Our situation, of course, is a little different due to the fact that we 
do not own our own smelters, and the other companies do, and we 
can only afford to mine copper that would run possibly at least about 
3 percent. 

We did secure, however, a loan from the Reconstruction Finance 
Company for $425,000 last year, and we are putting in a leaching 
system, which will start operating, or which did start operating last 
week, and we hope to start to ship copper. 

Mr. Mansrtetp. Do you think that you can operate the mines in 
Butte on a more equitable basis through the development of this 
leaching process ¢ 

Mr. Parker. Mr. Congressman, the leaching process, the installa- 
tion cost is quite expensive, and it is costing us about $425,000 for 
the leaching plant. 

Now, of course, we do not know yet, because we have just started, 
Mr. Congressman, but we hope that we can make a profit on that, be- 
canse, after your installation, your overhead cost is very, very low. 
All you require is engineering, hoisting engineers, I mean, and pump- 
men and common laborers. 

Mr. Mansrtevp. I see. What is your solution as to the present price 
situation which confronts you? 

Mr. Parker. Well, there is only one solution to it, Mr. Congréssman, 
and that is, unless it would go up—that is, unless the price would go 
iP. we will say, for instance to about 3114 cents, we do not have much 
10pe. 
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We got 2814 during the last war. 

Mr. Mansrietp. At that time was not the price frozen at 12 cents? 

Mr. Parker. Yes, but we got a premium, Mr. Congressman. 

Mr. Mansrrevp. That is right. 

Mr. Parker. That is right, and the problem, I found, in Washing- 
ton, to be frank about it, is that some of the people down there do 
not seem to realize or understand that it may ro a you from 3 to 
6 months in order to open up a mine. You talk to some of those men 
down there, and they think that you can open a mine like opening 
a faucet, but that is not so, that is not correct. You do not know 
what the condition the shaft is in, and you do not know what con- 
dition the lifts are in, until you get in there. 

Now, if we were given the green light to go ahead tomorrow, it 
might be possible to operate within from 3 to 6 months, that I do 
not know. Nobody knows that until we get down there. 

But it does not seem reasonable to do what we are doing in this 
country. 

I understand, and I cannot testify as to those facts, but I under- 
stand that we are paying, or the Government is permitting 30 cents 
for scrap copper, and yet they set a ceiling on development of 2414 
cents, which does not seem reasonable to anyone in business. 

Mr. Mansrrevp. Mr. McCormick, could you tell the committee 
something about the Government’s position on the price of copper 
out of the mine and scrap copper ¢ 

Mr. McCormick. Mr. Chairman, quite frankly, I cannot comment 
with any authority on the subject of copper. 

Mr. Mansrrevp. Well, unfortunately we do not have anyone here 
from the Defense Minerals Administration, do we? 

Mr. Ruxy. Yes, we do. Mr. Weissenborn is here. 

Mr. Mansrieip. Yes, Mr. Weissenborn. I am sorry. 

Mr. Weissenborn, can you make a statement on the price of copper ? 

Mr. Weissenporn. As far as making a statement on the price of 
scrap copper, I am afraid that is a little out of my field. I am sure 
that the Defense Minerals Administration would have to have that 
QO. K.'d from higher up. 

Mr. Mansrievp. Well, has the Government frozen the price of 
copper at 2414 cents? 

Now, I know that this is your territory over here, and it may not 
be your particular responsibility, but you should have an idea as to 
what the Government’s position is on that. Do you have any know!l- 
edge of it? 

Mr. Wetssensorn. Well, essentially, the price is 241 cents. 

Mr. Mansrtevp. Mr. Weissenborn, is it frozen by the Government 
at this price, or is that as the result of an agreement between the big 
companies and the copper industry ? 

Mr. Wetssenvorn. I cannot answer that. 

Mr. Mansrtetp. Could you tell us something about that, Mr. 
Tackle? 

Mr. Tackuie. No, sir, I would not have any knowledge of that. I 
believe it is fixed by the NPA or, rather, by the Office of Price Stabi- 
lization. 

Mr. Mansrreitp. Now then, if you do not know the answer to that, 
I dare say you possibly do not know the answer to the price of scrap 
copper. 
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Mr. Tacxte. No, sir; no, sir. 

Mr. McCormick. I would like to make this suggestion, on this mat- 
ter of copper, that covers a pretty big field, and it is rather important 
to this section of the country. 

I would like to suggest that if Mr. Parker has the time, that he sit 
down with our attorney and myself and go into this matter. 

No. 1: I would like to determine whether Mr. Parker is satisfied 
that adequate information has been sent to Washington on this mat- 
ter, and whether this is representative of the whole industry. 

I think that if he has the time, that we could work that out in an 
informal discussion. 

Mr. Mansrietp. I think that he will take that time, Mr. McCormick. 
The reason I raised the question was that I thought I knew something 
about the copper industry, having worked in the mines there for 10 
years, as Mr. Parker well knows, but I do not recall reading anywhere 
as to a price freeze on copper. 

However, I think that perhaps you should talk with Mr. Parker 
about that, and I will say for the record, and Mr. Parker himself 
can verify this, that insofar as the small marginal operators are con- 
cerned, we operated them very successfully during the Second World 
War on the basis of a premium-price plan, which brought into pro- 
duction a lot of mines that could not otherwise have been worked. 

Mr. Parker. That is right. 

Mr. Mansrrecp. As Mr. Parker has indicated, once a mine goes 
down, it is pretty hard to open up again, because it becomes flooded 
and the timbers rot, or get out of line, and it takes a great deal of 
money to put one of those mines in operation again. 

As a small-mine operator, the North Butte Mining Co. has diffi- 
culties which the big operators do not have, and in addition the North 
Butte Mining Co. is entirely a domestic producer, and does not have 
access to foreign reserves, cdloes it ? 

Mr. Parker. No, sir. 

Mr. Mansrtevp. It is the consensus of the majority of the Members 
of Congress, at least the Eightieth and Eighty-first Congress, that 
the only way to answer this problem is through a premium-price plan, 
which would give a preferential status to small and marginal oper- 
ators, and I feel that that is the attitude of the majority of this com- 
mittee, as well. 

Speaking personally, as chairman of this committee, I want to 
assure you that I will do everything I possibly can, once again to see 
that a premium-price plan is put into effect, so that these small and 
marginal domestic producers ef copper and other strategic ores are 
brought into production. As we all know, we have been operating 
under a 500,000-ton deficit, in copper for the last couple of years, and 
as we know, further, on the basis of known reserves, we will have no 
more copper left in this country within a period of 75 years, with 
the possible exception of Butte, because the reserves there are so free 
that we anticipate that for 100 years, perhaps, we will have the rock 
in Butte, but so far as Arizona, Utah, and Nevada, and other big de- 
posits of copper are concerned, their reserves will not last anyawhere 
near that long. 

So, if you do not have anything more to add to your statement, I 
think you should discuss this matter with Mr. McCormick, or one 
of his advisers, and see what can be done in view of the present situa- 
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tion, but keeping in mind the fact that very likely, the only solution 
will be the passage of a premium-price plan which will undoubtedly, 
or could undoubtedly get through the Congress, and which we hope 
this time the President will sign. 

Mr. Parker. May I make one more statement, please? 

Mr. MANsFrieLp. Surely. 

Mr. Parker. I understand, further, that the Government is assisting 
in the developing on a 50—50 basis of strategic metals. Well, prob- 
ably that is all right, I do not know, but what is the use of our asking, 
or even making an application, when we have one of the largest mines 
in the United States today, and we cannot operate it, so what is the 
use of doing any more developing / 

If you cannot get your cost out, there is no use spending any money 
and even if the Government were to give it to us, it would not do any 
wood. You see what I mean, sir? 

Mr. Mansriev_p. Yes: I see. 

Mr. Parker. The mine we are operating now, the hoist alone cost 
$1.250.000. The shaft cost us over $1,000,000. It is a big operation, 
and in order to operate successfully, here is your problem again: 
We could not operate at a profit unless we worked about 400 men, 
on account of our overhead cost. In other words, you have got 
to keep your electricians busy, you have got to keep. your timbermen 
and carpenters busy on a full shift, and you cannot operate on an 
economic basis with less than about 400 men. 

That is what we were employing when we shut down. But we 
can produce and would be producing now if we were given the green 
light. 

There is a complete report of this in Mr. Boyd’s office in Wash- 
ington, D. C. IT sent that in on March 5, 1951. However, I have 
not heard from him concerning it. 

Mr. Mansrrecp. Mr. Parker, would you please leave that with the 
committee so that it may be made a part of these hearings ? 

Mr. Parker. Yes: you may have it. 

Mr. Mansrrevp. I would like to have that made a part of the recora, 
Mr. Reporter. 

(The document referred to above is as follows :) 

NortH Butte MINING Co., 
Burte, Mont., March 5, 1951. 
Re North Butte Mining Co., DMA—108, 
Dr. JAMeEs E. Boyp, 
idministrator, Defense Minerals Administration, 
Department of the Interior, Washington, D. C. 

DEAR Dr. Boyp: Under the captioned docket number, on November 15, 1950, the 
North Butte Mining Co. requested a loan of $1,250,000 to be expended in the 
emergency effort of making fully available the copper- and zinc-ore reserves 
of the Granite Mountain mine. In the same application the request was made 
that our company be granted above-market prices for both copper and zinc. 
After careful study by your staff, we were informed on December 21, 1950, that 
it was not the policy of your Department to make contracts for metal production 
in excess of market prices, and it was your opinion that additional production 
could be obtained elsewhere with smaller capital expenditures than the amount 
we had requested. 

As you know from a study of our application, our entire project was based 
on bringing the entire North Butte properties into maximum production in the 
shortest time possible. The program, as set up, called for the utilization of 
existing Government facilities located at the Domesitc Manganese & Develop- 
ment Co. at Butte, but at a cost to the project considerably higher than could 
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be expected from comparable projects elsewhere. In making the proposal 
we realized that costs appeared excessive, but we felt you should be apprised 
of our position, and if, in your opinion, conditions were sufficiently crucial, 
action could be initiated by you to take advantage of our ore deposits to aid in 
the emergency. 

With this letter we desire to present a plan whereby there can be made avail- 
able a large quantity of zine and at no cost to the Government. 

Our copper-ore reserves consist of approximately 420,000 tons of 4.5 percent 
copper and our zinc-ore reserves, which were developed only incidental to the 
development of copper, amount to 201,000 tons of 12.6 percent zine and which con- 
tains about 14% percent Cu. Substantial data are available to you, through the 
records of RFC and otherwise, regarding the copper- and zinc-ore reserves of the 
North Butte property. 

As a matter of practice in Butte (a practice followed for more than 30 years) 
no more ore is blocked out into reserves than can be mined within the following 
year or two at the most. The development ahead of mining is done on a ton- 
for-ton basis, and the programs are under the Geologic Department. From all 
geological data available to us, we are confident that normal development of the 
zine veins alone would result in blocking out ore reserves fully 10 times as large 
as the reserves presently indicated. 

The North Butte Mining Co.’s Granite Mountain properties are completely sur 
rounded by Anaconda mines presently operating at capacity. On all sides of us 
development by our large neighbor has extended for more than 1,000 feet below 
our lowermost workings. 

In the fall of 1950, North Butte Mining Co. received a loan of $425,000 from 
RFC in order to inaugurate a leaching program. The leaching program is to 
be confined to the surface dumps and the previously mined areas in certain of 
the copper veins of our mine. The leaching program will not interfere with 
other underground mining activity. For this loan, we hypothecated to RFC all 
of our property and chattels. Loan funds were made available to us on Decem- 
ber 27, 1950. Since that time, our staff has devoted its entire efforts to the work 
necessary to bring the leaching program into effect. Based on our present 
schedule, we should be producing cement copper by June 1951 and, by the last 
half of the year of 1951, our probable production should be in the neighborhood 
of 400,000 pounds of cement copper monthly. Likewise from available data, 
we are of the opinion that our operation thereafter will be profitable. 

However, the terms under which the loan was made and the payment schedule 
of the loan will prevent us from using an appreciable amount of the profits until 
the loan itself is repaid and until other outstanding indebtedness amounting to 
$100,000 (now subordinated to the RFC loan) is also paid. 

In other words, although North Butte has embarked on what undoubtedly will 
be a long-term profitable leaching operation, the company will not have any 
funds available for any exploitation, or development, or expansion until 1954 
or 19%). 

Likewise, it is impossible to obtain funds from private sourges because ail of 
our tangible assets are already hypothecated to an agency of the Government. 

Nevertheless the North Butte Mining Co. does have substantial copper- and 
zinc-ore reserves ; does have available the major facilities necessary to conduct 
an over-all mining operation; does give promise of a long profitable life by its 
leaching program alone, but it does not have any money available to utilize tne 
resources at its command. Ours is a special problem and we are eager and desir- 
ous to assist in this period of national emergency and to make available the 
strategic minerals known to exist in our property. To this end, we have amended 
our original plant set forth in our letter of November 15, 1950, and we submit 
for your consideration the following tentative proposal which, after a roeund- 
table discussion, may eventuate into a program of great value to this emergency 
period. 

Most of the zine-ore reserves are located in the areas between the 1,690 and 
2.800 levels and likewise most of these reserves can be worked through our 
Granite Mountain shaft. This shaft is being brought into complete repair and 
serviceable condition to the 2,400 level with proceeds furnished by the RFC 
loan and as part of the program incidental to the leaching of the old gobs. Cer- 
tain sill work and additional skip pockets are necessary to the complete rehabili- 
tation of the mine in order to bring the zinc ores into full production. We have 
estimated the shaft repairs, over and above that which will be done by the RFC 
loan, will not exceed $20,000. Level reopening costs to make the known zinc-ore 
reserves available will approximate $60,000. Additional mining equipment need- 
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ed to mine 200 tons a day has been estimated to cost $105,000 but may be less. 
Surface repairs and installation of needed surface equipment chargeable directly 
to a new mining program have been estimated at $19,000. 

It has always been considered that one of our most acute problems has been 
the establishment of a new ventilating system and to this end we have felt that 
the logical procedure was to completely rehabilitate the Tuolumne shaft, a 
project involving a probable expense of about $196,000. Such ventilation, when 
established, would furnish adequate air to 50 or more working faces scattered 
from our 3,600 level to our 800 level. Insofar as our zinc reserves are more 
closely related to one another, our ventilation problem to permit mining of our 
zine reserves is simplified. If, after an inspection of the Tuolumne shaft, we 
are unable to pull a sufficient amount of air through this shaft without major 
repair operations, we are of the opinion that adequate ventilation through a bore 
hole from the surface to the 2,800 will provide sufficient fresh air for our zinc 
needs, jased on data available, it appears that this amended program can be 
accomplished at a cost not to exceed 350,000. 

Our metallurgists have considered the advisability of constructing a selective 
flotation mill of 200 tons capacity and are of the opinion that such a mill can 
be constructed (by utilizing second-hand equipment presently available) at an 
yver-all cost not to exceed $250,000. Such a plant could be constructed and in 
full operation within 6 months from the date funds were made available fo: 
the project. 

During the mill-construction period the mining program can also be completed, 
so that within 6 months from the time the funds might be made available North 
Butte Mining Co. would be in a position and should be able to produce 40.78 tons 
of 52.8 percent zine concentrates daily and incidental to this zine production, 
should produce 7.84 tons of 23 percent copper concentrates. 

From the time that the construction period is completed until the project could 
be self-sustaining on proceeds from the operation, working-capital provisions 
in the amount of $135,000 must also be considered. 

To recapitulate, the zine project can be brought into full production in a 6 
months’ period through an expenditure of $648,000 broken down as follows: 


Shaft-repair work shud , $20, 000 
Level reopening cost a 60, OOO 
Purchase of new equipment ; - 105, 000 
Surface repairs necessary to the mine ik ne 19, 000 
Construction of 200-ton mill aes . 250, 000 
Working capital ; - ae 2 ne oe Lee ————s 
l'lus 10 percent for contingencies ' . 58, 900 

Total ae , ‘ at Tee 647, 900 


Against a mining and milling operation of 200 tons a day, we have estimated 
the following: 


Per ton 
lbireet mining cost . ‘ ies - $12. 8D 
Ton-for-ton development cost . ‘ —_ “ 1, 00 
Transportation cost Sen . 50 
\dministrative mining ae aes ; én 1. 00 
Total direct mining cost re ao. 30 
Direct milling cost ss" Ss 2. 75 
Administrative milling cost = ; : 1. 00 
otal direct mining and milling cost ‘i 19. 14 
\mortization of $648,000 in 5 years against a vearly production of 72,000 

tons : "ie = as! ° , 1. 80 
Total cost of project — 20. 94 


Qur metallurgical balance sheet attached to our application of November 15, 
1950, indicates that, with our own mill and at the present price for zine of 17.5 
cents, the zine concentrates should net the North Butte Mining Co. $105.74 a ton 
and 40.78 tons daily should be produced, making a total zine return of $4,312.08. 
Likewise and in addition to the zine production, the copper concentrates should 
be worth $111.42 a ton and 7.84 tons should be produced daily. The total revenue 
to North Butte from the milling of zine ore should be $5,184.50 daily or $25.92 
per ton. Thus is indicated an operating profit, before taxes, of $4.98 a ton to the 
North Butte Mining Co. and a production of 15,503,000 pounds of zine and 1,400,- 
000 pounds of copper yearly to the emergency effort. 














: 
: 


2312 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


The economic feasibility of such a project is apparent. As we have stated 
before, we are unable to raise any additional funds to bring this project into 
existence. Nor would we be able to hypothecate our properties to you as they are 
already mortgaged to RFC. On the other hand, it is apparent that we could give 
a mortgage on all equipment purchased with funds you might make available 
to us. 

In light of the magnitude of this project, it is suggested that you utilize the 
technical assistance at your command and that you have your technical staff 
make arrangements to visit our property, examine the records and underground 
workings first-hand, and thereafter participate in a round-table discussion as to 
ways and means by which this substantial zinc production can be made avail- 
able to the national emergency. 

Yours very truly, 
L. E. Sertasrap, 
General Manager. 


Mr. Mansrtecp. I will say, also, that so far as the western Con- 
gressmen are concerned, we have had a great deal of difficulty with 
the defense minerals situation, and we have been very much disturbed 
because they are moving so slowly, and giving such little help to the 
people who are needing help in this type of national emergency. 

Thank you very much, Mr. Parker. 

Mr. Daumas. Before Mr. Parker leaves, I would like to ask him 
a question. 

Mr. Mansrrevp. Mr. Dalmas. 

Mr. Damas. I have one comment. It seems to me, in view of the 
production situation, that the DPA should get behind this proposi- 
tion, not only from the standpoint of this mine, but from the stand- 
point of all mines, and all metals that might be similarly situated. 

Mr. Tackle is here and at least he could comment on the point as 
to whether or not the Defense Production Administration might be 
willing to assist the committee in ironing out this situation. 

Mr. Tackie. The DPA has nothing to do with price policies, Mr. 
Dalmas. 

Mr. Damas. This is not a question of price, but it is a question of 
production. 

Mr. Tacxie. And in order to get around the situation, I agree with 
the Congressman; I think the only remedy lies in legislation, by put- 
thing on a premium-price plan. 

Mr, Datmas. The legislation is already in effect, is it not ? 

Mr. Mawnsrretp. No; not the premium-price plan. We got it 
through the Eightieth Congress, and the bill was vetoed by the Pres- 
ident, unfortunately, and we brought it up under suspension in the 
Kighty-first Congress, and we could not get the required two-thirds 
vote, so it did not go through. 

We are trying to bring it up again. 

Mr. Datmas. Iam sorry. I misunderstood. 

Mr. Mansriecp. Thank you, Mr. Parker. 

Mr. McCormick. Thank you, Mr. Parker. 

Mr. McCormick. Mr. Chairman. 

Mr. Mansrretp. Yes, Mr. McCormick; will one of your men and 
Mr. Tackle meet with Mr. Parker and see what you can give him in 
the way of advice, keeping in mind the fact that perhaps the only 
solution is a premium-price plan? . 

Mr. McCormick. I would like to make this clear, for the purpose 
of the record, that the Office of Price Stabilization will have a state- 
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ment on this copper situation later in the day. We are just not pre- 
pared to make it factually right at this point, because there are a lot 
of legal complications, and so forth, but we will have it for the record 
and the press, if necessary. 

Mr. Mansrie.cp. You will contact the Washington office in order to 
get the latest information ¢ 
~ Mr. McCormick. That is right. 

Mr. Mansrtevp. I think it should be brought out that insofar as we 
possibly can we are trying to meet some of these difficulties right 
here on the spot. 

I thank you again, Mr. Parker. 

Mr. Parker. Thank you, Mr. Congressman. 

Mr. Ritey. The next witness will be a witness appearing for the 
Pigeon Hole Parking Co. 


STATEMENT OF V. A. SANDERS, PRESIDENT, PIGEON HOLE 
PARKING, INC. 


Mr. Mansrietp. Will you give the reporter your name, title, and 
vour address, ple ase. 
~ Mr. Sanvers, V. A. Santlers, president, Pigeon Hole Parking, Inc. 
Our office is located at 519 Peyton Building, Spokane, Wash. 

Mr. M ANSFIELD. You may proces al. 

Mr. Sanvers. Now, we have some letters here, and I guess this 
will go to the chairman. 

Mr. Mansrrevp. Yes, sir. Proceed, Mr. Sanders. 

Mr. Sanvers. Our problem seems to be on structural permits. 

Mr. MANSFIELD. What kind of permits ¢ 

Mr. Sanpers. Structural permits, which the Government requires 
us to have, in order to put in these installations. 

Mr. MANSFIELD. Ally ioht . proceed, sir. 

Mr. Sanpers. And we were turned down on one at Tulsa, Okla. 
We have orders for several of these units, if we can get the permits. 
The citi s all seem to need the cley ice for parking, and there is noth- 
ing further that we can do, unless there is something that we can 
do to obtain the permits. 

Mr. Mansriecp. Do you have any trouble in getting the material ? 

Mr. Sanvers. Not too much. 

We have a little, and some of the large steel companies say that 
they can get it if they can get the permits to use it. 

Mr. Mansrieip. To whom have you applied for permit? 

Mr. Sanvers. We have applied directly to Washington, D. C. 

Mr. Ruiter. To the National Production Authority office ? 

Mr. Sanvers. Yes, sir 

Mr. Mansriecp. And» your headquarters are here in Spokane, are 
they ¢ 

Mr. Sanpvers. Yes, sir. 

Mr. Mansrrevp. Have you applied to the NPA representative for 
this region ? 

Mr. Sanpers. That was done at one time, Mr. McLean. was it not? 

Mr. McLean. There were over 25 tons of steel in each installation, 
so consequently the orders would have to come out of Washington. 
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Mr. Mansrretp. I see. But have you contacted the representative 
in this region ? 

Mr. McLean. Yes, sir. 

Mr. Mansrietp. And that was the information he gave you? 

Mr. McLean. Yes, sir. 

Mr. MansFreip. What kind of material do you use? 

Mr. Sanvers. It is all steel. 

Mr. Mansrtetp. All steel ? 

Mr. Sanpers. All steel. 

Mr. Mansrieicp. And you say that you are assured, if you could 
get the permits, that you could.go ahead with these installations for 
which you have contracts, or the possibilities for contracts ? 

Mr. Sanpers. That is right. We even have the deposits on installa- 
tions at this time. 

Mr. Mansrieip. Mr. Bartlett, what do you have to say on this par- 
ticular proposition ¢ 

Mr. Bartierr. Do I understand correctly that your problem is more 
or less a local proposition, for example, you cannot get a permit in 
Tulsa, Okla., but that you may be able to build one in Butte, Mont., or 
some other city? It not that the situation / 

Mr. Sanvers. No, sir. Our problem is all over the United States. 
We have inquiries, and people would go ahead and build them if they 
could get the permit. 

Mr. Bartierr. But they cannot get the construction permit any- 
where in the country ¢ 

Mr. Sanpers. That is correct. 

Mr. Bartierr. Well, that is governed by local conditions. I know 
that they wanted to build a big parking garage in Washington, D. C., 
and they were turned down. 

We would be very glad to go into the matter with you later on, if it 
is of a national nature, this problem of yours. 

Mr. Sanvers. I wonder if the Chicago deal is in yet, Mr. McLean? 

Mr. McLean. That has not been sent in yet. 

Mr. Sanvers. There will be one going in to Chicago. 

Mr. Mansrieip. What do you mean by that? 

Mr. Sanpers. An application for a permit for Chicago. 

Mr. Mansrtecp. For your company? 

Mr. SaNnvers. Yes, sir. 

Mr. Mansrtetp. Mr. Sanders, is that the only problem | you and Mr. 
McLean have in your company, this question of permits? 

Mr. Sanvers. That is all. 

Mr. Mansrietp. Would the both of you go outside there and meet 
with Mr. Bartlett, and discuss this matter and see what can be done? 

Mr. Sanpers. Gladly. 

Mr. Tackie. I wonder if I could talk about that for just a minute? 
We have just finished the third-quarter allocations on steel, and the 
demand for steel is about 170 percent of the available supply, and it 
issimply a matter of fusing the most important programs, or programs 
in the order of their importance, as to whether or not you need fr eight 
cars, battleships, and tanks more than you need parking garages. 

I know nothing of this particular problem and its partic ulir urg- 
ency, but it would not be possible to supply steel for a'l the needs of 
the country for some time to come. 
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Mr. Mansrretp. That is understood. I am just asking him to meet 
with Mr. Bartlett to see what can be done in order to meet that diffi- 


culty. 
The documents that you gave us will be made a part of the record. 
(The documents referred to are as follows:) 
PIGEON HoLe PARKING, INC., 
Spokane, Wash., July 2, 1951. 
The Honorable MIKE MANSFIELD, 
Chairman, House Committee on Small Business, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN MANSFIELD: We are enclosing herewith several letters, a 
brochure, and a report by the Federal Bureau of Highways pertaining to our 
Pigeon Hole Parking system of parking cars which we have been perfecting for 
several years and have a commercial parking unit in complete operation here in 
Spokane. 

Since completing this Spokane installation in December of 1950 we have re 
ceived Nation-wide recognition of this system of parking due to the following 
1acts: 

It can be installed for approximately $350 per car capacity. 

It is portable and personal property, consequently can be installed on a valuable 
leased lot where the duration of the lease could not exceed 5 years. 

The cost of operation is approximately one-third of the average ramp garage. 

As aforesaid we have received very favorable recognition throughout the 
United States due to the congested parking condition, consequently we have 
many orders that should be filled but due to present Federal regulations our 
permits have been turned down. 

In sending out the communication it is our hope that you will give every 
consideration of the facts involved pertaining to permits so that Pigeon Hole 
Parking Corp. might continue under normal business and that parking in con- 
gested areas in the many cities we have orders in may be eliminated for the future. 

Thanking you for your kind consideration, we remain, 

Yours very truly, 
V. A. Sanvers, President. 


JUNE 29, 1951. 
The Honorable MIKE MANSFIELD, 
Chairman, House Committee on Small Business, 
House of Representatives, Washington, D. C. 

DeAR CONGRESSMAN MANSFIELD: For the past 4 years the Better Parking As- 
sociation, sponsored jointly by the Retail Trade Bureau of the Spokane Chamber 
of Commerce and the Spokane Building Owners and Managers Association, has 
endeavored to improve the parking situation of the city of Spokane. The large 
increase in the use of automobiles and the reduction in available curb spaces 
has brought about a greater demand for parking in the downtown areas. Unless 
this demand is satisfied, widespread decentralization of the downtown business 
listrict will take place 

The Better Parking Association has taken the position that the erection of 
adequate off-street parking lots and garages is the only permanent solution to 

ie problem in Spokane. We have been very interested in progress made by 
he Pigeon Hole Parking, Inc., in the development of their apparatus, The equip- 
ment at the parking lot at North 22 Madison Street has proved satisfactory 

echanically and a recent survey conducted by the district traffic engineer 
of the State highway department shows the equipment to be highly efficient in 
handling cars both on entering the lot and on leaving the lot. The cost of the 
equipment is only one-third of the cost of a comparable ramp-type garage. 

We believe that the Pigeon Hole Parking equipment is a long step toward 
solving the parking problem in Spokane and we hope that every consideration 

ill be given them in the allocating of steel and other necessary materials. In 

e interest of public welfare, and in the maintenance of a healthy downtown 

isiness area we need many more off-street parking spaces. 

Yours very sincerely, 
H. A. Peyton, 
Erecutive Secretary. 
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OFrFrICceE OF THE MAYor, 
SpoKANr, WASH., March 27, 1951. 


To Whom It May Concern: 

Lack of parking space to meet local expansion has been a major problem 
in Spokane. Efforts to provide off-street parking areas have accommodated but 
a negligible number of cars comparatively. However, the recently constructed 
“pigeonhole” stricture accomplished more along this line for the space used 
than any other plan undertaken, and an additional unit is most desirable. This 
service has been very efficient. 

In view of our need for relief in the parking situation, we wish to recom- 
mend and request Governmental cooperation to the end that Pigeon Hole Park- 
ing, Ine.. may obtain any permits and materials necessary to extend their 
operations locally. 


Your sincerely, 
ARTHUR MEEHAN, Mayor. 


Crry oF SPOKANE, 
SpoKaNe, WasH. March 27, 1951. 
To Whom It May Concern: 

I have observed the construction and operation of the pigeonhole parking 
device as installed at the former Fox parking lot in Spokane. 

The operation has greatly increased the capacity of the parking lot, and tests 
made by the State highway department show that cars can be parked and/or 
delivered rapidly and without undue waiting periods for the patrons. Properly 
located, pigeonhole parking operations will be of great assistance in meeting the 
parking problem in Spokane and other cities, particularly in high-land-valuve 
areas where the operation of a one-level parking lot is prohibitive from a cost 
standpoint or where the erection of a conventional garage is not practical. 

The amount of critical materials required for pigeonhole parking is consider- 
ably less than that for conventional types of ramp or elevator garages. 

Yours very truly, 
H. F. Aumack, Trafic Pngineer. 


[Spokane Daily Chronicle, December 6, 1950] 
Wortp Beatine PAtH To Door or PARKING PLAN INVENTORS 
By Fenton 8. Roskelley 


Build a better mouse trap, so the saying goes, and the world will beat a path 
to your door. 

Vauchn and Leo Sanders have created what they think is a better parking 
system and, like the saying, the world is beating a path to their Spokane door. 

Their files are fat with letters from all over the world. The writers are 
interested in their “pigeonhole” parking system, which is getting its “‘world pre- 
miere” this week in Spokane. 

Businessmen, civic officials, investors, contractors, and engineers are con- 
verging on the city to take a look at the pigeonhole parking installation at North 
22 Madison. Many of the visitors are expected to sign contracts to build pigeon- 
hole units in their cities, States, and countries. 

The Sanders brothers opened their files to a reporter. 

They showed letters from virtually every big city in the United States, and 
from New Zealand, Switzerland, Belgium, the Philippine Islands, Venezuela, 
Cuba, France, England, Brazil, Union of South Africa, Argentina, and many 
other foreign countries. 

All the letters have been written in the last year. Many were written the last 
few weeks. 

Some letter writers want to know how the pigeonhole parking system operates. 
Some want franchises to build parking units in their countries or cities. 

Interest has quickened the last few months as the result of the construction 
of the world’s first commercial installation in Spokane, according to Vaughn 


Sanders. 
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For example, he received a long-distance call from a businessman in California 
yesterday. The businessman wanted a franchise to build the units in New 
Zealand. 

“He’s flying to Spokane to take a look at our unit,” Sanders said. 


SPOKANE MAN, TOO 


A few minutes after Sanders got through talking over the long-distance tele- 
phone a Spokane businessman walked into his office and said he was in- 
terested in putting up another unit in downtown Spokane. 

“This thing is getting so big we are a little reluctant to put out much in- 
formation on the system,” Sanders said. We're afraid we won't be able to 
handle the business that’s already developing.” 

The brothers demonstrated their parking system to members of the chamber 
of commerce after the chamber’s luncheon yesterday. 


Up She Goes---Into Its Pigeon Hole Loft 





Workers finishing construction of the unique pigeonhole parking lot, or building, or lo‘t, 
are shown testing the hydraulic lift which rolls and raises cars into any one of the 142 
parking holes in the four-story steel skeleton V. A. Sanders, president of the Pigeon 
Hole Parking Corp., which holds patents on the new installation, said he expects the lot 
to be open by the end of this week. It is located at North 22 Madison. 


CHECKS RECORDED AT “PIGEONHOLE” 


Spokane’s “pigeonhole parking” installation, the first of its kind in the Nation, 
apparently has passed a Federal Bureau of Public Roads test with top grades. 

John Chaffee of Spokane, district traffic engineer for the State highway de- 
partment, yesterday gathered information on the installation and made time 
checks for the Federal bureau. 

He said today he was amazed at how little time it takes for a motorist to park 
a car at the lot, and also how little time elapses between the time a person pre- 
Sents a ticket and the time he receives his car. 
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The Federal Bureau of Public Roads wants to know how the pigeonhole park- 
ing system compares with typical ramp garages and lots, Chaffee said. 

It asked for copies of plans and specifications of mechanical equipment and 
the parking stalls. It also requested “an index of time delays for parkers.” 

Chaffee made time checks on all cars parked at the lot at North 22 Madison 
during an S-hour period yesterday. 

He found that motorists can drive their autos into the lot and leave them for 
parking in the stalls in less than 1 minute. 

“I timed the cors from the moment they cross the curb at the entrance until 
the drivers stepped out to leave the vehicles,” he said. “Time lags ranged from 
12 to 6O seconds.” 

He also checked time lapses from the moment drivers presented their tickets 
until the hydraulic elevator delivered their cars on the ground level and the 
drivers stepped into the vehicles. 

The time lags for “retrieving” cars ranged from 44 seconds to 2 minutes. 

Chaffee said the time lags for retrieving cars are “exceptionally significant.” 
Ramp garages usually take several minutes to deliver cars. 

“The time checks would indicate the pigeonhole system compares favorably 
with ramp garages and ordinary parking lots,” he said. “Motorists apparently 
can park their cars and get them in considerably less time than at other parking 
facilities.” 





Report ON PARKING FacrLity 


(SEQUEL TO DECEMBER 20, 1950, STUDY) 


— 


. City, State, date of report.—Spokane, Wash., April 6, 1951. : 
Name of facility —Pigeon Hole Parking, Inc. 

Type —Lot—pay. 

Location.—North 22 Madison Street. 

Ownership.—Private enterprise. 

Management.—Owner. 

. Operation by.—Private enterprise. 

. Usage-—Pubilic. 

9. Design features.—(See December 20, 1950, report.) 

10. Operation characteristics —At the suggestion of the Bureau of Public 
Roads, a second study was conducted on April 6, 1951, between 1:30 p. m. and 
4:30 p. m. at the pigeonhole parking lot on North 22 Madison Street, Spokane, 
Wash. The two principal reasons for conducting this’ second study were (1) 
to time the mechanical operations of the elevator system, and (2) to observe 
how much motorists were delayed at this parking facility during a peak load. 

Two employees of the Washington Department of Highways, district No. 6 
office, took these observations. 

In regard to the mechanical operating time of the elevator system, the time to 
transfer vehicles with the hoist from the elevator to a pigeon hole, and vice versa, 
while the elevator was at rest was observed. This basis transfer time for the 
loaded hoist to be extended from the elevator and to park a vehicle in a pigeon 
hole and return to the elevator unloaded varied from 16 to 19 seconds. The 
transfer time for the unloaded hoist to be extended from the elevator and to 
claim a parked vehicle in a pigeon hole and return to the elevator loaded varied 
from 16 to 17.5 seconds. Thus, this means that the minimum time for a car to be 
disposed of by this mechanical system would vary from 32 to 36.5 seconds. An 
example of this would be when a car was taken at an entrance stali and placed 
in a pigeon hole directly across the aisle. An actual timing of this complete 
operation was clocked at 34 seconds. Similarly, an actual timing of a complete 
operation for the most remote situation in the facility was §2 seconds; this 
consisted of getting a vehicle at the most remote entrance opening, taking it 90 
feet transversely and 21 feet up (fourth deck), placing the vehicle in the end 
pigeon hole, and returning to rest at the entrance opening. Though the elevator 
moves vertically at the same time it moves horizontally, the downward move- 
ment of the elevator is quite time consuming. The management stated that a 
larger piston and pump are being designed for the hydraulic system of the eleva- 
tor so that the downward movement can be speeded up by 20 percent. 

In regard to the observatious of how much motorists were delayed at this 
parking facility during a peak load, an unsuccessful attempt to get these peak 
load characteristics was attempted on Saturday, March 31, 1951 between 1 and 
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> p.m. There was very little demand in which the parking and unparking of 
vehicles inflnenced each other. 

On Friday, April 6, 1951, during the course of an Inland Empire Teachers’ 
Institute meeting in Spokane, another set of observations was made between 
1:30 and 4:30 p. m. As in the other studies, relinquishing time observations 
were made from the moment vehicles entered the lot until motorists were free to 
step out of their vehicles at an opening. Retrieving time observations were made 
from tae moment motorists presented their claim tickets to the attendant until 
they were free to step into their vehicles and drive away. All vehicles entering 
and leaving the facility between 1: 30 p. m. and 4: 30 p. m. were recorded and are 
shown in tables Nos, 1 and 2. 

Of the 29 vehicles which came into the facility during the study period, the 
average time to relinquish a vehicle was 18 seconds; in only one instance was an 
entering vehicle delayed by another vehicle from proceeding directly into a 
stall. 

Of the 50 vehicles which were claimed at the facility during the study period, 
the average time to retrieve a vehicle was 65 seconds. As noted in table No. 
2, 14 of the 50 motorists claiming their vehicles were delayed by other vehicles 
heing parked or retrieved. The average time to retrieve the 36 vehicles not 
influenced by other parking or unparking was 54 seconds. The average time to 
retrieve the 14 vehicles influenced by other parking or unparking was 94 seconds. 

A comparison of average times of the December and the April studies shows the 
December relinquishing time of 31 seconds against an April time of 18 seconds. 
lhe December retrieving time averaged 70 seconds and the April time 65 seconds. 
These over-all retrieving time averages are on the basis of 5 out of 58 claimants 
being delayed by other parking or unparking in December and 14 out of 50 
claimants in April. 

11. Comments.—At the time the December study was made, this facility had 
been open for only 2 weeks. The average time for relinquishing a vehicle has 
been definitely improved because most motorists know how to proceed into an 
entrance stall. The average time for retrieving a vehicle has been lessened 
somewhat as the elevator operators have become more proficient. 

In regard to the mechanical handling of the vehicles, the management reports 
that their insurance company has not had occasion to pay any claims since this 
facility went into operation last December. 

The location of the Pigeon Hole Parking facility and the type of parkers 
who use it are such as not to yield a concentrated demand for parking. The 
facility is in a fringe business area where parking metered stalls are often vacant. 
The parkers who use this facility tend to be long-time parkers, If more extensive 
time-delay studies are desired at Pigeon Hole Parking facilities, it would be 
advisable to conduct same in the critical parking demand area of cities where 
these facilities are planned to be constructed in the near future 

The management reports that if structural permits are forthcoming from the 
Federal Gevernment that several new installations will be made in Los Angeles 
County, Calif.; across from the Chicago, IL, city hall; and in Tulsa, Okla. 

12. Reported by: John L. Chaffe, Washington Department of Highways, dis- 
trict No. 6 traffic engineer. Address of Pigeon Hole Parking, Inc.: 518 Peyton 
Building, Spokane 8, Wash. 


Mr. Mansrrecp. Our next witness will be Mr. Joseph Rubens, of 
the Spokane Stove & Furnace Co. 
Mr. Rubens. 


STATEMENT OF JOSEPH RUBENS, PRESIDENT, SPOKANE STOVE & 
FURNACE REPAIR WORKS 


Mr. Mansrtetp. Mr. Rubens, will you be seated and please give the 
reporter your name, the name of your company, and your title‘ 

Mr. Runens. My name is Joseph Rubens, and I am president of 
the Spokane Stove & Furnace Repair Works, 914 West First Avenue, 
Spokane, Wash. 

In January 1951, we prepared and sent brochures to the Army, the 
Navy, and the Air Force, in the quantities that they required, giving 
a complete outline and description of our corporate set-up, our ex- 
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perience with war contracts during World War II, as prime contrac- 
tors of the United States Navy. 

We forwarded a photograph of our plant and a complete descrip- 
tion of our plant operations, including all the tools and facilities, for 
manufacturing our goods. 

We sent descriptive literature of the type of products that we were 
producing during peacetime in the interest of obtaining some defense 
work, either as a prime contractor or a subcontractor, and the best 
that we were able to get was that our brochures would be placed on 
file, and that we might hear in a few weeks or a few months, and 
perhaps never; and the thought is that so much of the material in 
our products is curtailed, brass, copper, aluminum, and so forth, 
for the product that we manufacture, that our business does not have 
a good outlook, unless we are producing something for the Govern- 
ment to supplement that which is being dropped. 

During the last hearing Senator Cain was here, and Mr. Stevents 
who is the professional panel chairman, took this brochure back to 
Washington, and copied out of it all of the important matter, and 
said that it was not a dead issue, but it was not a live issue, either. 

Mr. Mansrievp. Mr. Rubens, is Senator Cain a member of the 
Senate Small-Business Committee ? 

Mr. Revsens. I do not know whether he is or not, but at least he 
was here with the last panel. 

Mr. MansFietp. What panel are you referring to? 

Mr. Rurens. The small-business men’s panel. 

Mr. Mansrtevtp. But under whose auspices was it sent out / 

Mr. Rusens. I thought that it was the small-business men’s com- 
mittee. 

Mr. Owen can answer that better than I can. It was just here 
about a month ago. 

Mr. Mansriecp. Mr. Dalmas, do you have any information on 
this matter? 

Mr. Dacmas. I believe that was the clinic held by the Senate Small- 
Business Committee, and Senator Cain is a member of that com- 
mittee. 

Mr. Hansrtevp. He is a member? 

Mr. Datmvus. Yes. 

Mr. Mansrrecp. You went over your problem with that panel at 
that time? 

Mr. Rusens. Yes; I made a statement, and then I went to my office, 
and they called me and told me to come back. I came back, and 
Senator Cain made a quick review of it, and he instructed Mr. Stevens 
to take it back to Washington and see what could be done about it. 
I got a nice letter saying that they had copied the pertinent informa- 
tion from it, but there was no promise that anything could be done, 
but the committee itself said that that was one of the $64 questions; 
that there was not enough available defense work to pass around, 
and so much was done at cost and less than cost in order to get mate- 
rials available that small businesses like our own would have to struggle 
and find their own way out. -- 

Mr. Mansrtecp. You have made an effort, though, to turn your 
plant into the production of defense goods ? 

Mr. Rusens. You do not have to make an effort; it is all there. 
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Mr. MAnsrtevp. It is all there? 

Mr. Rupens. Yes. 

Major Wuarron. I have a question, Mr. Chairman. 

Mr. Mansrievp. Go ahead, Major. 

Major Wuarron. What items did you ask the various defense 
agencies to list you on‘ 

Mr. Rusens. You see, we sent this brochure to all of these agencies. 
I think the Navy got five copies of it, and in this brochure we listed 
all the items that we produced during World War II, under the 
various Navy prime contracts. We also listed all the items that 
we produced of civilian goods. We listed all of our tools and machines ; 
we listed our personnel, and which one individually was in charge of. 

Major Wuarton. Mr. Chairman, may I explain to the witness what 
is necessary in order to be listed on a purchasing officer’s list for 
procurement ¢ 

Mr. Mansrrecp. Yes; please do. 

Major Wuarron. Whether it is the Army, Navy, or the Air Corps, 
it makes no difference. ‘The purchasing officers of the various defense 
agencies have listings, and they may list you for 1 or 6 or 20 prod 
ucts, but you must specifically tell that purchasing officer the types 
of products you wish to fur nish for the Government. 

In listing all of the things you have done in the past, you may be 
able to make all of those things still; but unless you request that 
specific watched ida to list you for each of those 20 products, 
he may not know whether you still have the machinery to manufac- 
ture them. 

A great many of the businesses that did war work during the 
Second World War have since sold off their machinery which made 
them capable of producing those products. 

Now they are incapable of producing them, even though they pro 
duced them during the Second World War. So, the fact that you 
may have produced fuzes for bombs does not necessarily mean that 
you can still produc e them. 

Accordingly, one of the things you must do is to tell the various 
purchasing officers what you wish to sell the Government. I believe 
that you have a very fine brochure, from what I can tell of the things 
you say you have listed. However, I am afraid that it has fallen 
into the wrong hands. It must go with a request to be listed for 
these products, and I will gladly tell you to whom it should be sent. 

We have certain publications in the Dapartment of Defense, and 
one of the main ones is the list of purchasing offices of the Govern- 
ment agencies under the Department of Defense, and what they buy. 

You may also be able to sell to some of the civilian agencies. 

But I will check with you afterward, if you will, Mr. Rubens, and 
see if you have written to those specific offices. 

Mr. Rupens Yes, sir. 

The Army sent us oe brochures, telling us — the Govern- 
ment buys and where they buy them, and so forth, but practically all 
of that is complete goods, and very few of them, if any, come u nder 
this e ategory. 

We did specifically tell them in our brochure that we did handle, 
and are still capable of producing, all the items that we produced in 
World War II, plus all the individual items that we can produce today. 
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Major Wuarron. Of course, you may produce things that 
are only part of the end item, and most of the military service by the 
end items. That is quite true. 

I think that it would be beter if I discusssed this matter with Mr. 
Rubens as to his particular problem outside of the meeting, Mr. 
Congressman. 

Mr. Mansriexp. Yes, that is a good idea, Major, and when we get 
through with the witness we will ask him to go outside and meet wit) 
you so that we can see what might be done on the spot. 

Do you have anything more to say / 

Mr. Rupens. I do not have anything more to say. I would like 
to ask one question, however. We are manufacturing lighting fix- 
tures, and outdoor barbecues or stoves, and what-have-you. The stee! 
available is not assigned in that instance, and I just wondered if we 
were going to get special ratings for nonallocated steel. 

Mr. Mansriewp. Well, Mr. Dalmas, could you answer that? Mr. 
Bartlett is not here; that is his field. 

Mr. Damas. It is my understanding that under the controlled- 
materials plan you have a certain amount of unallocated steel, and you 
will have to try with other people who want that free steel, to get your 
share of it. Ido not think that there is any way you can get it under 
an order, unless it is declared essential, either for the defense or for 
civilian use. 

Mr. Rurens. In other words, catch-as-catch can? It only indi- 
cates that there will be a further very serious curtailment, because 
practically all of the suppliers, in order to replace their supply of 
stock of steel, will virtually demand allocation orders, because, if 
they give it out free, they will not be able to replace their own stock. 

Mr. Datmas. They can demand an allocation order, if you have 
a defense contract, or if you have a supporting defense contract. It 
is very likely that the order will carry on through to the producer, 
so that under those programs you can get your steel. 

Now, if it is a collateral program, such as agricultural equipment, 
or perhaps some others that have some sort of rating, that does not, 
understand it, carry beyond the producers’ equipment. 

In other words, he cannot feed that out to his suppliers and have 
them use his allocation orders to get steel. The allocation that he 
gets is what he uses. 

Mr. Rusens. I see. 

Mr. Datmas. So, you will have a certain amount of free steel in 
that connection. 

Now. I would like to ask Mr. Tackle, Mr. Chairman, who mentioned 
the fact that for the third quarter the demand is 175 percent of the 
estimated production of ir and I wondered if he could supply the 
committee with the tons and percentages now under allocation for 
the third quarter on the military program, the supporting program, 
and collateral programs, and how much estimated free tonnage we 
will have during the third quarter of all types of steel. 

Mr. Tackie. Well, that is the NPA Steel Division that would do 
that. I do know that it was necessary to cut back the defense pro- 
grams, the prime defense programs, such as airplanes and tanks, and 
things of that kind, and cut back rather severely the defense sup- 
porting programs, the ship program, the agricultural machinery 
program, and things of that kind. 
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Mr. Darmas. Is not that because you have a shortage of certain 
products, and it is not a shortage to the extent indicated, as the de- 
mand is 175 percent for the total steel production? You do have 
a shortage, a shortage of heavy steel beams that are going into new 
steel mills, and so on, structural materials. You have a shortage of 
plate, perhaps. You have a shortage of light-guage steel; but of 
your total prospective supply for the third quarter, the demand is 
not as much as 175 percent of the total supply. Is it? 

Mr. Tack iz. The total tonnage, yes, sir. 

Mr. Datmas. Well, I would be very happy, and I am going to ask 
the Chairman to support me in it, to have figures on those for the 
third quarter. 

Mr. Mansrtetp. The chairman will be most happy to ask for them, 
and Mr. Tackle, if you will get those figures and supply them to this 
committee, we will be very appreciative. 

Mr. Tacxte. I will beglad to. 

Mr. Mansriecp. Mr. Dalmas, do you have anything further? 

Mr. DatMas. I do not think so, no, sir. 

Mr. Mansrievp. Mr. Rubens, will you meet with Major Wharton 
today ¢ 

Mr. Rupens. I shall be very happy to. 

Mr. Mansrrevp. Thank you, sir. 

The next witness, or perhaps witnesses, will be Mr. Bob Wilkinson 
and Mr. John Boothe. 

Mr. Datmas. Mr. Chairman, before the witness proceeds, could 
I touch on this copper situation, please, just for a moment? 

Mr. Mansrtewp. Yes, go ahead, Mr. Dalmas. 

Mr. Darmas. It has been my understanding that in connection 
with aluminum as one item which is stockpiled by the Munitions 
Board, in cooperation with the General Services Administration, that 
they have been endeavoring to reactivate some high-cost aluminum 
producing plants, and they are permitted to pay premiums for stock- 
piling purposes, 

It seems to me that if we are stockpiling copper that we might use 
the same idea and help these smaller producers by taking the higher- 
cost copper and putting it in the Nation’s stockpile, which I believe 
they have authority to do at a higher price. 

Mr. Mansrievp. Well, perhaps that is true, Mr. Dalmas, but it 
seems to me that I recall a communication with the Department of 
Defense about 3 years ago to the effect that at that time they had 
entered into a contract with a Canadian copper concern to buy cop- 
per on a 5-year basis at 18 cents a pound. Now, the difficulty is 
that there is an extreme shortage in this country at the present time, 
and much of it has to go into worth-while production necessary 
for the war effort, or the defense effort, which makes it very difficult 
to accumulate a stockpile. 

As I have indicated before, we have a 500,000-ton-a-year shortage 
in copper, and it is a pretty difficult thing to get any kind of a stock- 
pile on that. basis. 

However, I think that what you have suggested is very logical, 
and I think that this committee should look into the possibility of 
authority having been given to the defense establishment or the 
National Security Resources Board, to buy copper at a premium 
price, for the purposes of stockpiling in the national interest. 
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‘ am glad you brought that point up. I think it is very worth 
while, 
Mr. Datmas. We will look into it. 


STATEMENT OF JOHN F. BOOTHE, VICE PRESIDENT AND MANAGER, 
BROWN-JOHNSTON CO. 


Mr. Mansrrevp. Will the Witness please give his name, title, and 
address to the reporter? 

Mr. Boorne. My name is John F. Boothe, and my title is vice 
president and manager of the Brown-Johnston Co. That is North 
118 Lincoln Street, Spokane. 

I have come here in behalf of the National Electrical Contractors 
Association, Inland Empire Chapter. 

Mr. Mansrrecp. Proceed. 

Mr. Boorur. I have a prepared brief here, and perhaps in some 
cases if I read certain sections of it it might expedite this matter. 

Mr. Mansrtevp. Fine. 

Mr. Boorne. The first section has to do with the identification of 
this organization. 

This organization represents the electrical contracting industry 
in eastern Washington and northern Idaho. Although most of the 
members of the organization are larger electrical contracting firms, 
equipped particularly to perform electrical construction and main- 
tenance projects of all types and sizes in commercial, industrial, and 
governmental facilities, all would be classified as small businesses. 

Because of its highly competitive and flexible nature, the electrical 
contracting industry, and, in fact, the entire building construction 
industry consists almost entirely of very small business establish- 
ments. Approximately 11,000 electrical contractors in the United 
States who are stable enough to be considered as regular business 
establishments employ about 100,000 electrical workers—an aver- 
age of less than 10 employees per shop. Only 100 electrical con- 
tractors in the Nation normally employ more than 100 electrical 
workers each. 

We are dealing, therefore, with a relatively large industry con- 
sisting of very small firms doing, collectively, an annual business 
volume of $1,250,000,000 on a high turnover, low-profit-margin -basis 
and performing complex and technical services upon which the Na- 
tion’s defense and standard of living are vitally dependent. 

We wanted to stress that these small firms are dependent, to a 
large extent now in the war effort due to the restrictions on the 
regulations. 

This industry has special problems evolving from its paradoxically 
large-small nature. Several problems peculiar to this period of mo- 
bilization need only be catalogued as important; it is assumed that the 
comunittee has been presented a great deal of evidence in regard to 
these problems already. They include the complexity and inapplica- 
bility of various regulations of the Federal agencies charged with 
production controls and economic stabilization. Most of the initial 
problems in regard to these regulations stemmed from the apparent 
failure of officials to recognize the unique features of the construc- 

tion-contracting industry. Contractors have been grouped either with 
manufacturers, in the case of production regulations, or with dis- 
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tributive and service industries, in the case of economic stabilization 
regulations. Compliance with some of the regulations consequently 
has been unnecessarily difficult and sometimes almost impossible. The 
agencies now appear to be modifying certain regulations and con- 
sulting with the construction industry to find ways of making regula- 
tions more applicable. 

We have one problem in our Government contracts, and we find 
many times it is impossible to get the contracting agency to accept our 
trade association dues as part of our costs. 

Under this heading we feel that, being a small firm, or being a 
group of small firms, that we must subseribe not only to our local 
MECA chapter but also to our national chapter, which supplies us 
with a business management service. ‘To us that is as much a part of 
our business cost as a large organization has with its technical per- 
sonnel that they ‘cal for certain specific studies and other purposes. 

Mr. Mansrrevp. Generally, what does that amount to? 

Mr. Boorne. Well, it could be from 1 to 2 percent, based upon 
labor cost, usually. 

Mr. MAnsrtecp. I see. 

Mr. Boor. And we will try to have the committee consider that, 
because we have had a number of communications with different 
agencies and contract groups of the Government, and they have not 
entirely accepted that as one of our costs of doing business. 

Under the cost- plus-fixed-fee construction contract that has not been 
considered. I am covering a small part of our problem here, and then 
Mr. Wilkinson is going to cover the balance, so I am going to skip over 
to another section. 

Mr. Mansrtetp. Mr. Boothe, will you give that complete statement 
to the committee for filing? 

Mr. Boorne. Yes, sir, we have this in full for your use. 

I will read this paragraph about association dues. 

A problem of contractors in dealing with the Government involves trade as- 
sociation dues. It was emphasized at the beginning of this statement that the 
construction industry is composed largely of very small companies. Many man- 
agement services which large companies can provide for themselves cannot feas- 
ibly be provided by small firms within their own organizations. They must 
resort to their trade associations for such services as labor relations, coordi- 
nation with Government authorities, and guidance on regulations, information 
on supply problems, and many other services which have a very definite benefit 
to customers. It is common practice in the construction industry to account for 
trade association dues as direct job costs, since they have a direct bearing on 
job performance, The spreading of cost for management services provided 
results in considerably lower cost to the customer for his share of the benefits of 
such services than in the ease of self-sufficient, large firms providing such 
services for themselves at substantial overhead cost. 

Nevertheless, trade association dues are not regarded as allowable 
costs in cost-plus-fixed-fee construction contracts with the Department 
of Defense. Paragraph 15-404 of the armed services procurement 
regulation lists such dues as unallowable costs. Paragraph 15-204, 
however, specifically permits such dues in supply contracts. 

To the best of our knowledge, no reasonable reason has been ad- 
vanced for this obvious inequity. We believe it should be corrected 
in the interest of fairness and efficiency. 

Governmental force account construction: Some Government 
agencies have frequently exceeded the usually accepte “dl limits of Fed 
eral activity in construction by buying most materials needed for 
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certain projects and by performing construction work with agency- 
employed crews. The Bureau of Reclamation, especially, ec ea 
ticed force-account construction, which usually is regarded as inefficient 
and costly. Although limited by Congress to a very small percentage 
of their appropriations for emergency-force account construction, that 
agency appears sometimes to use much of that authorized amount for 
some favorite projects such as those involving large electrical instal- 
lations. We believed this situation, too, should be investigated. 

The facilities are available locally in the West for doing electrical 
work necessary on these projects, and unless a contractor gets an 
opportunity to do this business, naturally he is out of potential busi- 
ness volume. 

Also, we have another problem that comes under the heading of 
“Disruption of local conditions.” This problem is causing us some 
trouble right now. It is closely related to the centralization problem, 
which will be discussed by Mr. Wilkinson, and that is the disruptive 
influence which can be caused by action of governmental agencies and 
prime contractors on important contracts. 

As an example, contractors in a large area around an Atomic Energy 
Commission installation have been seriously handicapped for several! 
years because the wages paid construction workers on cost-plus-fixed- 
fee contracts for construction at the installation are considerably 
higher than the wages in effect in the surrounding area. The wages 
pee in the surrounding area have been established through collective 
margaining and, hence, are more economically realistic. However. 
the higher wages and other benefits provided at public expense at the 
installation disrupt the labor market and make it difficult for local 
employers to procure necessary manpower. 

In the same installation, the prime contractor and Government 
agency recently placed some construction projects on a 6-day week, 
paying heavy overtime rates for the sixth day. Although this action 
was explained! on the basis of urgency of mobilization needs, it seems 
hard to reconcile with the surplus of construction workers now avail- 
able in that area and reported lay-offs of construction workers at the 
installation. The action was disruptive in setting a pattern of earn- 
ings which cannot be met practicably by other employers securing 
workmen from the same unions. . 

We suggest that agencies and prime contractors on large projects 
be required to maintain labor conditions consistent with those estab- 
lished through collective bargaining in adjacent areas and that em- 
ployers or employers’ associations in such adjacent areas be consulted 
on labor relations policies of general significance and advised of im- 
portant policy changes being contemplated. 

I think that covers the section of our problem that I wanted to 
discuss. 

Mr. Mansrietp. Mr. Boothe, has Spokane and the surrounding area 
expanded because of the emergency or it is true there is an oversupply 
of skilled labor in this area? 

Mr. Boorne. The situation during the current period, I think, has 
been relatively stable. : 

During World War II we had some tremendous installations placed 
in this area, light metal plants and several military installations also 
27 i Farragut and Galena, and the Atomic Energy plant and 
others. 
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However, we had had no such program under the present emergency. 

It is true that the Atomic Energy Commission has increased the 
size of their plant substantially, but the main points that labor has 
been sent from to this area, or rather have been sent to, from this area, 
have been Alaska, and perhaps down to the Atomic Energy set-up in 
another district. 

There has not been much expansion, I would say, in this area during 
the current emergency. 

Mr. Mansriexp. I see. 

Mr. Dalmas? 

Mr. DatMas. No questions. 

Mr. MansFietp. Well, thank you, Mr. Boothe. 

We will now hear from Mr. Wilkinson, and we will have your full 
statement for the record. Leave that with the reporter for the record. 

Thank you very much. 

Mr. Boorne. Thank you. 


STATEMENT OF ROBERT L. WILKINSON, MANAGER, INLAND 
EMPIRE CHAPTER, NATIONAL ELECTRICAL CONTRACTORS AS- 
SOCIATION, SPOKANE, WASH. 


Mr. Mansrrecp. Will you please give your name, title, and address 
to the reporter / 

Mr. poate My name is Robert L. Wilkinson, and I am 
manager of the Inland Empire Chapter, National Electrical Con- 
tractors Association, 501 Empire State Building, Spokane, Wash. 

Gentlemen, I am going to take up about one single problem that 
we have here in order to elaborate on Mr. Boothe’s comments. 

This one, I think, is perhaps the most serious problem that we 
are running into, or the one that we expect to be the most serious as 
time goes on. 

The present pattern on governmental type construction appears to 
show a trend toward some overcentralization, which we think is a 
threat of monopoly in the construction industry. 

Now, I think the governmental policy which has been published 
and which we have heard about are generally beneficial for the 
construction industry. They are the type of thing we certain would 
want, but with the actual practice we have seen so far, that has not 
been in line with that policy. 

I am going to go into a certain amount of detail here on one specific 
case we have, which involves the General Services Administration. 
That is merely an example of the problem that we see. I think it 
also applies to some other agencies to a greater or lesser extent. 

[t is a traditional construction fact that speciality contractors per- 
form specialty mechanical functions, such as electrical, plumbing, 
heating, piping, and air conditioning, either as subcontractors to the 
general contractor, or, preferably, as specialty contractors having a 
direct contract with the aw arding authority. 

Structural work, as contrasted to mechanical work, is directly 
related to general contractors’ usual functions and is performed 
either by general contractors’ own forces or, in some cases, by their 
subcontractors. 

Our particular example here, which was a deviation from that tradi- 
tional practice and which created the problem, involved the Spokane 
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Electro-Metallurgical plant, which was used during the last war 
for the production of magnesium. 

Mr. Mansriecp. Pardon me. Was that the Timmons plant ? 

Mr. Witxrnson. No; I do not believe so. 

Mr. Mansrtevp. Is that plant still operating! 

Mr. Owen. It is in transition now. 

Mr. Wivkinron. It is being reconverted for magnesium production 
again. 

Now, the General Services Administration awarded a contract to 
the Morrison-Knudsen Co. to rehabilitate the electro-metallurgical 
plant here to place it back into the production of magnesium. 

It is understood that the congressional appropriation for this 
project was in the neighbodhood of 11. million dollars, and that a 
cost-plus-fixed-fee contract of some type was arranged, although 
details of the transaction have never been made public. 

Mr. Mansrrevp. Perhaps Mr. Bradeen could answer the query 
that you have raised as to the type of contract awarded. 

Mr. Brapren. It is acontract being handled from the Washington 
office, and I am not familiar with the details, and neither is Mr. Graff. 

There will be a committee out here on the 10th, 11th, and 12th of this 
month, in order to go into this situation, and they will be in a position 
to give you all the details which you wish to have. 

They are what we call our “magnesium committee,” and it is headed 
by Mr. John Jacks, and I will see that he gets in contact with you when 
he cores in. 

Mr. Wiixtnson. Thank you. 

Mr. Brapren. It is a special kind of operation and I am not famil- 
iar with it. 

Mr. Mansrrecp. Thank you, Mr. Bradeen. 

Mr. Wiixtnson. This particular case, as I will explain in a minute, 
has been settled very satisfactorily, so far as we are concerned, but we 
wanted to use it to illustrate the problem, because we are afraid that 
sometimes these problems will not be settled as satisfacorily as this 
one was, 

The Morrison-Knudsen Co., which, of course, is a very large genera! 
contracting firm, assigned this project to the H. K. Ferguson Co., 
Inc., of Cleveland, a wholly owned subsidiary of Morrison-Knudsen. 

The Ferguson Co. began hiring electricians and other skilled me- 
chanics in Spokane in February and announced that they would per- 
form all construction functions with their own manpower. 

We protested that and attempted to influence the Ferguson and 
Knudsen companies to realize that it would be to the general benefit 
if some of those special functions were subcontracted. 

However, when we were unsuccessful in doing that we appealed to 
the General Services Administration, and asked them to require that 
they be subcontracted which, we felt was in line with governmental 
policy and subcontracting, and also was more economical and less 
wasteful, inasmuch as they were specialty contractors, and we were 
concerned primarily with electrical contractors in the area and were 
very well qualified to do the job, and who had the manpower and 
organizations ready, in fact, lying idle at that time, which could have 
done it. 

In this particular case we did not get very far with the Genera! 
Services Administration—well, we cannot say whether we did or 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 2329 


not—but we were advised by them, although the construction already 
was under way, that the decision had not yet. been made as to whether 
this would be subcontracted work or not. So we did not waste any 
more time in order to find the decision, but we appealed for congres- 
sional assistance, together with the Spokane Chamber of Commerce, 
the Spokane Construction Council, and some other organizations, in- 
cluding the House Committee on Small Business. 

Now, by some means or other, I do not know what, the Morrison- 
Knudsen Co. and the Ferguson Co. decided to sublet the work in this 
case. We have no complaint against them whatsoever, because they 
did eventually come around to the type of thing we were promoting. 

However, the opinions of the General Services Administration did 
not seem to us to be very sound and in line with the Government's 
| olicy on subcontracting, and it looked to us to be a rather basic fallac \ 
having to deal with the construction program. 

To illustrate that I would like to read a quotation or an excerpt 
from a letter written by Jess Larson, Commissioner of General Ser\ 
ices Administration, which was written to Congressman Walt Horan, 
dated Api 1 26, 1951, which expresses the reasons for not subcontract 
Ing the mechanical work. 

The mechanical work—or rather, the electrical work by this time 
had alreacly been sub ‘ontracted, and the final results of this case was 
that the electrical work alone has been subcontracted, and the plumb 
ing and other mechanical work has not. 

Mr. Larson says: 


Prior to negotiating a contract with the Morrison-Knudsen Co., consideration 
was given to the fact that the Spokane project was of a complex nature and that 
the contractor to be awarded this work should be very well qualified Phe 
Morrison-Knudsen Co. and its affiliate, the K. H. Ferguson Co., have had exten 
sive and intensive experience on a large volume of various industrial and me- 
chanical construction work. This association has developed a complete and 
fully integrated staff of qualified and experienced field supervisors to direct the 
work of the mechanical crafts without requiring additional supplementary super 
vision that might be supplied by subcontractors. Such additional, or supple 
mentary supervision would not only be unnecessary, but would actually impede 
the work to be done by injecting an additional step into the chain of supervision 
and by dividing the work into portions each of which would be performed by 
separate employers holding separate subcontracts. As this group now works 
through single and unified supervision, all phases of its work can be closely 
coordinated which results in very high efficiency. Further, the addition of sub 
contractors naturally pyramids the over-all cost of the project by adding sub 
contractors’ overhead and proiit. Therefore, it is not contemplated at this time 
that other phases of the mechanical work will be subcontracted. 

We answered that letter, Just as a matter of general policy, and we 
received a letter from W. FE. Reynolds, Commissioner of Public Build 
ing, dated May 28, 1951, which stated in part: 

In the matter of cost-plus-a-fixed-fee contracts, the only real governing policy 
we have is to conserve the Government's interests. Our method, which has been 
described before in the case of the Spokane electro-metallurgical plant, was not 
the unusual but was a routine matter. In every case intensive study is given 
to the most economical methods of performing not only the mechanical but the 
structural work in connection with these projects and each case is decided on 
ts merits. In all cases, however, preference in handling the work is given to 
local businessmen and to small-business men, other things being equal. 

We think that the weakness in Mr. Reynolds’ contention that “othe 
things being equal,” and that local and small-business men are given 
preference lies in the fact that other things would not appear equal 
if the analysis outlined by Mr. Larson’s letter were followed. 
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It is not the intention of this organization to advocate in any way a 
reduction or elimination of the traditional scope of activity of gen- 
eral contractors, large or small. 

Neither is our intention to encourage any hand-out work to any class 
of contractor. However, we do contend several things: In the first 
place, we contend that there is a trend toward centralization of con- 
struction on large projects. This is particularly true in Federal or 
federally financed projects, and that trend tends to deny special con- 
tractors their rightful markets. 

We further contend that this centralization is inefficient; and that 
this centralization promotes monopoly, and that the problem is a 
matter for congressional concern, since the centralization 1s most likely 
to occur in construction of large Federal projects and industrial estab- 
lishments made possible by governmental loans, or by accelerated 
amortization write-offs. 

There are several reasons behind the governmental policy of requir- 
ing that small businesses be employed as contractors or subcontractors 
in every possible case. Two of which are most important and most 
clearly in the public interest were summarized by Manly Fleischmann, 
Administrator of the National Production Authority on April 1: 

The necessity for the maintenance of a stand-by supply of facilities to be 
required at the time of greater degrees of emergency mobilization, requires that 
all units of our national plant, large or small, be kept intact as operating units 
whenever possible. The stimulation of smaller units tends to accomplish the 
dispersal of industry. 

Now in the light of Mr. Fleischmann’s sound reasoning we support 
our contentions as follows: 

In regard to the trend toward centralization, the danger of a trend 
toward overcentralization is evidenced by the analysis stated in Mr. 
Larson’s letter. When there is a job to be accomplished in a hurry, 
there is a natural initial tendency to go to one apparently efficient 
organization to get the job done. Large firms anaslly have employees 
who can present a convincing sales story in favor of “one-stop service.” 
The more projects such a firm has the better it becomes known and, 
hence, the more it is sought after. Meanwhile, the resulting cen- 
tralization and reduction of competition leaves little basis for true 
comparisons of performance and cost. 

After some large company has been used by an agency or by several 
agencies several times in that manner it will become a habit, and they 
will be sought after more by other agencies, and very soon, besides 
eliminating a lot of other competition that could perform all work 
efliciently or more efficiently, any true basis for comparison of cost 
on performance is done because the only performance you see is that 
which has been done by the one company. 

So far as the denial of rightful markets is concerned, the National 
Production Authority has deliberately and rightfully cut back mate- 
rials available to contractors for civilian construction to a drastic 
extent. One of the implied intentions of the cut-backs was to force 
contractors into defense-type construction. 

We have heard about steel and we have held that copper and alumi- 
num are in about the same situation. . 

With that cut-back, we understand that one of the implied reasons 
for that policy is to force contractors into military or mobilization- 
type work and away from the civilian-type work; it is very essential, 
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then, that all qualified contractors who are thus forced out of civilian 
construction be given something to do. They must be given a place 
in the mobilization program, if they are to keep their organization 
intact and ready to be used whenever and wherever needed, which 
certainly is in the Government interest. 

So far as I know, as far as inefliciency goes, there is little evidence 
to support a belief that large integrated construction firms are more 
efficient or as efficient as several specialty contractors whose activities 
are properly coordinated. 

In the first place, the small contractor, the specialty contractor, has 
had years of experience in his particular field. There are specialty 
contractors who have had experience in every possible type of con- 
struction in their particular field, that could come up. They have the 
management know-how which is born of those years of experience. 
They have the knowledge of technicians, techniques and tools and 
equipment which comes from an intimate, day-to-day association with 
their particular industry, and with the manufacturers and others in 
that industry. 

They have the opportunity to gather a small, but closely working 
team of specialists, skilled manpower, technical personnel, whose pri- 
mary interest is concerned with that one technical line, and they have 
the incentive to produce efficiently and perform efficiently at all times, 
because that is what their entire business is based on. That is where 
they get their profit. That is how they protect their investment. 

In the case of a general contractor trying to do this entire job him- 
self, he could not possibly hire that sort of know-how, this knowledge 
based on years of experience, and the incentive for each specialized 
department, for his electrical department and plumbing department, 
and so forth, that the specialty contractors can furnish. 

The specialty contractor is able to keep together this very small but 
closely working team of specialists because he is using them practi- 
cally every day, and if he is not working at the magnesium plant, he is 
working somewhere else. 

The general contractor cannot keep that sort of team for every 
special function. The anly time that he uses them is when he is called 
upon to use every type of spec ialist. 

That same general idea would hold true in the case of tools and 
equipment. The special contractor, the local small- yeregs man is 
able to get much more efficient manpower, which certainly is a very 
Important factor in the cost of construction and very directly affects 
the Government's cost, oe of course, the reason he is able to get better 
workmen is because he employs many of them all the time, and those 
he needs to fill in his organization for a large job he can get from a 
local source of supply. 

He knows many of them personally, and knows local manpower 
supply conditions. He is constantly in touch with local unions, and 
knows many of the workmen personally. 

In the electrical contracting industry, for example, we have out- 
standing labor relations. Every electrical contractor has a no-work- 
stoppage clause in his union contract, and it is very rarely, if ever, 
that there are any strikes or work stoppages in the electrical field. 

The primary purpose or primary function of general contractors, 
outside of building the structural cost of the building, is in coordinat- 
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ing all of the structural activity, knowing when and what the electrica! 
and mechanical contractor is to perform, and so forth, and there i; 
very little evidence that when he performs all those functions himself, 
that he can be any more efficient in coordinating, or even as efficient, 
when he is doing the coordinating and the special contractors are do- 
ing the work. 

t think it has been pretty well established that the ultimate in- 
efficiency of these large unwieldy organizations eventually is going 
to make it difficult for them to come up to the level of efficiency of 
a small owner-operated business. 

The ultimate inefficiency of many large, unwieldy organizations 
with various department heads, each with divergent interests and 
each jealously guarding his personal importance, and building his 
own little empire at company expense, has been proven too many 
times to be forgotten in the light of attractive theories of closely- 
controlled functions under one head. 

Unlike a salaried department head, the specialty contractor has 
no desire to build an empire that he cannot support with his profit 
in constant competition. 

Competition, not size of the contractor, controls construction costs. 
The so-called pyramiding profit of subcontractors is merely another 
job cost which otherwise would be found in the general contractor's 
supervisory and technical overhead—fattened somewhat by miscel- 
laneous extra expenses of the large enterprise. 

As Mr. Boothe says, there is a great deal of competition in the 
construction industry. The pyramiding costs of overhead and profit, 
which are added to a job by each subcontractor or each specialty con- 
tractor, if they are not going to the specialty contractor, they are 
going to be found someplace in the general contractor’s overhead, 
and they will usually be added to, because the large organization has 
slippage here and there which will increase his overhead cost. 

The fourth point that we contended was that this trend toward 
over-centralization promotes a monopoly, and perhaps the most di- 
rect approach to that contention is that when a construction project 
gets to be a certain size, and a single contract is awarded, only a few 
very large companies are financially able to handle that contract. 
Other companies might be able to perform, but they do not have 
the bonding capacity and they do not have the money in back of 
them in order to guarantee that they can undertake a contract of 
that size. 

The result of that is that many small companies, both general con- 
tractors and specialty contractors, are going to be eliminated because 
of the consolidation of these large jobs and when they are eliminated 
the public will suffer not only because those firms and their organi 
zations are denied the right to do this work, but because local com- 
munities will lose the contracting organization which they definitely 
need for a normal progress. 

Finally we have the contention that this trend is something for 
Congress to become interested in, and naturally Congress is responsi- 
ble for controlling monopoly under any circumstances: however, it 
goes beyond that to a very definite financial responsibility ‘to the 
Government because, in an emergency period such as this many gov- 
ernmental projects are done on a cost-plus-fixed-fee basis. They miglit 
have cases of rehabilitation like the magnesium plant, where plant: 
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and specifications cannot be drawn up, or they may be jobs, experi- 
mental or developmental! in nature, where the engineers are designing 
the job as the job is under construction. On a cost-plus-fixed-fee- 
basis contract, if there is inefficiency, if it costs more to be performed, it 
is going to cost the Government more money. Large general con- 
tractors may find it profitable in cost-plus-fixed-fee arrangements to 
attempt to do entire projects with their own forces. This would obvi- 
ate the division of fees with other contractors, and if higher costs 
resulted, the financial loss would not be suffered by the contractor. 
rhe cost is not of primary concern to him, but that is of concern to 
the public, but the fee is of concern to him, and I suppose he would 
rather keep it for himself. 

So, from the point of view of financial interest, we believe there is 
a reason here for Congress to become interested in this matter. 

Now, we have a recommended solution to this problem and to sim- 
plify it a little bit, I think we can classify the solution into a matter 
of specific policies, to back up and give some substance to this general 
policy requiring the maximum employment of small-business men in 
the mobilization efforts. 

These policies, we feel, should be applied to Federal programs, 
Federal-financed construction programs, and wherever possible, to 
those industrial programs which are made possible in some way by 
Federal assistance, either through loans or through the accelerated 
tax-amortization program, or something of that sort. 

Of those specific provisions which we would recommend, the three 
most important. would be, first, that specialty electrical and mechani- 
cal contractors must be employed in every type of construction involv 
ing their special field; that such contractors will supply all normal! 
materials for installation on the project: and that lump-sum contracts 
will be awarded through competitive bids, or by negotiations with 
local contractors in every possible case and that cost-plus-fixed-fee 
contracts will not normally be used. 

I might elaborate for just a moment on the second point, that such 
contractor should supply all materials that they are installing. 

That is a very important point. It comes around to employing the 
entire services of the contractor. 

In this case we find a common tendency on the part of some agencies, 
governmental agencies as well as prime contractors, to feel that they 
will save some money if they go out to the manufacturer and supplier 
and buy all the materials themselves, and employ a contractor on labor- 
only basis to install that material. 

The selection and procurement and scheduling of material and 
deliveries to the job, are important functions of the contractor. The 
aterials and the manpower must be worked together, if it is going 
) be efficient, and any time that the contractor loses responsibility for 
selecting the material and delivering them to the job, he is going to 
waste the use of his manpower. The right things would not be there 
it the right time. 

It is very important to get an economical job and a quality job, and 

order to do that, he must have the responsibility. for procuring all 
of the normal materials that he is installing. 

Furthermore, whereas the prevention of waste is of essential impor- 
tance with the critical shortages of certain materials, specialists who 








: 
j 
/ 





iy 


2334 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


are going to be using these products, and these materials, and who are 
going tob » installing them, are the ones who should be picking them up. 

We can see examples frequently where some engineer not having to 
install the stuff buys it, and he will get the wrong things, the wrong 
quantities, and the result is going to be waste. We cannot afford to 
waste copper, aluminum, and stool at a time like this. 

I might add here that the comments that I have made, and particu- 
larly the example I gave concerning general contractors is not entirely 
limited to general contractors. It ‘happens less, but it is still entirely 
possible that certain specialty contractors could also accomplish a 
certain amount of undesirable monopoly if too much contractor 
awarding is done at head offices by the top personnel of certain agen 
cies, or by the top personnel of prime contractors on a fixed-fee basis, 
a cost-plus-fixed-fee basis, or a negotiated basis, because they will 
pick out the large concerns they have dealt with before. 

The best way to overcome that in the case of general contractors or 
specialty contractors, we feel, is for contracts to be awarded, when- 
ever possible, by regional and local authorities in the various agencies, 
and that this be done either on an advertised competitive-bidding 
basis, or by negotiations, as I said before, with local contractors. 

Gentlemen, I think that concludes the problem that we wanted to 
discuss here of the danger of monopoly in the construction industry. 

We would like to, on . behalf of the electrical-contracting industry, 
thank this committee for this opportunity, which we think is a very 
outstanding example of democracy in action, and we feel that we have 
had a real opportunity here to present this problem to you. 

Mr. Mansrtecp. Mr. Wilkinson, the committee is very pleased to 
have the benefit of your fine statement, and we compliment you on 
your very able presentation. 

Mr. Dalmas, do you have any question ? 

Mr. Dauaas. Mr. Wilkinson, you did have a fine statement, and 
I think one that should be of interest to not only the Government 
contractors and those who contract for the Government, but to this 
committee. 

Now the very term “general” in the phrase “general contractor,” im- 
plies that he take s an over-all job rend divides the component parts of 
that job among other contractors; isn’t that so ¢ 

Mr. Witxryson. Well, there are two ways that is done, sir. The 
more common way is, as you mentioned, the general contractor takes 
the contract and subcontracts certain functions of it. 

Mr. Datmas. But prior to taking the contract he receives a bid from 
the subcontractors, the electrical, plumbing, brick work, roofing, if 
it happens to be a building, excavating, and he gets prices on the ma- 
terial and all that sort of thing? 

Mr. Witxrnson. That is right. 

Mr. Damas. In other words, he takes the responsibility of turning 
out a completed job, but usually he does it through subcontractors ! 

Mr. Witxtnson. That is right. 

Mr. Darmas. And he furnishes the general management and sees 
that the job is completed on time, and so on? 

Mr. Witxktnson. Yes. 

Mr. Damas. You are not advocating that the Government be- 
come a general contractor, are you, and subdivide these contracts ? 
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Mr. Witxrnson. Not necessarily. That is being done by State 
government in a number of States now, in which the bids are called for 
separately, and the contracts are awarded separately to the general 
contractor, the electrical contractor, and the mechanical contractor, 
because the electrical and mechanical—and by mechanical I refer to 
plumbing particularly, and heating—are both greatly different than 
the structural part of the construction done by the general contractor. 

However, this organization does not necessarily recommend that 
that be adopted as a Federal policy, although there would be many 
advantages to it in certain types of construction jobs, 

Mr. Datmas. And there are also many disadvantages, too, are there 
not, for anybody who is going to build a completed structure, whether 
it is a building, or whether it is a dam, or whatever it is, to try to let 
the component parts and be his own general contractor‘ In that 
case he is taking the responsibility that should be on the general con- 
tractor: isn’t he? 

Mr. Wiixrnson. In the case of most Federal work there are elec- 
trical engineers, and I suppose mechanical engineers, who are right 
there most of the time supervising the electrical installation anyway. 
They hold the electrical contractor responsible pretty directly, even 
though working under a general contractor, and they are domg the 
inspecting, they are checking his activities all the way through the 
job, because they realize, | suppose, that the general contractor, 
although he has over-all responsibility, normally, most of the smaller 
general contractors are not qualified to supervise the technical part of 
electrical or mechanical installations. The Government does that. 

Mr. Darmas. You mentioned, too, that the subcontractors should be 
permitted to buy all of their own material. Now, I will go along part 
way with you on that, but I don’t believe that is an historic practice, 
insofar as general contracting is concerned. 

For instance, if you let the brick work of a building, you let it to a 
brick contractor, but you buy your own brick. 

Now, if you let the electrical work, you normally depend upon the 
electrical contractor to furnish certain component parts. 

Mr. Witxrnson. Yes, sir. 

Mr. Datmas. And he does not furnish all of the material, he only 
furnishes a part of it: isn’t that correct ? 

Mr. Wiikrinson. In civilian construction it is pretty generally the 
practice that the electrical contractor furnishes all of the electrical 
materials. 

Mr. Datmas. But when you get down to lighting fixtures some- 
times the conduit is bought separately. 

Mr. Witxrnson. You will find, I believe, now, that most architects 
prefer to have the electrical contractor responsible for all materials, 
including lighting fixtures. It still is done sometimes when the 
owner would attempt to buy his own lighting fixtures, or the general 
contractor, perhaps, would, and usually it has turned out to be a 
more expensive procedure doing it that way than by having an 
electrical contractor who is going to install those things, make the pur- 
chases and get them on the job. 

In Government work you get into a large generator, or something of 
that sort, which is above normal materials which go into construction, 
and that is a little different program then. They probably would 
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require special factory attention to get them built and delivered to 
the job. 

Mr. Damas. Well, in the plumbing and heating part of it, th 
owner oftentimes reserves the right to buy the valves and certain type: 
of fittings and so on and so on. You could not apply that rule right 
straight on down the line, could you? For instance, on your fabrica 
tion of steel, very often you have a steel-erecting concern, but you buy 
the material and have it fabricated and put it on the job, and the 
erector puts it up. 

Now, I am trying to agree, so far as possible, with your viewpoint, 
that contracts let to general contractors, as a whole, should be car 
ried on through the subcontractors, but in each branch of the trad 
you have a certain limitation in connection with materials and types 
of work and so on. 

Mr. Witkrinson. Of course, one thing is certain 

Mr. Datmas. Excuse me just a minute. I want to support you o1 
this point, insofar as the cost of a general contractor doing all these 
functions himself, he does not know from one job to the next whether 
he is going to have twice as much plumbing on that job or twice as 
much electrical work on that job as he had on the job before. 

So if he has an organization there that is geared to a certain-size 
job, he may have it top-heavy on one job, and he may not have enough 
on another, but if he does depend upon the specialty men, as you 
call them, the electrical contractor, the plumbing contractor, and the 
brick contractor, and so on, he is always sure of competition. In 
other words, he has the forces of competition in play bidding on these 
various segments of the job, and I believe actually when you can sub 
contract construction work that the Government in the long run would 

save money because of the very fact that you do have the forces of 
competition within each of the subindustries under the general-con 
tracting industry. Is that essentially your view ¢ 

Mr. Wirxrxson. Yes, it is, sir. 

The only thing here, in regard to several of the things you have 
mentioned, when I was refering to specialty contractors I was pretty) 
much limiting that to the electrical and mechanical, the mechanica! 
phase of the contracting busines. 

So far as the brick work, the steel work, or any of those other 
functions, those traditionally have been performed by the genera! 
contractor. 

Now, he will choose for each job, whether he is going to do that 
himself, or whether he is going to employ a brick contractor or plaster- 
ing contractor, or whatever it happens to be 

Mr. Datmas. Or a roofing contractor. 

Mr. Witxrnson. I think it is probably true that many general 
contracting organizations are built up and equipped to do practically 
everything, practically everything but the electrical and mechanical 
work, but those two things, perhaps more than two, because I mean 
included under mechanical work such as plumbing, heating, and 
air-conditioning particularly, and perhaps sheet-metal work, are a 
great deal different than putting up the walls of the building, and 
putting the roof on the building. 

Mr. Davmas. I agree that. it is different, but the principle is the 
same. If you are going to advocate subcontracting, you will have 
to go across the whole front, you just cannot pick out a couple of 
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trades and say, “We are going to contract these two.” So if you 
are going to broaden your contracting base, you have to go all the 
vay ‘down the line, don’t you think so ¢ 

“Mr, Wiikinson. I suppose the general contractors, if we went 
to that extent, would probably say they had become nothing but 
engineers, and they would be filling the job of an engineer and 
architect in coordinating only, and ‘doing nothing with “their own 
crews. I do not feel qualified to talk for brick or cement contractors 
or anybody else outside of our own particular field. 

In most of the buildings which are built by our local contractors 
here, or by general contractors any place, that is done by the elec- 
trical and mechanical work being contracted, either they get sub- 
contractors, or it is contracted directly to the awarding authority, 
whereas the general contractor will do a good deal of the rest of the 
building himself. 

He may, for particular jobs, where for instance there is an un- 
usual amount of steel work, he may undoubtedly subcontract that. 
But there is more flexibility, perhaps, in those things, because the 
amount of brick and steel will vary a great deal 

But we know that the mechanical work will represent perhaps 

least 10 or 15 percent of the total cost of the job, and the elec- 
trical work will amount to at least 5 or 10 percent of the total 
amount of the job, and that pretty generally is consistent through- 
out the construction, which means that it is a little too big and a little 
too technical a phase for the general contractor to ever be prepared 
to handle it by himself. 

Mr. Damas. On this split-fee proposition, if a general contractor 
took a job at a certain fee, and then subcontracted the component 
parts, he would not necessarily have to split that fee, would he? 

Mr. Wiixrnson. I think that would depend a good deal on the 
type of contract. As I understand it, with some contracts that would 
be the way that it would be handled, that he is reimbursed for actual 
cost, which would be labor and material and overhead costs. 

Mr. Davmas. If he can demonstrate to the Government, that by 
subcontracting the electrical work at a certain price, the Government 
was getting the best deal, it would not follow that he would have 
to split his fee with that electrical contractor. The elecrical con- 
tractor would have a profit figured in on the job. 

Mr. Winkryson. Wouldn't that depend on how the contract was 
written up? 

Mr. Datmas. It probably would. 

Mr. Wmkinson. If the agency who was letting the contract had 
been sold on the idea that this particular general contractor was going 
to do the entire job, I don’t suppose they would allow anything for 
profit and overhead of subcontractors, but if they went into the con- 
aa and they based the fee on what the general contractor would 
be doing himself, then there would be something left over for the 
spectalty contrac tor. 

Mr. Datmas. I think even on a fixed-fee contract that it would be 
incumbent upon the general contractor to get the very best price he 
could for each of the services that went into that contract, whether it 
was electrical, mechanical, or otherwise, and if it works out better, 
that he could do it at less cost to the Government by subcontracting, 
that is the way it ought to be done. Will you agree with that? 
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Mr. Wrixrnson. I will agree with that, sir. 

I say in the case of some general contractors that it would have to 
be a policy established before they negotiated the contract. In the 
case of most general contractors, such as the general contractors we 
have here locally, there is no problem at all, because they are not 
equipped, and they recognize that they are not equipped, and they 
do not want to do the specialty contracting function. If they negoti- 
ated it on a local basis there would be no problem. 

It is your very large companies who feel qualified to do the entire 
job that are going to negotiate a contract, perhaps, on that basis. 

Mr. Datmas. I would think it would be helpful to the Government 
on these fixed-fee contracts to require the general contractor to submit 
an estimate both ways, asking them what they can get the electrical 
work done for, and to get bids on it, and to ask them what it will cost 
them to do it, so that in the end the Government saves money. 

As you said a while ago, there is no incentive to save the Govern- 
ment money if you are going to try to do the job yourself, and perhaps 
do it in the most inefficient manner—I don’t say that they do it in a 
most inefficient manner, but that is your contention, that by subcon- 
tracting you do gain a certain amount of efficiency and a saving in 
cost. 

Mr. Ritxy. Excuse me, Mr. Dalmas. 

Mr. Daumas. Certainly. 

Mr. Rriey. I was just going to suggest that perhaps the association 
here might be able to refute the statement made by Mr. Larson to the 
effect that putting it out in this manner is in the public interest, inas- 
much as it creates better efficiency at a lower cost—the association, | 
mean, when vou get the details of the contract. 

Mr. Wiixrnson. To Mr. Larson, vou mean ¢ 

Mr. Rirrey. Yes. I understand that the committee will be out here, 
and you will be able to look over the details of the contract, and on 
the basis of the details, could you, as an association, factually refute 
Mr. Larson’s contention? I think in that way you might be able to 
reverse his position. 

Mr. Wriikrnson. It is possible that we could, so far as the general 
principles, not knowing all the details. 

Mr. Ritry. You have attempted to do it, speaking generally, but 
I mean, factually, quoting figures as to what the cost would be doing 
it this way in contrast to the way it is being done. 

Mr. Wirixrnson. When I said this has been settled entirely to our 
satisfaction, the electrical work was subcontracted, but not on what 
we would consider an efficient basis, because the electrical contractor 
has very little latitude. In fact, the general contractor retains the 
authority to hire and fire the electrical contractor’s personnel—not to 
hire, but to fire anybody he does not consider competent on the job. 
So therefore, what the electrical contractor became was something 
of a local labor broker, and it was a contract that gave him very little 
opportunity —— how much money he might be able to save. 

Mr. Ritry. Well, I view it from the basis of the original set-up, as 
it first came in here, that you want to preserve your future interests, 
of course, and make your comparison with the original proposition 
before you finally convince Morrison and Knudsen to subcontract to 
you, and then show them what could be done under the proposal that 
you have? 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 2339 


Mr. Witkinson. Yes. 

Mr. Datmas. Mr. Chairman, if we are going to broaden the pro- 
curement base, it would seem as important to break down these con- 
struction contracts as much as possible, as well as to contract for 
equipment. 

For instance, the Air Force has been m: iking a great deal of progress 
in obtaining cooperation from the engine builders, and others, to 
break down the component parts, and subcontract as widely as pos- 
sible. 

I think the same principle would apply equally to construction 
contracts. 

Mr. Mansrteip. I would think so, and I want to say, Mr. Wilkinson, 
that in your presentation this morning you have touched upon one 
of the things which has disturbed this committee for a long time, and 
that is the tendency on the part of Mr. Charles Wilson to funnel con- 
tracts to the big outfits, and to ignore the little-business men. 

It may be the fastest way to get things done, but it certainly is not 
the best,.and if this, as you call it, overcentralization continues it is 
going to mean the growth of monopoly to a tremendous extent. 

We have here some figures which the committee put out on June 23, 
or a statement, rather, containing some figures, which I would like to 
read for the record at this point. 

The narrow limits of defense procurement are graphically illustrated 
by figures recently compiled at the request of the committee; 55.3 
percent of the total dollar value of defense procurement for the period 
July 1, 1950, to March 31, 1951, has gone to 100 corporations: 53.3 
percent of the total dollar value in that period has gone to 100 cor- 
porations, 

This figure does not include contracts awarded to affiliates and 
subsidiaries not readily identifiable, except through a study of inter- 
corporate relationship. 

A further breakdown of the total dollar value of all defense pro- 
curement reveals that of the 100 concerns under study the first 10 
received 27 percent, the first 15 received 33.3 percent, and the first 
25 received 40.1 percent, and the first 50 received 48.2 percent. 

Those percentages are not all cumulative. Thus, the other 50 
concerns in this group received only 7.1 percent. 

These figures were all cumulative. The other concerns in this 
group received only 7.1 percent of the total, indicating, of course, 
the trend toward monopoly. 

It staggers the imagination to think what would become apparent 
if this study were extended to include 500 or 1,000 corporations. 

For example, the last company on the list of the 100 received only 
0.1 percent. The broadened base and the disbursal program that we 
hear so much about just has not occurred, if these figures are even 
approximately correct. 

We must assume that they are, since they were furnished to the 
committee by the Munitions Board, and the trend has been -more 
and more on the part of the various defense establishments, despite 
the efforts of this committee to award contracts to certain selected 
companies which have all the facilities necessary to do the job, 
which can turn out the job in the shortest possible time. 

It is the hope of this committee that we will be able to reinstitute 
the Smaller War Plants Corporation, which this committee was 
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responsible for bringing into existence during the Second World 
War, so that small business can have adequate protection in thie 
defense program in the matter of awarding contracts and the like, 
and we also want to see to it, insofar as we are capable of so doing, 
that contracts are awarded on a basis which will allow the little people 
to come in. 

So, Mr. Wilkinson, the committee is grateful to you for your sple1 
did testimony this morning. You may rest assured that this materia! 
you have given us will be given every consideration when we meet 
again in Washington, and I would suggest that as of now, due to 
the fact that you have mentioned the General Services Administration, 
that you get together with Mr. Bradeen, who is a former Montanan, 
and, by the way, a man whom we think a great deal of, who is now 
head of the GSA in the Northwest region, and discuss your general 
problems in detail with him. Will you do that? 

Mr. Wirkrnson. Yes, sir. 

Mr. MansFrevp. 1 might also state that relative to the Smaller 
War Plants Corporation, the smaller-war-plants bill was introduced 
by the full neaberdsip of both the House and Senate committees, 
and it now has 255 cosponsors in the House, and that it will be offered, 
I believe, as an amendment to the extension of the Defense Production 
Act, which will come up this week or the next. 

I would like to add further that the entire delegation in the House 
of Representatives from the State of Washington are cosponsors of 
this measure. 

The next witness, and the last witness for this morning, will be 
Mr. Stimson, of the Guthrie Dry Kilns. 


STATEMENT OF EARL E. STIMSON, ATTORNEY, GUTHRIE DRY 
KILN CO. 


Mr. Mansrrevp. Very well, Mr. Stimson, will you give the reporter 
your name, and whom you represent, and your title. 

Mr. Strmson. My name is Earl E. Stimson, and I am an attorney 
for the Guthrie Dry Kiln Co. I am in a rather unique position here, 
because I have no gripe or complaint, but at Mr. Owen's request I 
felt that we should express our appreciation for the cooperation which 
we have received from certain Goveriiahent agencies in a problem 
which meant the life or death of the corporation I am speaking for. 

The Guthrie Dry Kiln Co. manufactures aluminum dry Eins, 
selling them to the lumber industry as a complete unit at approx- 
imately $25,000. It has no direct business with the Government, in 
that it sells its product without having the help of the DO-97. 

It is a new patented kiln, and consequently, prior to late in 1950, 
all construction work was subcontracted, and it had no production 
record on which to base an application under M—7 of the NPA regu- 
lations, and it was practically impossible to continue business because 
the component parts used in the dry kiln sounded like a list of the 
critical materials, steel, aluminum, copper, motors, and so forth. 

We presented an application to the Office of Small Business in 
the National Production Authority, setting forth the problem and 
asking for an exemption under M-75 of the regulations. 
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We were fortunate, in that it reached the desk of Mr. Peterson, 
of the Industrial Division of that Office, who came out here with the 
Small Business Committee of the Senate in April, 1 believe, and 
we had an opportunity to personally take him out to the plant and 
show him the dry kiln and the problem involved. 

Since that time the Small Business Office of the National Produc- 
tion Authority has given us every possible cooperation in getting the 
assistance we needed. 

We put in an application under the controlled-materials plan and 
found that in the class B list of industries the item of dry kilns had 
not even been mentioned or thought of, and consequently a special 
study and place had to be found for it. 

Through that Office of Small Business in the NPA it was referred 
to the Light Metals Division, to the Lumber Products Division, and 
through those offices they made a study and survey for the need for 
dry kilns, and what they could accomplish, through Forest Product 
Laboratory at Madison, and through the Department of Agriculture 
Forest Reserves and the different agencies of the NPA. 

Just a few minutes before Mr. Owen called me, we received an allo- 
cation in the amount of 70 percent, which will make it possible for this 
business to continue. 

We were probably typical of lots of businesses throughout the coun- 
try, that was making a necessary product, but which did not deal 
directly with the Government or had no particular place under the 
regulations. 

I am told—or rather, I told Mr. Owen, at the request of Mr. Guthrie, 
that I wanted to come down and express to your committee our appre- 
ciation for the cooperation which we received from the NPA in that 
particular problem which, as I say, meant the life or death of a plant 
out here that is doing approximately three-quarters of a million dollars 
eross business, and on a national basis would be a small business, but 
which to Mr. Guthrie, in Spokane, represents a very substantial busi- 
ness. 

Mr. MansFievp. Thank you, Mr. Stimson. 

The committee is very much encouraged by your remarks, and we 
are delighted to know that the National Production Authority has been 
so successful in being of assistance to you. 

The committee will now stand adjourned until 2 o’clock. 

Major Warton. Before we recess for lunch, may I make an amend- 
ment to Mr. Rubens’ statement, or would you rather I do it this after- 
noon ¢ 

Mr. Mansrtetp. Is he here now? 

Major WuarrTon. He asked me to add to his statement for the rec- 
ord. This is a statement that the Spokane Stove & Furnace Repair 
Works is doing business with a local military base, and has been doing 
business with them all during the emergency. 

I believe his statement gave the impression that they had no mili- 
tary business whatsoever. He did not intend to leave that impression, 

Mr. Mansrtievp. Then what he really wants is more business? 

Major Warton. What he wants is more business. 

Mr. Mansrtevp. Very well. We will be back at 2. 

(Whereupon, at 12 noon, a recess was taken until 2 p. m. of the 


same day.) 
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AFTERNOON SESSION 


Mr. Mansrrecp. The committee will come to order, please. 
Mr. Reporter, I have a letter here from Mr. R. D. Harold that | 
would like to have made a part of the record at this time. 
( The letter referred to is as follows:) 
HAROLD REFRIGERATION Co., 
Walla Walla, Wash., June 29, 1951. 


House OF REPRESENTATIVES COMMITTEE ON SMALL BUSINESS, 
Cere of Spokane Chamber of Commerce, 
Spokane, Wash. 

GENTLEMEN: We are in the commercial refrigeration business, furnishing 
equipment and serve to restaurants, grocery stores, taverns, clubs, ete., and air 
conditioning (refrigeration) systems for product and office cooling. 

In the past 8 months, we have had great difficulty in obtaining Freon-12, the 
most common refrigerant gas used for this class equipment. We are told, and 
reasonably so, that the defense program required great quantities of the gas, anc 
that it was not obtainable in usual quantities due primarily to a shortage of 
cylinders 

Recently there has been a large quantity of this gas on the market in 1-pound 
disposable cans. We are accustomed to purchasing this in 145-pound returnable 
cylinders at about half the price of the 1-pound cans. The majority of our 
jobs require at least 10 pounds at a time, and often as much as 100 pounds, 
This, of course, is prohibitive in the 1-pound cans. 

It is now rumored that there are large warehouses full of this gas in the 
145-pound containers, but it is not being made available to the trade. Further, it 
was recently removed from the priorities list. We therefore are at the mercy 
of our suppliers—we are out of business the moment we run out of gas. And at 
the same time our commercial customer is also out of business, for he cannot 
hold perishable food products without refrigeration equipment, and the equip- 
ment will not run without Freon-12. 

We believe that Freon-12 should be put back on the priorities list, so that 
existing equipment may be kept in operation. Also, the 1-pound containers, 
made of steel cans which are not returnable, should be withdrawn from the 
market at least until the normal demand can be filled. 

Respectfuly yours, 
R. D. HaRorp. 


Mr. Mansriecp. The first witnesses will be Mr. Kenneth Speers and 
Mr. Frank Bonin. Will you both come forward, please. 


STATEMENTS OF FRANK BONIN AND KENNETH SPEERS, UNITED 
DRESSED MEATS CO. 


Mr. Mansrievp. Will you give your names to the reporter, the 
business you are connected with, and your address. 

Mr. Bony. Frank Bonin, United Dressed Meats, 801 North Regal 
Street. 

Mr. Sprers. Kenneth Speers, same address, cattle buyer. 

Mr. Bontn. Are you ready for me‘ 

Mr. Mansrrecp. Proceed. 

Mr. Bontrn. I don’t know just how to put this here, but in the first 
place, why, our Office of Price Stabilization here has nothing to do 
with our quotas, and our quotas out there is quite a problem. We 
have had raises in salary and raises in materials, such as cartons and 
boxes, and naturally if we cannot increase our volume, we cannot very 
well offset the extra expense, and if we cannot increase our prices, 
we are going to be stuck somewhere. 

We have had no way in the last 5 months in which to make a profit. 
In fact, we went behind. 
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Now, these increases went behind, and they are just now filling up, 
and we have to give them a raise in order to fall in line with the big 
packers, we have to raise our employees. The question is, how are we 
going to offset these raises in salary and increases in cost. 

Mr. Mansrietp. How many men do you employ ¢ 

Mr. Bonrx. We have about 65 men. 

Mr. Mansrievp. Yes. 

Mr. Bonry. It is rather hard to cut down. We have cut down 
some, but you ean only shut down so much in that size of a plant. 

Then there seems to be a problem that the quotas are changed 
with the large packers. It seems as though they can transfer their 
quotas from maybe Chicago out here, which we thought maybe to- 
ward the end of the month we would be able to buy cheaper cattle, 
but when they come in with the big additional quotas, the market 
stiffens up, even at the end of the month everybody kills cattle and 
we cannot pay over compliance, in order to keep within Government 
regulations, and of course, we cannot, or we would go broke any- 
way, Which is getting to be quite a serious condition. 

We had a little sum of earnings by the first of the year, and the 
last of the year, January, we closed our books at the end of the 
month and we showed a loss. 

Mr. Mansrieip. What is the price of cattle today / 

Mr. Bonin. The price of cattle today, Mr. Speers can tell you 
more about that. He was on the market this morning, and he should 
answer that. 

Mr. SPEERS. We did not have any real good cattle in today. Good 
cattle or Choice cattle at 60 percent will bring as high as $36.50, 
which is a dollar over compliance, which they did last week, but if 
yeu buy utility cattle at a lower cost, that can be done, and I under- 
stand you can go over a given advance price for Choice grades which 
are in demand right now. 

Last week I understand some people got an increased quota from 
some other section of the country, 650 cattle, and they bought in the 
neighborhood of 350, between 350 and 400, which left us pretty 
well out of it. 

Mr. Mansrietp. I think Mr. McCormick, this ought to be right 
down your alley. Can you offer any suggestions on the material 
which these gentlemen have brought before the committee. 

Mr. McCormick. Yes, Mr. Chairman. We have had consider- 
able experience back in the national office on the quota question. 

Have you gentlemen applied formally to the national office for 
an increase in quota. 

Mr. Bonin. Yes, I have applied for both hogs and cattle, and | 
stated two different reasons, which we incorporated with another 
larger company needing a larger quota, and I applied again, and I 
applied for hogs, and I have not heard from that. I thought if I 
could not get cattle, maybe I could get an increase in hogs. 

Mr. McCormick. What were the dates of the applications? 

Mr. Bonin. I would not remember offhand. I should have brought 
the letters. I have had answers on all but the hog quota. 

Mr. McCormick. The answers that you received, did they indicate 
possibly that the information you had forwarded was not sufficient ¢ 

Mr. Bonin. No, they just told me that at this particular time they 
could not increase the quotas, and I think I understood that. I felt 
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that they were trying to hold stuff down, so that we would buy cattle 
within compliance, and then when they transferred quotas from differ- 
ent parts of the country, which I am not too familiar with, which is 
more or less hearsay, I more or less get confused on the ideas. 

It seems like our local office would have a little more power to look 
into our situation, or the small-business man situation, to see to thes: 
quotas, instead of us having to go to Washington on it. 

The large plants have representatives in Washington, and we don’t. 
We do not have connections in Washington. 

Mr. Mansrtevp. I have a suggestion to make. Could you gentleme 
go back and get the correspondence covering the applications, bring 
them back here, and then meet with Mr. McCormick and see what can 
be done about it. 

Mr. Bonrn. I think I can even call and have them brought down. 

Mr. McCormick. I would like to make this statement, that regular|) 
we are granting, for good cause, increases in quotas. 

Mr. Mansrtevp. In other words, you recognize a hardship when 
there is one? 

Mr. McCormick. Yes. 

Mr. Bonin. I did not think there was any provision for that. 

Mr. McCormick. We can help you on this, with the proper factual] 
material. 

Mr. Bonn. I do not see how you can take on an increased cost in 
labor and materials, and how you can expect a man to work for 9 
cents less than in Armour’s, the men must get paid as much as they 
do in the big plant. 

Mr. Mansrrietp. Well, your testimony has been very fair, and I 
would suggest that you get this material, or send for it, and as soon 

. ‘ . . 
as it comes, meet with Mr. McCormick, and 1 am sure you will get 
some satisfaction. 

Mr. Speers. May I ask Mr. McCormick a question ¢ 

Mr. Mansrietp. Yes. 

Mr. Speers. On these quotas, if they are switched around, if they 
have a big run of cattle in one section of the country, and another 
section is light, can they switch the light section over to where the 
cattle are heavy, and buy at a cheaper rate? That is a problem which 
I thought possibly had happened. Do you see what I mean on that ‘ 

Mr. McCormick. On that I will have to get an answer to you in 
writing. Lam not familiar with the transfer of quotas. This is news 
tome. Of course, 1 am not a meat specialist, and it is not something 
that 1 spend every day with. I will answer that question in writing 
for you, probably tomorrow or the next day. 

Mr. Srrers. That is fine. There was a question in my mind, that if 
that could be done, it would work a hardship on a small plant that was 
trying to operate, if they could go into each section with 300 or 400 
cattle. 

Mr. McCormick. I can say this, if a transfer of quotas is possible, 
it is not confined to what you call the big packers, because the act would 
prevent that. 

But on the exact transfer of quotas, I will get you that infor- 
mation. , 

Mr. Mansrtetp. Thank you, gentlemen. 

Our next witness will be Mr, Francis Lindman, 
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For the record, Mr. Reporter, this information was given to me by 
Mr. Lindman for incorporation into the record. 
(The material referred to above is as follows:) 


SPOKANE, WasH., July 2, 1951. 
WasHINGTON, D. C., COMMITTEE, 
Chamber of Commerce Building, 
Spokane, Wash. 

GENTLEMEN : For your records, may I submit a brief relative to my presenta- 
tion of a portable conveyor to the Research and Development Division of the 
Army for consideration. 

In November 1950, this idea together with drawings was submitted through 
channels of the Sixth Army Command at San Francisco. Their letter showed 
great interest to the idea and it was forwarded to the Research and Develop- 
ment in Washington. 

In January of 1951, 1 went to Washington, D. C., and received cordial reception 
from the command of the Research and Development officers. They told me 
that they had been recently talking to conveyor companies, but these com- 
panies had nothing to offer other than a belt conveyor for long hauls. They 
showed keen interest to my conveyor and made an appointment with the head 
of the Quartermaster Research and Development, Mr. Wilhelm. 

Mr. Wilhelm listened as did his assistant, when upon seeing our presentation, 
showed us pictures of a 10-foot conveyor type that he had constructed in his 
back yard shop. Both gentlemen stated that the presentation should be made 
to the Army Field Forces Command at Fort Monroe, Va. 

This presentation was made as requested, and command officers there stated 
in their letter that the idea had great merit and it was being returned to Mr. 
Wilhelm for further consideration. 

I waited for some time and received no reply from Mr. Wilhelm so I wrote 
myself. The reply stated that they had something similar and was not interested 
in this conveyor. (See letters attached.) 

At this, I assumed any interest one has for promoting better logistical move- 
ments was a loss and stopped further submission of ideas. 

Recently in magazines, the local paper, and the Officers Reserve bulletin, 
articles have shown that the services are going to use portable conveyors for 
expediting supplies from ship-to-shore movements and in the forward areas, 
This shows that perhaps my articles on this did have some interest and con- 
sideration, 

The portable conveyor mentioned is strictly that in every sense of the word. 
It is compact, easy for one man to operate, and can be used in a multiple num- 
ber of oceasions. It can be extended from 5 feet to 10 feet with each section 
linking to another for a length to infinity if desired. 

It is a roller-type conveyor with a unit kicker that may be placed between 
sections to propel the materials at a greater speed. 

One gentleman at the Quartermaster Research and Development stated that he 
was not interested in any conveyor for the forces unless it could propel ma- 
terials at a speed greater than that of a man’s walk In some instances, this 
would be all right: however, in the forward areas, this would not be correct. 
It would not be beneficial in a ship-to-shore movement to have the units propelled 
too fast, for it would jam stacking movements. 

One thing about my conveyor that has everything to offer, is the way the 
egs extend to individual heights together with a floating heel foot that allows 

to stay upright without sinking too deeply in quagmire of any kind. 

While in Washington, I went from one place to another including the senatorial 
offices of Senators Cain and Magnuson of this State. Their assistants along 
with heads of different departments, told me frankly in answer to my question, 
that we of the West have two strikes against us since we are such a distance 
away. This, I can understand; however, we have the know-how and ability 
together with the interest of our country to do many things. In manufacturing 
many items including conveyors, we are close to the ports of embarkation thus 
diminishing the problem of freight hauls, and are situated to eliminate strong 
problems of less in the event of an attack 

My biggest gripe is that since I have taken the interest of my country to heart 
and sincerely so, even to the extent of offering services without charge, I would 
like to know why we do not have one chance to be considered. 

[ know the services did not have what they wanted, for they told me so in 
the matter of a conveyor. If mine had any degree of interest, should we not have 
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had an opportunity to talk over the reasons some factors are not quite right? 
Also, should we not have a chance at an R. & D. contract should such an idea 
be in line with the promotional interest of the Army field forces? The letter 
would have told me if they had such an item which had their approval. In 
my article, I showed where the services could save up to 25 percent in manpow: 

and time by the use of a conveyor. Each truck could use one for quick transit 
of materials such as from truck to gun emplacement in the field, truck to tank 
gasoline from truck to units, ete. 

Recently, I submitted another idea to the Army field forces. This was relatiy: 
to their tentage problems. Now, they use tents that need a center pole, ropes, 
ties, stakes, ete. This could be eliminated by our idea. Since their reply to my 
brief of this idea, I have not answered since I felt the time and effort would lx 
lost. I do not say this in sarcasm for I know many officers in the field who are 
progressive and who have listened to these ideas with keen interest. Each field 
officer who I talked to, agreed and heartily endorsed the ideas. 

My interest is for the country for having been in situations where the logistica] 
problem was very large, I realized then that should we have another conflagra 
tion with another country, the problems then would be small to what may be 
the future. 

The savings of manpower and time are to the interest of everyone, and | 
hoped that whatever I could offer may be of some value. Many ideas worked 
out here among ourselves and personnel of the services have been proven worth 
while since in later times, the services have used a similar idea from someone 
i nthe Fast. 

In the next war, should that war be with Russia, and the Far Bast and Alaska 
be as prominent as indications show, we of the Northwest should be geared to 
manufacture and supply to a close proximity of the troops. 

I hope your committee will endeavor to see what we may do and allow the 
support of Congress to promote greater interest to this sector. 

For my own gripe, which is small and probably immaterial to others, I only 
hope we could have been offered the courtesy of trying to do what they wish 
If what we had to offer was so bad, it was foolish, then I could understand, 
but evidently it was not. I hope you may be able to check into the matter and 
help us in any way your time allows. 

I greatly appreciate the opportunity to present this to your committee and 
wish to thank everyone for the kind concern. 

For your files, I am attaching a copy of the “Mighty Midget” portable 
conveyor. 

Sincerely, 


FRANCIS LINDMAN 
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Tue “Micury Mipeer”’ PortasLte Conveyor 


The true answer for those who request a portable conveyor is seen in the 
use of the “Mighty Midget.” So named, the “Miglity Midget” is small in size 
but can do the work of the biggest for it is so constructed to utilize every means 
to speed the expediting of supplies by means of a conveyor. 

The Mighty Midget is built in two sections, one of which slides within the 
other. The second section can be extended to any graduated length to its full 
length. 

The conveyor is both gravity roller and belt. Ordinarily a gravity roller 
conveyor, the belt attachment may be fitted when the two sections are at the 
full length. 

The drive roller has a hex fitting into which a hand crank may be fitted and 
thus propel the belt feed, or a pulley may be fitted into the drive roller and thus 
driven from a power pak 

The legs are built to stand weight plus the easy extension to both major and 
minor graduations of length. 

The base shoe of the legs are of the movable heel fit which allows the shoe to 
grab into and hold in any terrain plus at any angle. 

The individual adjustments of each leg allows the use of the conveyor in any 
terrain surface or at any angle with the conveyor always keeping a proper 
level. 

Mighty Midgets can be quickly attached to each other for extension to infinity 
if so desired. 

The Mighty Midget can be quickly and easily put up by one man and just as 
easily taken down to be put away thus eliminating the trouble noticed with 
conveyors being in the way when not in use. 

The Mighty Midget can be used flat on a floor, from cargo truck to ramp, 
within warehouses, on construction jobs, in different ways and means, the Mighty 
Midget carries the toughest loads easily and quickly. Designed as a compact 
unit, the single units can be carried by cargo carriers to enable drivers to easily 
handle and transmit supplies to the proper unloading point. 

As an added featurs of the Mighty Midget, the rollers are locked into a firm 
position by one lever control and then the Mighty Midget may be used as a ladder, 
platform, ete. 

In every way, comparison proves that the Mighty Midget earns its name for 
doing the job with economy, speed, and ease 


eee 


Marcu 17, 1951. 
Subject: The “Mighty Midget” Portable Conveyor. 
The Quartermaster General, Department of the Army, Washington 25, D. C.: 

1. A portable conveyor has been proposed to this Office by a Mr. Francis Lind- 
man, captain, USAR. His letter, together with descriptive literature on the 
conveyer is attached as enclosure No. 1 hereto. 

2. With the possible exceptions of the Engineer Special Brigade and Ordnance 
Ammunition Companies, no units in the field army appear to have a requirement 
for an item of this character 

3. Many service units, particularly those of the depot type, are presently issued 
standard conveyors. In consequence, it is requested that your Office evaluate 
or review this experimental conveyor to determine its practicability as a re- 
placement for or in addition to present standard conveyors, If the item appears 
worthy of such action, it is recommended that a demonstration be held under 
the supervision of your Office and that invitations be extended to this Office 
and interested technical services to include the Transportation Corps, the Ord- 
nance Corps, and the Corps of Engineers. 

For the Chief of Army Field Forces: 

L. E. BARrser, 
Lieutenant Colonel, Adjutant General Corps, Assistant Adjutant General. 

Two enclosures. 

Maren 17, 1951. 
Mr. FrANciIs LINDMAN, 
South 172 Poat Street, Spokane 8, Wash. 

Dear Mr. LINDMAN: The Chief of Army Field Forces has directed me to reply 
to your letter of January 30, 1951. 

Your letter, referred to above, along with the accompanying description and 
drawings of the Mighty Midget, has been examined by personnel on duty with 
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this office. It is the opinion of a number of officers who examined this materia] 
that your invention may have merit and is worthy of further investigation 
However, the Office of the Quartermaster General is the Department of the Army 
agency charged with research, development, procurement, storage, and issue 
of materials-handling equipment. 

The determination of the usefulness of Mightly Midget for the Department of 
the Army rests with that agency rather than with this Office. Therefore your 
letter and the descriptive matter therewith have been forwarded to the Quarter 
master General, Department of the Army. A copy of the forwarding letter is 
enclosed for your information. 

Your interest in the problems of the Army is greatly appreciated. 

Sincerely yours, 
L. E. Barer. 
Lieutenant Colonel, Adjutant General Corps, Assistant Adjutant General. 
One enclosure. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington 25, D. C., April 6, 1951. 
FRTTERMAN CoLFrax Co., 
Post Office Bor No. 5, Spokane 1, Wash. 

Dear Mr. LINDMAN: Receipt is acknowledged of your letter dated March 29, 
1951, outlining some of your latest ideas regarding portable powered conveyors 

Headquarters, Army Field Forces, Fort Monroe, Va., has advised this Office 
by letter dated March 17, 1951, that “with the possible exceptions of the Engineer 
Special Brigade and Ordnance Ammunition Companies, no units in the field 
army appear to have a requirement for an item of this character.” 

As you may recall, Mr. Cushman and I at the time of your visit to this Office 
pointed out that no technical requirements have been received from the various 
using services indicating that the existing standard conveyors do not function 
properly under normal field or depot conditions. 

if I recall correctly, it was further pointed out that irrespective of whether or 
not such requirements may exist, the results of a technical analysis of your 
proposal indicates the presence of no potentially usable features suitable to 
existing conveyor construction or functional needs of the military services. 

It is regretted that more favorable comments regarding the development of 
your conveyor cannot be furnished at this time. In the event future thinking 
along these lines reveals a revolutionary method for handling general military 
conveyor items, it is suggested that this Office be contacted. 

The interest of both you and your associate in this matter is appreciated. 

Very truly yours, 
Rosert H. WILHELM, 
Mechanical Engineer, Mechanical Products Section, Research and Develop- 
ment Branch, Military Planning Division. 
Standard conveyors as mentioned weigh 150 pounds. 


SPOKANE 8, WASH., January 30, 1951, 


COMMANDING OFrFficer, RESEARCH AND DEVELOPMENT DIVISION, 
irmy Field Forces, Fort Monroe, Va. 

Dear Str: Attached are copies of drawings and a brief of a portable conveyer 
recently shown to the Research and Development Division of G-—4 in Washing- 
ton, D. C. Col. L. Griffing and Lt. Col. G. A. Williams, of that Division, have 
both seen and checked the merits of the idea and gave it a very fine reception. 
Lieutenant Colonel Williams made an appointment for me with the offices of 
the Research and Development Division of the Quartermaster General's Office. 
There, Mr. Wilhelm and Mr. Cushman checked its principles and listened to my 
brief as to how the conveyer will help the expediting of supplies in both the for 
ward areas and rear-echelon operations. 

This idea is not submitted without study to the principles of forward logistical 
problems as I was able to experience the situation in the last war together with 
comparison of operations of other units. , 

I sincerely feel that a field demonstration will verify the merits of this port- 
able conveyer as a field expedient for fast, easy transition of supplies. 

The unit may be used flat, one end extended, and one attached to another to 
infinity if desired. It can be used from cargo truck to tank, dump, etc. The 
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conveyer would help a great deal for expediting supplies from landing craft to 
beach positions. 

I regret that a model was not available while I was in Washington, but would 
appreciate your reply as to what consideration the field command may give to 
the use of a portable conveyer. 

The unit will minimize manpower, greatly enhance the speed of expediting 
supplies plus allow better coordination between supply and the tactical plan. 

I would greatly appreciate your opinion as to its merits and if a field demon 
stration may be possible. To verify the expressions given the idea in Washing- 
ton, may I refer you to the commands mentioned in paragraph 1. 

Sincerely yours, 
Francis LINDMAN, 
Captain, Reserve O38216. 


STATEMENT OF FRANCIS LINDMAN, ADVERTISING MANAGER, 
FETTERMAN COLFAX CO. 


Mr. Mansrieip. Will you give us your name, your title, and the 
company with which you are connected, and please speak loud enough 
so that we can all hear on both sides. 

Mr. Linpman. Francis Lindman, aud I am with the Fetterman 
Colfax Co. as the advertising manager. 

Relative to the construction of conveyors, I made out a brief for 
the committee giving a synopsis of what has happened since Novem- 
ber 1950 up to the present time. 

In January I went to Washington, and I was with the R and D 
Division of the Army. I spoke to Colonel Fisher and a couple of 
other colonels there in the presentation of a new type of portable 
conveyor for the use of the armed services, all branches, ship-to-shore 
movements, as explained in the brief, how it will expedite the handling 
of supplies, cutting down 25 to 40 percent of the use of manpower 
and time. 

I had a nice reception at the R and D Division in the Pentagon, 
and they made an appointment with me to meet Mr. Wilhelm, of the 
Quartermaster Department, and I went there the next morning and 
talked to Mr. Wilhelm and Mr. Cushman, his assistant. They also 
were very cordial and receptive, but also passed the buck, and told 
me it had nothing to do with the matter, but that it had to go to the 
Fort Monroe Army Field Forces. 

They stated there that anything that the Army Field Forces Com- 
mand felt was justified for the use of the services would then be 
referred back to them, and if it was something new, and R and D 
contract, a research contract, would be submitted. 

I then submitted the whole brief, together with all the plans and 
drawings, and a somewhat lengthy thesis on the use of conveyors 
in the services tothe Army Field Forces Command at Fort Monroe, Va. 

I received a reply, a copy of which is attached, stating that it had 
been checked by higher officers in the field, and that they were very 
receptive. They thought that it hada lot of merit. 

It was then thrown back to the Quartermaster General's office, to 
Mr. Wilhelm, and after some months of receiving no reply, I wrote 
to him and received a reply, I believe a letter is attached, stating 
that they already have the standard type of conveyors and that that 
was all that they were going to use. 

Since that time I have noticed articles in the local papers, together 
with articles in national magazines, saying that the services were 
going to use conveyors in expediting supplies in the field. 
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Now, the thesis that we wrote and submitted to them was on the 
principle of logistics in the field. To those not familiar with it, 
we now use a portable conveyor, being one complete unit, 5 feet long 
and it can be extended to 10 feet, or any graduated length up t 
10 feet. Each leg is individually extended from a suspension ot 
14 inches to 5 feet, therefore you can move supplies on any hill or 
contour of land, and it can be used by one man; it is light, and mack 
of all the lighter materials. 

It has been checked by engineers, and it has also been checked by 
the Army men on the west coast, the Sixth Army Command, and 
the personnel of the Washington National Guard, and also the Marine 
Corps, all of whom have stated it is a very fine thing and something 
they could use, whether it is this article or a conveyor of a similar type 

I went to Washington, and while I stated they were very receptive. 
I also found out that they were very cordial and very nice to you, 
and would have a cup of coffee with you, and pat you on the back, 
and then send you to somebody else. 

Mr. Mansrretp. You have heard of the old Army game, haven't 
you? 

Mr. LinpmMan. That is right, and I was used to it, so it didn’t bother 
me too much. I even found a chap who knew what I was talking 
about when I mentioned logistics, and they checked my record and 
gave me some very fine treatment. But there the treatment ended. 
They were very honest. 

I told them that I was strictly a country boy and I wanted an 
answer, that I had come 3,000 miles for; and they told me to come 
down truthfully that communications was the thing that kept the 
western industries from getting the reception in Washington that 
they should. They were very frank, and stated should we be able 
to come down every morning and call them up, or be within a few 
hours’ distance, such as from Philadelphia or New York, that we per- 
haps could be able to get something. 

While at the Statler Hotel a little situation arose over in the cock- 
tail bar. A couple of manufacturers had their bird dogs in Wash- 
ington, D. C., and the conversation got around to this, and I can show 
you wires and things, they were like a hungry pack of wolves want- 
ing to grab it, because they knew something was there. 

They were very nice, as I stated before, but they also were very, 
very straightforward in saying that if we had a representative in 
Washington, perhaps we could get farther along. 

Now, whether that is true or not, I don’t know. 

Mr. Mansrteip. We will find out about that. 

Mr. Dalmas, do you have any questions of Mr. Lindman? 

Mr. Daumas. Mr. Lindman, I notice you have a name on here, the 
name of an attorney. Has there been a patent applied for on this‘ 

Mr. LrxpMan. Yes; there is a patent on it. 

Mr. Damas. Have you gotten a patent ! 

Mr. LinpMan. No; it takes time for that. 

Mr. Datmas. But has a search been made? 

Mr. LixypMan. There is a search that has been made, and a patent 
number has been issued. 

Mr. Datmas. Has a search been made to see whether you are con 
flicting with any other device manufactured for the same purpose ‘ 

Mr. Linpman. There is nothing conflicting. 
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Mr. Daimas. What is the purpose of the ball joint? 

Mr. LinpmMan. The swivel-heel is used in ship-to-shore movement, 
and you will find that there is quagmire and mud, and if you are trans- 
mitting supplies it will keep floatation, so, therefore, it will not de- 
press itself any further. 

Mr. Datmas. What is the principle of these extension arms? 

Mr. LinpmMan. The extension arms, as I have stated, you can move 
a conveyor from an extendable length of 5 feet to 10 feet. 

Mr. Datmas. What isthe principle? How does it work right there? 

Major Wuarron. Does it work like a belt / 

Mr. Damas. I am talking about the extension legs that he has 
here to make an adjustment in the hillside and other places, and I 
am asking what the principle of that mechanism is. 

Mr. Linpman. Well, sir, like in the forward field area, everybody 
tries to find cover. Let’s take an example of an artillery organization, 
or a tank organization, all supplies are moved at night, and it is 
black. You cannot make a lot of noise, and it is very, very difficult 
to find anyone to help you. 

One truck usually carries, not 214, but 5 tons, if you will, and in 
moving the supplies from the back part of his truck, and then he 
puts something else there and the back part of his truck is blocked. 
With the conveyor type he can slap the conveyor onto the back of 
his truck and slide the supplies right down. If he needs 10 or 15 
feet, there it is. 

Mr. Datmas. You have not answered me yet. I want to know 
what the principle of that extension is. Is that purely a friction 
proposition, or do you have some grease in there? This is an extend- 
able leg, is it not ¢ 

Mr. LinpMAN. Yes, sir. There would not be any grease. 

Mr. Datoaas. It is just friction? 

Mr. LinpMaANn. Yes, you just push it. 

Mr. Datmas. But you do not have a patent on it so far? 

Mr. LinpMaAN. Well, sir, there is a patent number on file, but a 
patent search was made in Washington, and I went to the Patent 
Office myself. 

Mr. Datmas. Well, in any event the patent has not been granted, 
and I wanted to point out that sometimes the services are a little bit 
cautious about buying something like this, where it might be in con- 
flict with a patent that somebody already has. 

Mr. LinpMAN. I understand that, sir, and I have that also in writ- 
ing, where | told them that I would give it to them if it would help 
the United States. 

Major Wuarrton. In all your dealings did anyone refer you to 
Port Hueneme, which is the one place in the military which purchases 
for the Army and Navy all material handling equipment. 

Mr. Lixnpman. Yes, Major, but also it has to go to any new modifica- 
tion—any new modification has to go through the Army Field Force 
Command. 

Major Wuarron. That is right. Did they refer you to Port 
Hueneme after that ? 

Mr. LinpMaANn. Not until it has been tried in the field. 

Well, this all started, I might say, in Europe, when I saw some of 
the things that we had to put up with, and some of those ideas came 
to my mind. 
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Nothing happened until the Korean situation broke out, and then 
with pencil and paper in hand I started putting things down. I 
stopped at the Sixth Army Command in San Francisco, and I pre- 
sented it to General Clark, who later went to the Army Field Forces 
Command, and he could see that it would not only be helpful in the 
field, but also in the garrison units, that it would be very, very 
practical. 

Major Wuarton. The thing I am interested in there, there is only 
one place where that can be purchased. It is quite true that it has to 
be O. K.’d, but that place can ask to have it O. K.’d, and I am wonder- 
ing why you were not referred to Port Hueneme, which is on your 
side of the country, and not the side where Washington is. Port 
Hueneme purchases for every service, and it is under what we call a 
single assignment, and Port Hueneme can recommend that it be tried 
out, if it is not already on the accepted list, that is, if you have not 
proved vour product, they can recommend that it be checked. 

Mr. Datmas. Where is Port Hueneme? 

Major Wuarron. At Ventura, Calif. 

Mr. Dataas. What does the R and D stand for? 

Major Wuarron. Research and Development, and they have to 
check any new product before it can be accepted for purchase by any 
of the military services. Mr. Lindman is quite correct in that. 

Mr. Mansrieip. Major, 1 wonder if you could meet with Mr. Lind- 
man, and then if you could contact Port Hueneme by telephone to see 
what could be done in order to give him a chance to demonstrate this 
conveyer pre ject of his? 

Major Wiarton. They can recommend that it be accepted. 

Mr. LinpMan. Well, all I can say is that you want to do this very 
diplomatically. 

Major Wuarton. What was the final report from the people you 
talked with ¢ 

Mr. Lrxypman. Well, one colonel thought that I had a lot on the 
ball, so he looked up my record, and he found that I was still in the 
Reserves, which I thought was not so, so I want to use a lot of diplo- 
macy, because I want to go along, but I don’t want to be pulled in, 

| Laughter. | 

Mr. Mansriecp. Well, you don’t have to.worry about being pulled 
in because of this, or you do not have to worry about any sort of 
reprisals of any kind. 

Major, will you take Mr. Lindman outside and talk this over with 
him, and then call Port Hueneme by telephone and see what kind of 
service can be given to this man. 

Major Warton. It may be better to check with Washington first. 

Mr. LinpmMan. Well, I will leave it in your hands. You can do 
what you want on that. 

Mr. Mansrtevp. All right. Thank you, sir. 

Our next witness will be Mr. Wayne Guthrie. 


STATEMENT OF WAYNE GUTHRIE, RESIDENTIAL CONSTRUCTION 


Mr. Mansrretp. Will you give your name to the reporter, -your 
address and your business, please. 

Mr. Gururme. My name is Wayne Guthrie, and my business is 
residential construction, which I have been in for some time here 
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in Spokane, and my capacity is president of the Home Builders As- 
sociation of Spokane. I am speaking both in that capacity and also 
in the capacity of a builder member of our organization, being a 
builder in the city of Spokane. 

Mr. Mansrrevp. Mr. Guthrie, how much testimony do you have 
there ¢ 

Mr. Gururie. Approximately six pages, and I would like to enu- 
merate probably only two or three pages and present the rest along 
with that. 

Mr. Mansrrievp. All right: proceed. 

Mr. Gururir. We are wondering why we in the building indus- 
trv have been singled out to the extent that we are finding ourselves 
in at this time. 

During the building year of 1950, the industry constructed ap- 
proximately 2,300 single family residential homes in Spokane. 

Now, for the first 5 months of this year our industry constructed 
slightly over 500. This, on a comparison basis to what was built 
in the same 5 months’ period during the year 1950, was a 50-percent 
reduction. 

Further, this figure has to be examined for two additional reasons, 
and one is that it is approximately 60 percent of the 50 percent that 
we built in the first 5 months of this year were built under present 
regulation X terms. Secondly, the first half of our building sea- 
son, in short, from July to December, we only produce approximately 
25 percent more houses in the last half of the year than we do in 
the first half of the year, as a result of our climatic conditions here. 
Therefore, we project that if regulation X continues in existence 
our production will not exceed 900 units, which will be a percentage 
reduction in construction of 61 percent of what we did during the 
year 1950. ‘ 

Now, why do we have that situation? What is causing this re- 
duction’ There are three things: 

Firstly, you have regulation X, secondly, the tightness of the 
mortgage-money market; and thirdly, the shortage of materials. 

The first of these reasons, that is, the restrictions by regulation X, 
accounts for 90 percent of the reason for the tremendous reduc- 
tion in our building program for this vicinity. The second and third 
reasons are entirely minor, and can be in the minds of the builders, 
satisfactorily overcome, if we can have terms by which we can offer 
our home buyers homes at which they are able to buy. 

Now then, what are our housing needs here in Spokane! The popu- 
lation growth of our city is estimated to be approximately 300 to 350 
per month. This in turn means that approximately 1,200 new hous- 
ing accommodations are required to provide suitable accommodations 
for the incoming people. Now, in addition, there still remains an 
estimated backlog of 2,000 units, unbuilt, as needed because of the 
war years. Further, it is estimated that our normal building require- 
ment is approximately 800 houses per year. 

This figure is arrived at, in making a comparison of the period 
between 1936 to 1939, wherein approximately 500 houses were built 
annually. At that time, our population was only two-thirds of our 
present population. 

In addition, we have an expansion at Fairchild Air Force Base from 
a complement of 5,000 people to approximately 20,000 people, with 
the resulting housing needs. 
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Further expansion programs on the part of the Kaiser Aluminum 
Co., Mead Plant, and Brown Trailers Industries, and other defens 
activities in this area, are all on a permanent basis. 


Also we have two public-housing units built under the Lanham Act, 


which expired June 30, 1951. Provision of this law establishes that 
these units must be vacated by June 30, 1951. At present there are 
approximately 1,200 families occupying these units. This provides 
for a total of approximately 6,200 housing units needed within the 
next 12 months. Weare faced with the ability to build only 900 units. 
Therefore, what is going to happen? We have all of the evils of 
shortages, the demand on the supply factor, and that cannot only hit 
us, but hit us hard. 

Mr. Mansrrevp. Mr. Guthrie, you realize, of course, that regulation 
W isa regulation of the Federal Reserve Board. 

Mr. Gururre. Yes. 

Mr. Mansrievp. And unfortunately we have no one here who can 
go into that in detail. 

Mr. Dalmas, do you have any questions, or can you give us any- 
thing on that ? 

Mr. Daumas. I can’t go into it in detail, Mr. Chairman, but I do 
think that the witness has presented the Spokane problem pretty well. 

I understood, since I have been here, too, that you have a very high 
percentage of single-unit dwellings. 

Mr. Gurnee. That is correct. 

Mr. Datmas. Among the home owners in Spokane, running some- 
thing like 80 percent. 

Mr. Gururie. Sixty to sixty-four percent. 

Mr. Datmas. So that your demand then is primarily, or at least the 
greater part of it is, for single rather than apartment buildings, and 
So On. 

Mr. Gururre. Even carrying that a step further, which is in line 
with what you are saying, our demand is for the ability to own and 
not the ability to rent. 

Mr. Datmas. Yes, sir. 

Mr. Gururie. The present programs that are being talked of, the 
FHA 207 program, which isa doatened rental housing program, which 
in some areas of the country is feasible on a large project, is not feasible 
here, because our people are home owners and not home renters. 

Mr. Datmas. How much speculative building is involved here? 

Mr. Gururir. Ninety-five percent. 

Mr. Datmas. Ninety-five percent speculative ? 

Mr. Gururte. Yes. 

Mr. Datmas. In other words, a contractor builds a house and tries 
to sell it’ 

Mr. Gurnee. That is correct. 

Mr. Datmas. So that you have no predetermined way to know exact 
ly what the demand is. 

Mr. Gururre. Currently? 

Mr. Datmas. Yes. 

Mr. Gururie. That is correct. 

The only thing that we have is to use regulation X or the Federal 
Reserve Board’s figures, as I have been able to read them, as to how 
they arrived at the figure of 850,000 units. 
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Using the figures projected by the Federal Reserve Board in the 
determination of the 850,000 units, which they desire to be built 
annually, their breakdown is as follows: 

Four hundred thousand of those units being built before preregula- 
tion X; 200,000 units being built on defense- housing progar a in those 
areas SO dec ls ared to be ¢ ritic “al areas: 30.000 houses to be built under 
public housing. 

That leaves a balance of only 220,000 houses to be built under our 
normal building conditions. This balance—the 220,000 houses—is 
approximately one-sixth of what was built in the year 1950. This 
percentage is also true throughout the Spokane area 

Mr. Mansrretp. You figure the shortage here is one-sixth roughly 
of that 220,000 for the Spokane area / 

Mr. Guturir. Yes. We figure our ability for construction follows 
along with that one-sixth ratio. In short, on a national basis, we will 
only be able to build one-sixth of the houses under the regulation X 
terms as we did last year. 

Mr. Damas. What position would you be in if you went after 
custom business instead of the speculative end of it? Would you not 
be in a better position, so far as regulations are concerned ¢ 

Mr. Gutrurie. No, from several aspects. Firstly is the fact that 
your custom owners are faced with the same down-payment require- 
ment, in short, the maximum loan they can get patterns the allowable 
sum by regulation X. Secondly, there is the fact that we need to pro- 
vide home owners with homes from the middle-income to the lower- 
income bracket. That is where the majority of our houses are going, 
and those people just do not have the money. They have only had 5 
years in which to accumulate money, and with buying a $9,000 house 
today, they would have to have under the FHA program approxi- 
mately $2,000, and by the time you get that home cost in, and the 
down-payment sum, we take 5 years and divide that into $2,000; that 
means they would be forced to accumulate $400 a year 

Now, with the average percentage approximately $2,800 here that 
means about 15 percent of every pay check they receive they would 
have had to put aside in savings. 

A lot of people would not have had the ability to do that. 

Mr. Datmas. What kind of relaxation in the regulation X would 
you recommend in order to solve the problem? 

Mr. Gururete. I would recommend that they go back entirely to the 
terms available prior to July 19. 

Mr. Datmas. What were they? 

Mr. Gururie. They were the fact that for a veteran’s financing it 
required a 5-percent down payment; for your FHA programs there 
were two or three types. The first type provided for a $7,000 house 
and which allowed for a 95 percent loan and 30-year financing. The 
second type was for a house over $7,000, whic h provided for a 90 
percent loan. 

aah, it is the contention in our industry that we have to get 

1e down-payment back to the sum where they can afford to pay, and 
Se( when we have to get the term amortization back to the point where 
our Congressmen during the past 17 years have been astute enough to 
see the trend and have placed it at that stage. 

They have examined the housing program yearly as they were de- 
veloping and they kept abreast of the times, and came out with the 
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conclusion that a longer amortization was desirable and the default 
percentages have been so extremely low that this wisdom of those 
people in their decisions has been more than borne out. 

Why is a board, a small group of individuals who have not been 
acquainted with the housing industry during the past years, like our 
lawmakers have, why can they, with one stroke of the pen, undo what 
has been done, what has been accomplished during the last 18 years? 

Mr. Daumas. Don’t you think those very low down-payments would 
be contributing to the inflationary spiral at the present time? 

Mr. Gururir. No, I do not. How can you make a comparison as 
to a house today as compared to the cost of that same house in 1939 / 
The average cost index shows that residential properties have in 
creased 102 points as compared to 1939, and the national average is 
about 130, and therefore in buying a home today the individual is 
getting a real dollar volume. 

Secondly, the fact is that we have to consider what that man is 
going to do with his money if he does not put it into a residential 
home. He is paying rentals. When he pays rentals, that means that 
you have an individual sponsor or owner. 

That man is making a net profit on his investment. What does he do 
with the net profit? Isn’t that an inflationary aspect there as com- 
pared to a man when he has home ownership, and he is making a $55 
a month payment, he is making a saving, due to the fact that he is 
reducing his mortgage 14 or 15 percent, and he is paying taxes, which 
helps to build schools and do all of the other valuable things that we 
have to do, 

Mr. Daumas. That is all, thank you, Mr. Chairman. 

Mr. Ritxy. Well, have you taken any steps to have this area de- 
clared an emergency housing area / 

Mr. Gururre. “Yes” and “No.” We have made a comprehensive 
analysis here as to our position. We have watched closely Senate 
bill 349, which is what you are referring to, I am sure, and in its last 
passage stage, as that went through the Senate, it was made so un- 
workable by the last-minute amendment that we could not do the job 
in the form as it was written. 

Therefore, we do not want to be a defense area, unless they give us 
the tools to do the job with, and at the same time put the eolilienbion 
that private industry did not accomplish the job in 90 days’ time, or 
that if private industry will not accomplish the job in 90 days’ time, 
that the public will. 

Our builders will, they can, and they are ready to do the job. Just 
give us a fighting chance, that is all we want. Now, when they talk 
about public housing, where they can allow a $2,100 a room count on 
public housing, if you were to give us $1,800 a room count, we could 
sell a house for nothing down. 

We will take $300 less room count than. you give public housing, 
and we wilksell the house and let the people move in for nothing. 

We are just asking for an equal opportunity to do the job, and we 
will do it. 

Mr. Mansrrecp. Well, thank you very much, Mr. Guthrie. . You 
have given us some very good and worth-while testimony, and I can 
assure you that the committee will go into this in great detail on their 
return to Washington. 

Thank you very much. 
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Mr. Gururre. May I leave these reports here ‘ 

Mr. Mansrterp. Yes, please do. They will be made a part of the 
record. 

(The document referred to is as follows:) 


Wuat Has Haprenen ro TtrHe Home-Putrtping INDUSTRY IN SPOKANE DvRING 
rHe YEAR or 1951? 


During the building year of 1950, the industry constructed approximately 
2.300 single-family residential homes in Spokane. During the first 5 months of 
1951, there has been a reduction of 50 percent as compared to the first 5 months 
building for 1950. The majority of these cases started for the first 5 months 
of this year were preregulation X housing units. Therefore, it can be conserva- 
tively estimated that not more than 900 housing units will be built in Spokane 
during the year of 1951, or a reduction of 61 percent. 

There are three reasons for this reduction. First, regulation X: second, the 
tightness of the mortgage market; third, material shortage. The first of these 
reasons, that is, the restrictions by regulation X, accounts for 90 percent of 
the reason for the tremendous reduction in our building program for this 
vicinity. The second and third reasons are entirely minor, and can be, in the 
minds of the builders, satisfactorily overcome, 

The population growth of our city is estimated to be approximately 300 to 350 
per month. This, in turn, means approximately 1,200 new housing accommo 
dations are required to provide suitable accommodations for the incoming people 
In addition, there still remains an estimated backlog of 2,000 units, unbuilt, 
as needed because of the war years. Further, it is estimated that our normal 
building requirement is approximately S00 houses per yea! 

This figure is arrived at, in making a comparison of the period between 1936 
to 1939, wherein approximately 500 houses were built annually. At that time, 
our population was only two-thirds of our present population. In addition, we 
have an expansion at Fairchild Air Force Base from a complement of 5,000 
people to approximately 20,000 people, with the resulting housing needs, Further 
expansion programs on the part of the Kaiser Aluminum Co., Mead plant, Brown 
Trailers Industries, and other defense activities in this area, all on a permanent 
basis. Also we have two public-housing units, built under the Lanham Act, which 
expired June 30, 1951. Provision of this law establishes that these units must 
be vacated by June 30, 1951. At present there are approximately 1,200 families 
occupying these units. This provides for a total of approximately 6,200 housing 
units needed within the next 12 months, 

Using the figures projected by the Federal Reserve Board in the determination 
of the 850,000 units, which they desire to be built annually, their breakdown 
is as follows: 400,000 of those units being built before preregulation X : 200,000 
units being built on the defense-housing program, in those areas so declared 
to be critical areas ; 30,000 houses to be be built under public housing. Leaving 
a balance of only 220,000 houses to be built under our normal building con 
ditions. This balance of 220,000 houses is approximately one-sixth of what was 
built in the year 1950. This percentage is also true for our Spokane area, 

Therefore, it is imperative that regulation X be relaxed. Firstly, to provide 
a means wherein private industry can build, and sell that portion of the 850,000 
units, that is 400,000 units, which was available for our current building year 
under preregulation X terms, secondly, that additional allotment of total units 
be made so that provisions will be made for a maximum building program in 
our vicinity. 

The reason as given for this stringent curtailment is twofold. First, conserve 
materials (critical) ; second, inflationary curb. Only approximately 7 percent 
of the material used in residential construction has been placed on the critical 
list. This as compared to automobiles, which has approximately 85 percent 
of the materials on this critical list; secondly, the percentage increase of resi- 
dential homes shows only an increase of 102 points on the base period of 1939; 
as compared to an average for all commodities of approximately 130 points. 
This truly reflects that the value of today’s home is a real buy. 

Further, why is it that the building industry is required to have a 60-percent 
reduction in output, whereby no other industry has been required to reduce its 
production more than 35 percent. 

With the greatest pent-up demand for housing that the Nation ever had 
known, the Federal Housing Authority and the Veterans’ Administration and 
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other agencies at the end of the war were commanded to bring about the drea: 

of future home owners. In 1950 the dream was becoming reality. Six out o! 
every 10 American families owned their own home. And 57 out of every 100 « 

them owned their homes free of mortgages and indebtedness. Ten year. 
earlier, 6 out of every 10 families had been tenants. 

In the 5 years after the end of the war, more than 5,000,000 homes were bui!: 
Americans from all walks of life and with varying levels of income becam, 
home owners. The family with $50 a week for income could expect that, fo 
them, the age-old dream would come true. And it did. In the first 6 months of 
149, 3 out of every 10 houses built were bought by families with incomes of 
$300 a month or less. Out of every 100 homes 68 went to families with incomes 
of less than $400 a month. 

In 1949, with prices declining, the home builders added 1,025,000 homes, and 
the average cost was $8,500. Before the outbreak of fighting in Korea, th; 
home builders were smashing all previous records, building at the annual rate 
of 1,500,000 homes or 4,100 new homes every day. This triumph of ingenuit; 
and productive capacity by the home builders of America is unprecedented i; 
the history of any nation at any time. 

When the Reds invaded South Korea, about 2,000,000 veterans had bought 
homes, many of them with no payments down, and with their ability to pa) 
insured by the VA and the FHA. America was on its way to becoming a nation 
of home-owning families. 

The veteran of World War II has sharp memories of many special days 
The day he volunteered, or was drafted—D-day on a foreign beach—the day he 
started “stateside’—VE-day and VJ-day, and the day he was mustered out of the 
service. But the day in the future, that will probably hold the bitterest memory) 
for many a veteran will be October 12, 1950—X day. 

For that was the day when the Government's regulation X made it impossible 
for thousands and thousands of veterans to buy homes of their home. Veterans 
who had dreamed of new homes for “nothing down” now find they'll pay from 
5 to 45 percent of the purchase price out of their own savings before they can 
move in. 

Veterans are doubly concerned because it not only affects the lower- and 
middle-income brackets to which groups most of them belong, but it also de 
prives them of the rights and priyileges intended by the drafters of the GI 
bill of rights. 

Many of them have already acquired families and have been existing on 
subsistence pay, bonuses, or allotments during their tenure in school. In some 
instances the wife has been working at a meager salary to help afford M: 
Veteran his education, which was interrupted not through any fault of his own 
but because he was required to serve his country. 

What is this group going to do? The majority of them don’t have sufficient 
savings to meet even emergencies, much less to satisfy the requirements of rez 
ulation X. What's going to happen to them? Where are they going to live’? 
How are they going to live? 

The veteran and his family, who in some cases are now in their fifth year of 
crowded living in converted barracks and other emergency shelters, will be forced 
to more years of such existence. Tens of thousands of them will be required to 
continue this existence in emergency housing as a semipermanent way of living 

Is that the answer? Is it better to herd people into crowded, confined, and 
restricted areas or is it more worth while to afford them the opportunity 
of independent home ownership? Should restriction X be allowed to continu 
in the light of these facts or should it be moderated to the point where it was 
from July 19 to October 12 when a moderate and fair down payment was 
required ? 

The importance of the veteran to this home-ownership picture is graphically 
illustrated by the fact that since 1945, when the GI bill of rights was first 
put into operation, over 2144 million veterans have used their prerogative }) 
borrowing a total of more than 12.2 billions of dollars. Of these, over 
percent, or some 2,050,000 have borrowed for the explicit purpose of home 
ownership. And, as was pointed out to the President in a letter from tl 
American Legion, the percentage of defaults was extremely low. 

This would seem to indicate that veterans—the 10 million of them who ha’: 
not yet bought homes under the VA guaranty—not only want and need the 
housing which has been deprived them by regulation X, but that they are a re- 
sponsible group, industrious, and deserving of the rights for which they 


fought. 
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The net effect of regulation X may be summarized as follows: 

1. It is no longer possible for every American who wants a low-cost home 
to have one, even if he can pay for it out of income. 

2. The rate of home-building production has been forced below the minimum 
needed to meet normal demands for housing due to new family formations and 
replacement of worn-out housing. 

3. This rate may be forced lower. 

4. The Nation’s second largest industry, representing 20 percent of the 
national economy, has been crippled drastically and suddenly and this can 
impair our total economy as our enemies must wish. 

5. With income lowered by increased taxes, and the amount of down pay- 
ment on a new home increased by Government-edict prices of existing homes 
will be inflated. 


Mr. Mansrievp. Mr. Finch, will you come forward, please? 


STATEMENT OF VERNON B. FINCH, PRESIDENT, INLAND 
OXY-ACETYLENE CO., INC. 


Mr. Mansrrievp. All right, Mr. Finch. Will you give your name, 
address, and your place of business to the reporter. 

Mr. Frncu. My name is Vernon B. Finch, and I am owner and 
general manager of Gibson Welding Supplies, and I am president 
of the Inland Oxy-Acetylene Co., Inc., which is a subsidiary pri- 
marily owned by myself in connection with the Gibson Welding 
Co. 

Four years ago I found it necessary to put in this oxygen and ace- 
tylene plant due to the fact that there was only one other company, 
which is a national concern, in Spokane at the present time, and 
they were discriminating against customers and making it almost 
prohibitive for us to sell certain types of equipment, due to the fact 
that they will not supply oxygen and acetylene if the customer uses 
competitive equipment. 

So I decided that the only thing to do to protect my welding and 
supply business was to build an oxygen and acetylene plant to go in 
conjunction with it, which we did. 

The same concern also built one, so there are now three of us. 

A year ago, or approximately a year ago, we were propositioned 
by the Army engineers to lease cylinders, of which we leased 2,000 
cylinders at $1.50 per year. We shipped these cylinders up from 
Stockton, Calif., unloaded them, and gave them a hydrostatic test, 
painted them and put them into our service. 

That lease was canceled in February of 1951. All told, we spent 
approximately $14,000 or $15,000 on shipping those cylinders up here, 
rehabilitating them, and putting them into service. 

The cylinders must be returned to the Army, and we prepay the 
freight on them at the rate of 100 per month, beginning June 1. On 
June 1, or a few days before, I delivered 500 down there. 

Mr. Mansrietp. Mr. Finch, what kind of a contract did you sign 
with the Army for these cylinders that they could terminate on such 
short notice? 

Mr. Fincu. Well, it was the same type of contract as all other com- 
panies had, which was subject to termination, of course in case of 
an emergency. 

Mr, Mansrretp. Yes. 

Mr. Fincu. But the thing behind this whole thing is—now, I am 
not complaining about giving the cylinders back to the Army—but 
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there are two large national concerns, and [I was in Washington, D. 
C., on this particular thing, and I found out that there are two large 
national concerns of the United States—there are actually three, but 
two are larger than the other one—which have many thousands of 
Navy cylinders. 

I have a letter here from the Corps of Engineers, which definitely 
states that that is not true. 

However, in Washington I contacted Mr. Barnett, of the Navy, 
and he admitted that there were over 200,000 of them at Mare Island, 
plus many thousands more throughout the rest of the United States 
lying in surplus, and they admitted that they were spending hun- 
dreds of thousands of dollars of the taxpayers’ money to preserve 
these cylinders, to test them, paint them, and keep them from rusting 
and deteriorating. Yet it was not possible to transfer 2,000 of this 
used surplus from the Navy to the Army. 

Mr. Mansrrevp. Well, Mr. Finch, is that your problem, the getting 
of the containers ? 

Mr. Fixcu. The getting of the containers. I immediately applied 
for a priority through Harrisburg Steel Co., which was quoting 
December delivery. 

Mr. Mansrieip. Yes. 

Mr. Fixcn. When I was in Washington, I went to see Mr. Norris 
and Mr. Angell, and Mr. Norris promised me this priority or directive. 

Mr. Mansriretp. Who is Mr. Norris? 

Mr. Frxcu. He is head of the container division. 

Mr. Mansrtevcp. Of the National Production Authority? 

Mr. Fincu. Of the National Production Authority; yes, sir. 

Mr. Mansrrevp. Yes. 

Mr. Frxen. And later, after I had delivered 500 of these cylinders 
back to the Army, he refused the priority. 

I sent three wires, and one air-mail, special-delivery letter, and 
finally had to make a telephone call to ‘Mr. Norris in order to even 
get a response out of him. 

Mr. Mansrtevp. Under what order was that that he promised the 
priority ¢ 

Mr. Frxcu. That was verbal. 

Mr. Daimas. But what was the order number? How could he 
furnish you with a priority without tying it wp with some order? 

Mr. Fincu. I don’t know. I have all the correspondence right 
here that went on for months on this matter. 

Mr. Mansrietp. Could 1 see that, please? 

Mr. Fixecn. You will find back in there someplace a letter stating. 
to me that Harrisburg would ship cylinders in June. 

Major Wrarron. Who was your original contract with? 

Mr. Fixcu. The Army engineers. 

Major Wuartron. Where ? 

Mr. Fincu. I could not tell you without having the contract here. 
I did not know this was coming up today. The first contact I had 
with this matter was about 11 o'clock, when Mr. Burger, from Wash- 
ing, D. C., wired me that this meeting was on, and he suggested that 
Icome down. So I do not have this stuff. 

Major Wuarron. Would it be possible for you to call your office 
and check with them on the matter? 

Mr. Fincu. I can obtain that for you. 
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Major Wuarron. Is it here in town ? 

Mr. Fincu. Oh, yes; but the thing I am complaining about is that 
Mr. Magnuson has been brought into this also, and Senator King, 
and there will no doubt be many others. The thing I am objecting 
to is why can two large national concerns continue to lease Govern- 
ment-owned cylinders, when an independent like myself has to re- 
turn them when I am here in competition with them ? 

One of these larger ones is the Linde Air, and | am quoting Mr: 
Barnett. 

Mr. Mansrietp. Who is that? 

Mr. Fincn. Commander Barnett. You will find reference to him 
and Mr. Liezear of the Navy. 

Mr. Mansrtetp. Have they quoted you that in writing? 

Mr. Fincn. Yes. 

Major Wuarron. What office is the commander in, do you 
remember ¢ 

Mr. Fincu. No, ma’am, I don’t. His telephone and his office and 
everything is in there. 

Mr. Datmas. Mr. Chairman, one of Mr. Finch’s complaints seems 
to be that while the armed services have a large supply of cylinders, 
that they are spending a lot of money to maintain, one of the services 
asked him to return a mere 2,000, is that right ? 

Mr. Fincu. That is correct. 

Mr. Datmas. And that they are not asking the big operators to 
do anything. 

Mr. Fincn. National Cylinder Gas, they recalled 1,000 in Los An- 
geles. At the same the National Cylinder Gas in Los Angeles leased 
out of the same group I leased, some 10,000 additional CO, cylinders, 
which are of the same size and type, which are still in oxygen service 
today for the National Cylinder Gas Co., while the 1,000 oxygens, and 
we have leased CO, cylinders in place of oxygen cylinders, which are 
identical, and ours could have been in service. 

Major Wuarton. Do they allow you to use them identically ? 

Mr. Fincn. Yes, ma’am. All you do is to change valves. 

Major Wuarton. Who do you service with these cylinders / 

Mr. Fincu. We service the logging industries, the mining indus- 
tries, hospitals, and so forth. 

Major Wuarrton. Any of the local bases? 

Mr. Fincu. No, ma’‘am. 

Mr. Daumas. Here we have in this letter the name of A. H. Barnett 
and Mr. Leizear of the Navy, room 0237, Pentagon, phone Liberty 5— 
6700, extension 73279. This letter says: 

They admitted that two large national companies had many thousands of 
Navy oxygen cylinders on lease and that Navy had, at the present time, no plans 
for recall, because the Navy had over 200,000 cylinders at Rough and Ready 
Island, Stockton, Calif., as well as many thousands at Mare Island and other 
depots. 

Mr. Mansrtetp. Who was that letter written by ? 

Mr. Datmas. That was sent to Mr. Magnuson from Mr. Finch under 
date of June 28. Do you want to make copies of these letters avail- 
able to the committee, Mr. Finch ? 

Mr. Fincn. Yes. Just a few moments ago I received a letter from 
the Department of Commerce denying our loan for replacement of 
these cylinders. That just came in a few minutes ago. 
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Mr. Daumas. Mr. Norris, in one of these letters, stated that the 
reason Harrisburg was not supplying the cylinders was that you hai 
not placed your order in February, as has been indicated ¢ 

r. Fincn. You will find reference to that, Harrisburg Steel Co. 
and myself, and Mr. Dye, and several of the other independents—M :. 
Dye, from Phoenix, Ariz., of the Dye Oxygen Co., and several other 
independents, had a meeting in Phoenix, back in March. At that 
particular time, Harrisburg said, and this is quoted: 

We are able to produce 30,000 cylinders per month, of which the Government 
is taking 15,000, and the national concerns are consuming the other 15,000. We 
will be able to place you in, as independents, for delivery in November or 
December, and I will reserve the first possible place for 2,000 eylinders for you 
people, and you can arrange your financing and place formal orders any time 
between now and then, because I am definitely reserving this area for you. 

That was Harrisburg’s statement at that particular time. 

Mr. Datmas. Are you doing any work for anybody who has defense 
contracts ! 

Mr. Fincu. Not directly, but I think if some of our mining and log 
ging firms and farmers and many others would feel quite badly hurt, 
I know they would feel quite badly hurt if they felt that they were 
not doing defense work. 

Mr. Daumas. In other words, they are essential industries, both for 
the military and civilians? 

Mr. Fixcn. Well, we wouldn't have the military or civilians if it 
wasn't for those people. I don’t know why it is necessary that one 
must have a very definite Army or Navy defense contract in order to 
be qualified. 

Mr. Daimas. Your industry is also very essential in conserving ma 
terials, too, is it not? Repairing old equipment and making an old 
piece do when a new one would have to do if you could not repair it! 

Mr. Fincu. That is correct. 

_ Mr. Mansrtetp. Mr. Finch, I would like to interrupt at this point. 
Major, what are your ideas on this particular subject, insofar as the 
surplus Navy tanks are concerned ¢ 

Major Wuarron. I don’t understand why, unless there is some 
regulation, that they are not allowed to lease them, sir. You mean the 
big cylinders, do you not ? 

Mr. Fincu. That is right. 

Major Wuarton. Which we used to service planes with during the 
war / 

Mr. Frvcu. That is right. 

Major Warton. I was an oxygen officer, so I know what you are 
talking about. 

Mr. Frxcu. It is the same type. 

Major Wuakrton. I cannot understand it. I do understand the 
Army’s breaking of the contract, because there is a clause which reads 
that in time of emergency the contract may be broken immediately. 
We served under the same contract previously, and I imagine—how 
much notice did they give you’ Thirty days’ notice ‘ 

Mr. Fincn. No, I believe we had our notice in February. 

Major Warton. Well, usually there is a 30-day notice clause, | 
believe, on those. 

Mr. Fincu. We had sufficient notice, providing we would have been 
able to obtain new cylinders, but the thing is that these cylinders are 
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all out to customers, and we bring those in and cannot, obtain new 
cylinders until November or December, and in the meantime our cus- 
tomers are supplied by one of our competitors. 

Major WHARTON. Who did you attempt to lease the Navy ones from 
when you found out that the Army’s were being recalled? 

Mr. Frxcu. I think you will find that Commander Barnett and 
Mr. Leizear are in Navy surplus. 

Mr. Mansrietp. And you interviewed those gentlemen personally ‘ 

Mr. Frxcu. Correct. 

Mr. Mansrieip. Well, Major, could we prevail upon you again 
to see what you can do to help this gentleman out in this respect ‘ 

Major Warton. Well, you won't get an answer before next week, 
but I will talk to these people personally, and either send you a com- 
plete answer from our office, or have a complete answer forwarded 
to you from their office, and we will see if there is any way that you 
can possibly lease from the Navy these cylinders which you need. Is 
that your desire now ? 

Mr. Fincu. May I add something here ‘ 

Mr. Mansrrexp. Is that your desire / 

Mr. Frncu. Not to lease from the Navy. 

Mr. Mansrtevp. No? 

Mr. Fixcu. Unless Navy will transfer to Army, and let me retain 
these in service. You see, | am out about $14,000 or $15,000. 

Major Wuarron. On the ones you have already ¢ 

Mr. Fincn. And if I have to go down to Stockton and bring in 
another 2,000, and haul these back down now, we would only be 
adding another $10,000 or $15,000 expense. 

Major Wuarton. And you want to know if there is a possibility 
of their transferring them ‘ 

Mr. Fincn. If they would transfer 1,500. We have already re- 
turned 500. 

I received from Mr. Norris a priority for 500 new ones here today 
or yesterday, I guess, because this was. June 29, and we have word 
from Norris stating that Harrisburg will ship in July 500. 

Major Wnarton. What is your address again, please / 

Mr. Frvcn. 218 East Trent Avenue, Spokane, Wash. 

Major Warton. And the name of your company ? 

Mr. Finen. The Inland Oxy-Acetylene Co., Inc. 

Major Wuarron. You will get an answer from us next week any- 
way, Mr. Finch. 

Mr. Fixncu. Gibson Welding Supplies is also my company. You 
see it is very confusing because of the two companies, and the way the 
ownership is in there. Gibson Welding distributes all the products 
of Inland Oxy-Acetylene Co. All they are is manufacturers. 

Major Wuarton. Then it is the Gibson Welding Co., that is the 
main name you go under? 

Mr. Fincu. That is correct, but the contract is drawn under the 
name of the Inland Oxy-Acetylene Co., Inc. 

Mr. Mansrretp. Thank you very much. 

Mr. Fincu. Thank you. 

Mr. Mansrtetp. Can we have that for the record? This is wha 
we asked you about previously. 

Mr. Frxen. I think you can have all of this. May I check this and 
then give it back to you? 
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Mr. Mansrretp. Yes, and that will be incorporated in the record. 
(The documents referred to are as follows :) 


JUNE 28, 1951. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C. 


Dear SENATOR MAGNUSON: I am confirming our telephone conversation of this 
morning in which I outlined to you the particular problem this firm is facing 

In April of 1950, we contracted with Army to lease 2,000 surplus oxygen 
cylinders stored at Lathrop, Calif. We assumed a tremendous load of expense 
in contracting for these cylinders. Besides the expense of shipping them up 
here and loading and unloading, we had to prepare them for service by hydro 
static testing and repairing valves in each. After remuneration for what little 
service we obtained, we estimate our net expense to be about $7,000. This con 
tract was abruptly terminated effective February 28, 1951. 

From various contacts, I began to have reason to believe that not all Army 
leased cylinders were being recalled. However, on various business trips made 
subsequent to the termination of our contract, I found that every independent 
manufacturer I knew had to return his leased cylinders. 

Last March I met with Mr. Gil Dye and Mr. Wilson W. Gulick of Harrisburg 
Steel Corp. at Dye Oxygen Co. at Phoenix to discuss the procurement of new 
cylinders. At this meeting, Mr. Gulick told us that he would reserve the first 
possible place for 2,000 cylinders for me in their production schedule, which 
would be November or December. This he did. He also told me I could enter 
a formal order later when adequate financing arrangements could be made 
This schedule was confirmed by Harrisburg Steel Corp. in later correspondence 
This long schedule was due to the fact that armed services are taking 5 
percent of total production of 30,000 cylinders per month and the balance largely 
xo to the major companies who have regular standing orders. I told Mr. Gulick 
then that November or December would be too late for the cylinders would 
already have been returned and the customers lost because of our inability to 
serve them. 

To satisfy myself that I was being treated unfairly by Army by recall of m) 
eylinders with the major, national oxygen manufacturing companies being a! 
lowed to hold theirs, I appealed to the National Federation of Independent 
Business to contact proper persons in Washington for me. Reference to your 
file will recall to you a letter written to you (copy was sent to me by NFIB) 
by Col. L. E. Nielenz, contracting officer, Corps of Engineers, that “the allega 
tion that any firm is being given preferential treatment is unfounded” and that 
“no exceptions have been made.” ? 

On May 10, I had occasion to be in Washington and at that time contacted 
Commander A. H. Barnett and Mr. Leizear of the Navy (room 0237, Pentagon, 
phone Liberty 56700, Ext. 73279). They admitted that two large national com 
panies had many thousands of Navy oxygen cylinders on lease and that Navy 
had, at the present time, no plans for recall because Navy had over 200,000 
cylinders at Rough and Ready Island, Stockton, Calif., as well as many thou 
sands at Mare Island and other depots. I was told Navy was spending hundreds 
of thousands of taxpayers’ money to keep them free of rust and corrosion, and 
in serviceable condition. I proposed to them a trade, suggesting that due to thei 
enormous surplus, Navy turn over to Army 2,000 cylinders and Army leave thei! 
cylinders in our customers’ service, either under lease to Army or to Navy. A 
trade of this kind would save thousands of dollars in handling and freight and 
would allow our customers to keep the cylinders to help in the production of 
many raw materials of all types so necessary to the civilian economy. I was told 
this was not possible; that even though there was a unification of Armed Forces 
and Purchasing therefore, it was not possible to transfer from one branch of 
service to another. I might add at this point that we had also been told by the 
Army Corps of Engineers that they did not supply the Air Force; this was in 
response to our plea of keeping the cylinders to supply local Air Force establish 
ments. 

Also, when in Washington, D. C., May 10 I contacted the National Production 
Authority's Metal Containers Section regarding a priority to enable our order 
for cylinders with Harrisburg Steel Corp. to be set up for earlier shipment. Mr 
Angel of that office initiated the proceedings, and subsequently we applied for a 
Government loan and a necessity certificate was submitted. 

On May 14, Mr. R. A. Norris, Chief, Metal Containers Section of NPA, wrote 
us that Harrisburg Steel Corp. could ship to us in June sufficient cylinders to 
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replace the leased cylinders. Harrisburg Steel Corp., on the other hand, still 
maintained in a later letter that “due to the large volume of Government con- 
tracts carrying DO ratings, it would seem impossible to produce your cylinders 
hefore November or December.” 

On June 20 I had still not heard from, or received, the priority assistance and 
wired Mr. Norris for information. It was absolutely essential to have assist- 
ance because on July 1 the second fourth of the cylinders is due to be returned 
and the loss of these 500 cylinders would seriously cripple our business, even 
hefore the second half was released. However, on June 20 Mr. Norris wrote us 
and, in effect, repudiated his former assistance and our request for priority, and 
suggested our taking our problem directly to Harrisburg Steel Corp. 

tefore talking with you today, I called Mr. Norris and Mr. Angel on the 
telephone. Again I explained the particular urgency and again requested his 
assistance in obtaining adequate priority. After several minutes of debate, 
I obtained a half-hearted promise to do something and he would call me in 
2 days. In the meantime, I told him I would keep the cylinders and if the 
Army wanted them, they could come and get them. 

| would like to point out that this company is the only oxygen manufacturing 
plant in the Inland empire that is solely owned and operated by Washington 
capital. We are a small independent in competition with the major, national 
organizations. Recalling our cylinders but allowing the majors to keep theirs is 
discrimination, discrimination that forces us to expend approximately $70,000 
while they operate with publicly owned property to which a small independent 
has as much title as they. We must spend our money to remain in competition 
with property owned as much by us as by them. 

In a copy of a letter addressed to you February 28 by Mr. George J. Burger 
of the National Federation of Independent Business, you will note a reference 
to Senator McCarran who helped some of his constituents get relief in similar 
circumstance. Therefore, it appears that redress has been granted which 
formerly has been denied us. 

Another point on which we need assistance is the possibility expressed to 
us by Harrisburg Steel Corp. that we might have to accept manganese steel 
eylinders instead of the chrome-moly steel cylinders which we have ordered. 
The reason given us is “as the Government has placed rigid regulations on 
the use of molybdenum, we are not certain at this time whether we will be 
in position to melt chrome-moly steel for cylinders during the months in which 
we can schedule your order for production.” Chrome-moly cylinders are a 
requirement for our operation. In this territory we operate under load- and 
license-weight restrictions and haul cylinders to all parts of our area. Mang- 
anese steel cylinders are much heavier and hold less gas than chrome-moly. 
Fewer, therefore, can be hauled at one time forcing customers to pay a higher 
price for the gas.as delivery and freight expenses would be greater for the extra 
weight and yet they get less gas. Competitively speaking, an impossible situation. 

Enclosed are copies of all of the correspondence pertaining to our quest for 
cylinders, priority, and relief from Army pressure. 

Our need is desperate. Our business faces the possibility of a crippling lack 
of cylinders. Should we not succeed in obtaining earlier delivery and still lose 
the Army cylinders, we will have lost many hundreds of customers and have 
no need for the cylinders. We have confidence that you will be able to help 
us. We have held off enlisting your aid until the last moment for we wanted 
to solve this problem in the democratic way of a free people. But our odds 
are apparently too great and we ask that pressure be brought to bear. We 
must either be allowed to keep Army cylinders until our order is shipped or 
obtain priority to secure the cylinders immediately. 

To help you, we refer you to “File No. LAC-528 Mr. Lynn” which identifies 
our application for Government loan through NPA, Whatever you can do for 
us will be appreciated and remembered. 

Yours very truly, 
INLAND OXY-ACETYLENE CoO., INC., 
V. B. Frncn, President. 

P. S. I am very curious about Mr. Norris and would like to know of his 
background, I have heard that at one time he worked for one of the major 
oxygen manufacturing companies. Could you obtain this information for me 
along with whether or not he is still connected with that firm? 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, June 20, 195! 
Mr. V. B. Finca, 
President. 
Iniand Ory-Acetylene Co., Inc., 
Spokane, Wash. 

Dear Mk. Fincu: Reference is made to your letter of June 11, 1951, concerning 
replacement of oxygen cylinders on lease from the United States Army and now 
being recalled. 

It is our understanding that you apparently did not place an order with your 
supplier back in February for the replacement of the 2,000 cylinders when the 
Army gave due notice of its intention to recall the cylinders. It is difficult, 
therefore, to justify any special preference on an order placed now in June. 

We suggest that you bring the details of your problem further before your 
suppliers in endeavoring to improve tlie tentative delivery schedule of Novem 
ber—December 1951. 

Very truly yours, 

















R. A. Norris, 
Chief, Metal Shipping Container Branch, Container and Packaging Division. 





JUNE 20, 1951. 





Mr. R. A. Norris, 
Chief, Metal Containers Section, 
Containers and Packaging Division, 
Department of Commerce, 
Washington, D. C.: 

Must know immediately regarding cylinder priority to Harrisburg Steel Corp., 
as another 500 cylinders due for Army July 1. Impossible to furnish without 
receiving new cylinders or cripple our business. Please wire as Army must be 
notified if unable to deliver. 











INLAND Oxy-ACETYLENE Co., INc. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, May 14, 1951. 
Mr. V. B. Finca, 
General Manager, Inland Ory-Acetylene Co, - . 
Spokane, Wash. 

Dear Mr. Finch: We have been informally informed by your supplier, Har- 
risburg Steel Corp., that in June they can and will ship you cylinders against 
orders already placed by you sufficient to replace cylinders being recalled in 
June by the United States Army. 

Very truly yours, 
R. A. Norris, 
Chief, Metal Containers Section, Containers and Packaging Division. 


June 20, 1951 
HARRISBURG STEEL CoOrP., 
Harrisburg, Pa. 
(Attention: Mr. H. M. Reeser, vice president and secretary.) 

GENTLEMEN: Our order No. 9232, change order No. 2 to our order No. 9503 
dated October 11, 1948, was sent to you June 12 increasing the order to 2,000 
cylinders. We did not, at that time, answer your question regarding financial 
arrangement 8. 

You may draw the contract to this firm with payment guaranteed by Gibson 
Welding Supplies, or, if you wish, the contract may be drawn with Gibson 
Welding Supplies as one of the parties thereto. ; 

Your very truly, 





INLAND Oxy-ACETYLENE Co., INC., 
Vv. B. Finca, President 
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HarrissurG STEEL Corp., 
Harrisburg, Pa., June 19, 1951. 
INLAND. OxyY-AGETYLENE CoO., INC., 
Spokane, Wash. 
(Attention: Mr. D. C. Terry, purchasing agent.) 

Dean Mr. Terry: This is to acknowledge and thank you for your order No. 
9232, calling for 1,500 250-cubic-foot oxygen cylinders and 500 125-cubic-foot 
oxygen cylinders. 

The price of these cylinders has increased somewhat over our quotation of 
1948. Present cost of the 250-cubic-foot cylinder is $29.10 each, and the 125-cubic- 
foot cylinder is $22.25 each, f. o. b., Harrisburg. 

The additional cost for the Rego No, 962R oxygen valve is $2.25 each plus 
$0.15 each for insertion. 

As advised you in my letter of June 7, it is doubtful whether we will be per- 
mitted to manufacture chrome-moly cylinders at the time your order is put 
through the shop. If the molybdenum is not available, may we have your 
authority to substitute the standard 220-cubic-foot manganese cylinders. The 
price of the 220-cubic-foot manganese cylinders is $26.75 each, f. o. b., Harrisburg. 

If.you will refer to our letter of June 7, you will note that we requested that 
payment of our invoices through the Inland Oxy-Acetylene Co. be guaranteed by 
either V. B. Finch or the Gibson Welding Supplies. You did not attach such 
a guaranty to your order and we are therefore holding same in abeyance until 
we receive such guaranty covering payment. 

Your prompt reply by return mail will be appreciated. 

Yours very truly, 
HakrRiIssUrG STEEL Corp., 
H. M. Reeser, Vice-President and Secretary. 





Mr. R. A. Nogris, 
Chief, Metal Containers Section, 
Containers and Packaging Division, Department of Commerce, 
Washington, D. C. 

Deak Mr. Norris: From the enclosed copy of a letter written by us to the 
National Production Authority, Washington, D. C. on May 29, you will learn 
that application has been made for a necessity certificate and also for a Govern- 
ment loan to enable us to purchase 2,000 cylinders to replace those being recalled 
by the Armed Forces. 

We are becoming increasingly anxious as it will be only 15 days until another 
500 cylinders must be returned, in fact we are already accumulating them in 
readiness. This will be 1,000 taken out of our use. 

Today a letter was received from H. M. Reeser of Harrisburg Steel Corp. 
and we would like to quote a paragraph from it for discussion. 

“We have also very carefully checked our schedules and due to the large 
volume of Government contracts carrying DO ratings, it would seem impossible 
to produce your cylinders until November or December of this year. It is also 
noted that these cylinders are to be made of chrome-moly steel and as the 
Government has placed rigid regulations on the use of molybdenum, we are 
not certain at this time whether we will be in a position to melt chrome-mols 
steel for cylinders during the months in which we can schedule your order 
for production. It is quite possible that we will be limited to cylinders made 
of manganese steel and if such is the case, we are wondering whether you 
would accept 220-cubic-foot capacity cylinders instead of the 250-cubic-foot 
and the 110-cubic foot capacity instead of the 125-cubic-foot cylinders.” 

First the time of shipping our order; from your letter of May 14, 1951, it 
is noted that you were under the impression that Harrisburg Steel would ship 
us cylinders in June to replace those being recalled, but evidently Government- 
rated orders are interfering. November and December delivery would, of 
course, be much too late. The pressure is on now and we must do one of three 
things: Get immediate delivery of new cylinders; get a stay on the return of 
the balance of Government-owned cylinders or be unable to furnish gas to 
several hundred of our customers. 

Taking up the matter of manganese steel cylinders of the smaller sizes; 
all of our cylinders have been purchased so as to standardize both our pro- 
duction and our sales. Should we have to accept smaller cylinders it would add 
confusion to our plant production and sales and office records. We would 
therefore very much like to be able to obtain the chrome-moly cylinders. 
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Your interest in our problem has been very greatly appreciated and it is 
heped that you may be able to help expedite cylinders to us. 
Yours very truly, 
INLAND OXY-ACETYLENE Co., IN¢ 
V. B. Fincn, President. 


Harrissure Steer Corp., 
Harrisburg, Pa., June 7, 1951 
INLAND OXxyY-ACETYLENE Co., INC., 
Spokane 8, Wash. 
(Attention Mr. V. B. Finch, president.) 

GENTLEMEN : Since receiving your letter of May 22 to which you attached your 
release for 500 oxygen cylinders, applying on your order No, 09228, we have 
given careful thought to the terms of 25 percent cash upon shipment with the 
balance covered by 12 equal monthly trade acceptances and are pleased to advise 
that these terms will be acceptable on the first 500 cylinders, provided the ac 
count is guaranteed by the Gibson Welding Supplies or yourself individually. 

If I recall correctly at the time we furnished you with cylinders in 1946, the 
order was placed with us by Gibson Welding Supplies and later the account 
was transferred to Inland Oxy-Acetylene Co. with the understanding that pay- 
ment was guaranteed by Gibson Welding. 

We have also very carefully checked our schedules and due to the large volume 
of Government contracts carrying DO ratings, it would seem impossible to pro 
duce your cylinders until November or December of this year. It is also noted 
that these cylinders are to be made of chrome-moly steel and as the Government 
has placed rigid regulations on the use of molybdenum, we are not certain at 
this time whether we will be in position to melt chrome-moly steel for eylinders 
during the months in which we can schedule your order for production. It is 
quite possible that we will be limited to cylinders made of manganese steel and 
if such is the case, we are wondering whether you would accept 220-cubic-foot- 
capacity cylinders instead of the 250-cubic-foot and the 110-cubic-foot capacity 
instead of the 125-cubic-foot cylinders. 

Your letter would indicate that it is your intention to purchase 2,000 cylinders 
if you can properly arrange your finances and it is suggested that you let us have 
your order for the total quantity so that we may extend you the 1,000-lot prices. 
This price, however, is based on the assumption that you will take out at least 
1,000 cylinders within a period of 1 year. 

The writer has been in touch with Mr. Norris, Director of the Cylinder Division 
of NPA, and is of the opinion that he will give you whatever assistance possible 
in obtaining delivery on the first car of cylinders which are to be used as a 
replacement of the cylinders withdrawn from you by the Government. 

I merely mention this as the Container Branch of NPA may consider extending 
a DO rating on your order with us. 

We assure you that we will cooperate to the fullest extent in taking care of 
your needs as we fully appreciate your position due to recall of cylinders which 
you had on lease from the military services. 

Yours very truly, 
HarkispurG Stree. Corp., 
H. M. Reeser, 
Vice President and Secretary. 


JUNE 4, 1951. 
DIRECTOR OF THE OFFICE OF SMALL BUSINESS, 
Washington, D.C. 

Deak Str: From the enclosed copy of a letter to the National Production 
Authority, Washington, D. C., you will learn that we are requesting assistance 
from the Government to purchase 2,000 new oxygen cylinders. The forms were 
made out and sent in through the Spokane NPA office. 

The reason for the immediate need to purchase them is caused by the armed 
services recalling 2,000 oxygen cylinders they had leased to us in Apri] 10 
It was necessary for us to test, paint, and revalve these cylinders before they 
could be used, which we did, and then put them into service in our area. Taking 
this number out of service now will place us in the position of being unable to 
furnish oxygen to several hundred consumers. 
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We have been informed by Mr. Norris, Chief, Metal Containers Section, Con- 
tainers and Packaging Division, that Harrisburg Steel Corp., Harrisburg, Pa., 
willbe able to supply us with new cylinders, but we must have financial assistance 
to pay for them. 

Since we have already returned one-fourth of the leased cylinders and will 
lose one-fourth each month until the 2,000 have been returned, it is very urgent 
that we have information as quickly as possible in answer to our request for a 
Government loan. Under the circumstances we believe our request should be 
granted, and if you are in a position to give us any assistance, we will appreciate 
it greatly. 

Yours very truly, 
INLAND OXY-ACETYLENE Co., INCc., 
V. B. Fincu, President. 


May 29, 1951. 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D.C. 

GENTLEMEN: We have prepared and are enclosing Form NSRB-140, Applica- 
tion for Necessity Certificate, pursuant to provisions of section 124A (amortiza- 
tion deduction) of Internal Revenue Code, and Form NSRB-146, Application 
for Government Loan, under section 302 of Defense Production Act of 1950. 

The reasons for these applications being submitted is that it is urgent for 
us to replace 2,000 oxygen cylinders which we have had on lease from the armed 
services and which have been recalled. 

These Government cylinders were received by us April 9, 1950, and were 
gradually tested, revalved, painted, and put into our service. About $7,000 will 
be invested in them by the time the return freight has been paid. We have been 
required to start returning them on the basis of 500 per month, starting June 1, 
1951. 

The loss of 2,000 cylinders at this time will cause our not being able to furnish 
oxygen to several hundred consumers in this area. This we feel to be unfair 
to both the consumers and us, since we have had the information confirmed 
by Government sources that some of the larger manufacturers of oxygen have 
many thousands of leased cylinders that have not been recalled, nor are there any 
plans for recalling them. We are, therefore, placed in a very unfavorable 
competitive position. 

I was in Washington, D. C., May 10 and 11, and called on the following parties 
with regard to obtaining assistance in securing cylinders : 

Mr. Harvey M. Harper and his assistant, J. E. Pilsen, of the RFC Loan Divi- 
sion, room 310, Old GAO Building. 

Mr. Groce, of the Policy Coordination Bureau, Priority Division. 

Mr. Hoffins, of the NPA Chemical Division. 

Mr. Angell, of the NPA Containers Division. 

I went into the matter thoroughly with them, and it was their recommenda- 
tion that these applications be originated at Spokane, Wash., the area in which 
this product is vital to the national defense program. 

We have confirmation from Mr. R. A. Norris, Chief, Metal Containers Section, 
Containers and Packaging Division, that new cylinders are available to us 
through Harrisburg Steel Corp., Harrisburg, Pa., providing we are able to obtain 
the requested Government assistance to finance them. 

We will greatly appreciate your consideration of our case. 

Yours very truly, 
INLAND OxY-ACETYLENE Co., INe., 
V. B. Frncu, President. 


May 22, 1951. 
HARRISBURG STEEL CorRP., 
Harrisburg, Pa. 
(Attention: Mr. H. M. Reeser.) 

GENTLEMEN : With regard to our telegram of May 15, we want our order No. 
9508 reinstated, but in the amount of 400 each 250-cubic-foot cylinders (your 
blueprint No. C-163), and 100 each 125-cubic-foot cylinders (your blueprints 
No. C-1683), to make the original total of 500 each I. C. C. Spec. No. 3AA2265 
oxygen cylinders. 
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The 250-cubic-foot cylinders to be serial-numbered starting with “3400” and the 
125-cubic-foot cylinders at “J-802." Both sizes to be painted aluminum (reference 
W. P. Fuller & Co. Ne. 227 Alumaton paint) and equipped with Rego No. 9621 
valve w/No, 962 safety disk and No. 3412-14 safety cap. Neck rings with this 
firm's name cast on collar to be same as furnished on our order No. 5271, your 
No. 2156, dated December 11, 1947. 

These first 500 cylinders we will take under the financing terms discussed with 
Mr. Wilson M. Gulick in Phoenix, which, as 1 recall, were 25 percent down and 
the balance over 12 months. 

We are in particular need for these cylinders. NPA’s action in obtaining 
them for replacement of the cylinders they are recalling has actually gotten 
ahead of our financing program. We hope to obtain from NPA the 5-year depk 
tion-plus financing assistance. If we might not succeed in obtaining the financial! 
assistance but are successful in securing the 5-year depletion, we are sure we wil! 
have no difficulty in arranging the balance of the finances, at which time we would 
want to take up this 500 with an additional 1,500 cylinders. 

It is our desire and intention to order 2,000 cylinders. While we are enclosing 
our change order No. 9228 covering the original 500 cylinders, we would like to 
know whether you would prefer us to enter a new order for the total of 2,000 
cylinders or a change order increasing our No. 9503 to 2,000? This is, of course, 
depending upon our securing the 5-year depletion and financial assistance. 

It is our earnest hope, therefore, that you will be kind enough to go along with 
us in our problem of procurement financing and also make it possible for us to 
obtain the 1,000 quantity price for these initial 500 cylinders. 

Yours very truly, 
INLAND Oxy-ACETYLENE Co., LNc., 
V. B. Fincn, President. 


Marcu 29, 1951. 
Hon. Harry P. Carn, 
Senate Office Building, Washington, D. C. 

Dear Senator: Apparently our letters crossed in the mail. Again I want to 
thank you for the splendid and immediate action you took in assisting the Gibson 
Welding Supply Co. To the credit of the Senate Small Business Committee and 
Mr. Henderson they gave splendid cooperation. 

Senator, we want to go on record, at this moment, as saying the Senate Small 
Business Committee is doing a splendid job in behalf of small business. The 
Small Business Committee is needed in the Senate today more than ever before. | 
am sending a copy of this letter to the Gibson Welding Supply Co., for their infor- 
mation. 

I hope our small-business people in the various States do not forget Members 
of Congress who are really trying to do a job to help them during this critica) 
period. 

Sincerely yours, 
Georce J. BurGer, 
Vice President, National Federation of Independent Business, Inc. 





UNITED STATES SENATE, 
March 27, 1951. 
Mr. Grorce J. BURGER, 
National Federation of Independent Business, Inc., 
Washington, D. C. 

My Dear Mr. Burcer: I have been advised by Laurance G. Henderson of the 
Select Committee on Small Business that he has talked to you and furnished 
you with information concerning the Gibson Welding Supplies Co., and I hope 
the matter has been handled to your satisfaction. 

Assuring you that it has been a pleasure for me to have assisted you in this 
problem and with warm personal regards, I am 

Most cordially, 
Harry P. Cain 
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NATIONAL FEDERATION OF INDEPENDENT BUSINESS, BURLINGAME, CALIF. 


WasHINGTon, D. C., March 27, 1951. 
Mr. V. B. Finca, 
Gibson Welding Supplies, 
Spokane, Wash. 

Dear Mr. Fincu: Note the copy of letter received from the staff director of 
the Senate Small Business Committee. Thoroughly check on this and you can 
rest assured you have got good help through the Senate Small Business Com- 
mittee. Keep in mind you also have the help of Senator Cain. 

I will be waiting to hear further from you. 

Sincerely yours, 
GEORGE J. BURGER, 
Vice President. 


UNITED STATES SENATE, 
SeLecr COMMITTEE ON SMALL BUSINESS, 
March 26, 1951. 
Mr. Groree J, BURGER, 
National Federation of Independent Business, Inc., 
Washington, D. C. 


Dear Mr. Bureer: Your letter of recent date to the Honorable Harry Cain 
together with a copy of a letter from Gibson Welding Supplies Co., Spokane, 
Wash., signed by Mr. V. B. Finch, has been referred to this committee for 
investigation and reply. 

A member of the staff has thoroughly checked into the matter referred to in 
Mr. Finch’s letter, and it appears Mr. Finch has been misinformed regarding 
contracts for gases of any kind with the United States engineers for use by 
them at the four Army air bases mentioned. The Engineers state that contracts 
and purchases of welding gases are made directly through the utility office locally. 
They further state that they do not have contracts with any of the three large 
manufacturers of gases, but that they do have a small contract with the Inland 
Oxygen-Acetylene Co., Spokane, Wash. Mr. Finch, we are informed, is associ- 
ated with this company in some way. 

It seems unfortunate that the Gibson Welding Supplies Co. is unable to hold 
onto the oxygen cylinders leased from the Government in 1950. The fact is the 
Government has recalled every cylinder leased by them to welding gas and oxygen 
companies that is suitable for oxygen. There has been no discrimination shown 
any of the lessors regarding the time limit of the recall. 

We feel sure that Mr. Finch will thoroughly understand this matter as soon 
as the facts regarding his complaints are presented to him. 

If we may be of further assistance, please do not hesitate to call on us. 

Sincerely yours, 
LAURANCE G. HENDERSON, 
Staff Director. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEFRs, 
Washington, D. C., March 7, 1951. 
INLAND OxyY-ACETYLENE Co., INC., 
Seattle, Wash. 

GENTLEMEN : Reference is made to your contract No. DA-49-129-ENG-17 with 
the Department of the Army, covering the rental of empty Government-owned 
oxygen cylinders, and to letter of the contracting officer in the Office, Chief of 
Engineers, United States Army, dated February 8, 1951, which stated the inten- 
tion of the Government to recall all of the leased oxygen cylinders. 

This letter constitutes formal notice of termination of the right of the con- 
tractor to use the oxygen cylinders and is issued under the provisions of articles 
(} and 7 of the contract. The termination date of February 28, 1951, is estab- 
lished; rental for the leased cylinders will be payable only through Februar) 
1951 














2374 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


You are requested not to make any returrm shipment of the cylinders unti! 
definite shipping instructions are furnished by the contracting officer. 
Very truly yours, 
L. E. MIetenz, 
Colonel, Corps of Engineers, 
Contracting Officer. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Burlingame, Calif., March 13, 1951. 
In reply refer to file No. 94. 
Mr. V. B. Fincnu, 
Gibson Welding Supplies, 
Npokane, Wash. 

DEAR Mr. Fincn: Enclosed please find copy of letter from the Department 
of the Army, Office of the Chief of Engineers, which was directed to Senator 
Magnuson. Hope that you will be able to move in further on the proposition. 

Sincerely yours, 
Georce J. BuRGER, 
Vice President. 


DrEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington, D. C., March 7, 1951. 
Hon. WARREN G. MAGNUSON, 
United States Senate. 

Dear Senator MaGNuson: Reference is made to letters from the National 
Federation of Independent Business and the Gibson Welding Supplies, forwarded 
to the Chief of Engineers by memorandum, dated March 1, 1951. 

First, I must advise you that we do not have the Gibson Welding Supplies 
organization on our list of lessees. Therefore, I am unable to furnish any 
information relative to the activities of this firm. 

The situation referred to in Mr. Burger's letter resulted from the recall of 
all oxygen cylinders presently leased to commercial firms by the Corps of 
Engineers. This recall is mandatory on the part of the Corps of Engineers to 
meet the increasing demands for oxygen for tactical use by the Army. As you 
well know, the demands of the increased active Army and the needs of the 
Korean conflict have pyramided requirements for supplies of all kinds, To 
meet just this one demand, the Chief of Engineers had no other recourse, in 
order to meet his logistic responsibilities, than to terminate all current rental 
leases on oxygen cylinders. Further, I assure you that the allegation that any) 
firm is being given preferential treatment is unfounded. Government-owned 
(Army) oxygen cylinders in the hands of all commercial firms are affected by 
this action, and no exceptions have been made. 

I sincerely hope this information is sufficient for the purpose of preparing 
a reply to your correspondents, and I assure you of our interest and determina- 
tion to treat all concerned with equal consideration. 

Sincerely yours, 
L. BE. Mrevenz, 
Colonel, Corps of Engineers, 
Contracting Officer. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Burlingame, Calif., March 7, 1951. 
In reply refer to file No. 94. 
Mr. V. B. Frncu, 
Manager, Gibson Welding Supplies, 
Spokane, Wash. 
Dear MR. FincH: Enclosed please find a very splendid letter from Senator Cain 
of your State 
I feel certain his actions will be productive in your behalf. 
Sincerely yours, 
GeorGe J. Burger, Vice President. 
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UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WORKS, 
March 5, 1951. 





Mr. GeorGce J. BURGER, 
Bond Building, Washington, D. C. 

My Dear MR. Burcer: Of course, I agree with you entirely in regard to the 
extreme injustice and hardship imposed on small businesses throughout the 
entire Nation by recent NPA and ESA orders and regulations. I have in the 
past, and will continue to appeal to the Senate Small Business Committee. 

I have forwarded your letter and enclosures on to that committee with the 
silent prayer that they will be able to come up with a favorable answer to this 
seemingly insurmountable problem. 

With very best wishes, I am, 

Most cordially, 
Harry P. CAIN. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Burlingame, Calif., March 2, 1951. 
In reply refer to file No. 94. 
Mr. V. B. Fincn, 
Manager, Gibson Welding Supplies, 
Spokane, Wash. 
Dear Mr. FINCH: Note the eniclosure which speaks for itself. I hope that our 
actions in your behalf will be successful. 
Sincerely yours, 
GeorGE J. BurGer, Vice President. 


e UNrtTep STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Wareh 1, 1951 
Mr. Georce J. Burcer, 
Vice President, National Federation of Independent Business, 
Bond Building, Washington, D. C. 

Dear Mr. Burecer: Thank you for your February 28 letter with enclosure 
regarding the difficulties of Gibson Welding Supplies, Spokane, Wash., with the 
Army engineers. 

I will be glad to contact the Chief of Engineers regarding the leased cylinders 
and will let you know when I have received a formal response. 

Best wishes. 

Sincerely, 
WARREN G. MAGNUSON, 
United States Senator. 


Marcu 2, 1951. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C. 
DEAR SENATOR MAGNUSON: Thank you very much for your splendid action as 
outlined in your letter of March 1. 
With very best regards, I am, 
Sincerely yours, 
GEorRGE J. BuRGER, Vice President. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Burlingame, Calif., February 28, 1951. 
Mr. V. B. Fincn, 
Manager, Gibson Welding Supplies, 
Spokane, Wash. 

Dear Mr. Fincn: I am in receipt of your letter of February 23. Thank you 
very much for the compliments paid to our efforts. Note the enclosure which 
speaks for itself. We trust that our future actions will be successful. 

Sincerely yours, 
Georce J. BurGcer, Vice President. 
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FEBRUARY 28, 1951. 
Hon. WARREN MAGNUSON, 
Senate Office Building, Washington, D. C. 

My Dear Senator: I believe you are vitally interested in the problems facing 
small business and particularly where it applies to your constituents. I am 
referring to the Gibson Welding Supplies, of Spokane, Wash. I am attaching 
herewith a copy of a letter which is self-explanatory. 

It is my belief that Col. L. E. Mielenz, Corps of Engineers, contracting officer, 
Department of the Army, Office of the Chief of Engineers, could grant some relief 
or at least equal treatment as it is alleged is being given to the larger institutions 
in that industry, such as Linde, Air Reduction Sales Co., and National Cylinder 
Gas Co. 

Sometime ago due to the splendid help of Senator McCarran some of his con- 
stituents were involved in a problem of the same type and we were able to 
bring relief. 

I feel that you would want this information and that something could be done 
either through your own personal attention or through the help, at your instruc- 
tion, of the Senate Small Business Committee. 

Senator, it goes without saying that small business is facing a most critical 
situation and I trust that some appropriate action can be taken on this particular 
case. 

Thanking you in advance and with highest regards, I am 

Sincerely yours, 
Georce J. Burcer, Vice President. 


FEBRUARY 23, 1951. 
Mr. Georce J. BURGER, 
National Federation of Independent Business, Inc., 
Washington, D. C. 

Dear Mr. BuRGER: You may remember our writing you last spring regarding 
the problem facing us of having to replace safety disks on cylinders. Your 
prompt action in the matter was instrumental in postponing the ruling and to 
date it has not come up again. 

We now bring you another impending problem that will cause great financial 
loss and inconvenience to a number of small-business operations, namely, the 
recalling of Government-leased cylinders. 

From the enclosed copies of correspondence between the Army engineers and 
us you will learn that we leased cylinders from them in April 1950. Because 
they had to be tested and painted and in the majority of cases revalved, we 
could not put them into use for several months. 

To enlarge a little on our statement to the Army engineers about furnishing 
gases to Fort George Wright, Fairchild Air Force Base, and Geiger Field here, 
and the Moses Lake Air Base at Moses Lake; Seattle is 300 miles from Spokane 
and about 200 from Moses Lake, so it would be quite a saving to purchase their 
gases from a Spokane source instead of Seattle. 

I have reasonably accurate information that three of the large manufacturers, 
Linde, Air Reduction Sales Co., and National Cylinder Gas Co., have Govern- 
ment-leased cylinders and have had them for a good many years. It would 
appear that these cylinders should be the first to be recalled, as they have had 
time to get their money out of them and make a reasonable profit. This is 
something that we would like to have checked into. 

You did such a fine job for us last spring that we hope through your channels 
of information and the influence you might be able to bring to bear, you can 
again assist us. I have told Mr. Dye how impressed I am with our organiza- 
tion there in Washington and I am increasingly aware of the good that can be 
done by it, not only for small business but for our Nation and the conservation 
of the ideals of democracy. 

We shall look forward to hearing from you and your comments or suggestions 
will be greatly appreciated. 

Sincerely yours, 
Gipson WELDING SUPPLIES, 
V. B. Fincn, Manager. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2377 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington 25, D. C., February 27, 1951. 
INLAND OXY-ACETYLENE Co., INC., 
Spokane, Wash. 

GENTLEMEN: Replying to your letter of February 16, 1951, you are advised 
that all Government-leased cylinders under contract issued by the Corps of Engi- 
neers have been recalled under the same provisions as outlined in our letter of 
February 8, 1951. 

While it is realized that the recall of these cylinders has definite impact on 
your operation, the requirements of the Army made the recall mandatory. 

The Corps of Engineers does not supply compressed gas or cylinders to the Air 
Force, therefore we are not in a position to answer your inquiry regarding supply 
to that service. 

Present planning indicates that the return of cylinders under lease to your 
firm will be returned to the Pasco Bngineer Depot, Pasco, Wash. Full details 
and shipping instructions, together with procurement orders for the gas con- 
tracts, will be forthcoming at an early date. 

Sincerely yours, 
L. E. MIeienz, 
Colonel, Corps of Engineers, Contracting Officer. 


Fepruary 16, 1951. 
Re. ENGAC 161. 
DEPARTMENT OF THE ARMY, 
Office of the Chief of Engineers, Washington 25, D.C. 
(Attention: L. E. Mielenz, Colonel, Corps of Engineers, Contracting 
Officer.) 

GENTLEMEN: We have received your notice on the recalling of Government- 
owned cylinders. The 1,996 cylinders in our possession are all located in and 
near Spokane. 

We are interested to know if all Government-leased cylinders are to be re- 
called. As far as we can determine we are the only firm in the Northwest who 
have Government cylinders on lease and we wonder if they could be used by the 
Government in our area. Our information is that oxygen and acetylene is being 
shipped in from Seattle, Wash. to Fairchild Air Force Base, Geiger Field and 
Fort George Wright in Spokane and Moses Lake Air Base at Moses 
Lake, Wash. If we could use part of the cylinders to service them it would be 
a saving and much more satisfactory from a service standpoint, we believe. 

At the present time we are using some of the Government-leased cylinders to 
furnish oxygen to two dams that are being constructed, to a Government housing 
project and to the magnesium plant. Copper, lead, and zinc mines in our area 
are also being served. 

As your records will disclose, the cylinders have only been in our possession 
since April 1950 and before any use could be made of them they had to be tested, 
painted and in a great many instances, revalved. At the present time our in- 
vestment in them is close to $7,000 and our revenue from them about $700. If 
they are to be shipped back to Sharp General Depot, Lathrop, Calif., there would 
be an additional freight charge of $3,000. 

We will be very pleased to have your comments on the foregoing and if anything 
can be worked out it will be appreciated. 

Yours very truly, 
INLAND Oxy-ACETYLENE Co., INCc., 
V. B. Frncen, President. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIFF OF ENGINEERS, 
Washington 25, D. C., February 8, 1951. 
INLAND OXY-ACETYLENE Co., INC., 
Spokane, Wash. 

GENTLEMEN : Pursuant to articles 6 and 7 of contract No. DA-49-1Z9-ENG-1T, 
you are hereby advised that Government-owned compressed gas cylinders (oxygen 
type) presently leased to your firm will be recalled at the rate of 25 percent of the 
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total quantity leased, each month, beginning June 1, 1951, and continuing through 
September 1951. ? 

It is requested that the Chief of Engineers, Attention: ENGBU, be advised, 
as soon as practicable, of the total quantity of cylinders by geographical location 
leased by your firm under the provisions of referenced contract. This informa- 
tion is required for transportation planning in order to hold transportation costs 
to a minimum. Shipping instructions will be furnished in the shortest time 


possible after receipt of this data. 
At the present time it is intended to make use of the agreement in article 1 (g), 


page 3, of the contract, i. e., return of cylinders filled with oxygen. 
Inquiries should be addressed to the Chief of Engineers, Washington 25, D. C., 
Attention: ENGBU. 
Sincerely yours, 
L. E. Mre.enz, 
Colonel, C orps of Engineers, Contracting Officer. 


Mr. Mansrrevp. Mr. Cooper, will you come forward, please. 
STATEMENT OF F. B. COOPER, PARTNER, ALUMINUM SUPPLY CO. 


Mr. Mansrtetp. Will you give your name, your address and your 
business to the reporter, please. 

Mr. Cooper. F. B. Cooper, I am a partner with the Aluminum Sup- 
ply Co. on Maxwell Street, Spokane, Wash. 

Mr. Owen asked me to appear today to register any complaint that 
we might have with respect to doing business with the Government 
in connection with defense contracts. I don’t come to you with any 
particular complaints, because as yet we have not been able to do 
any business with the Government. 

Mr. Mansrtevp. Isn’t that a complaint ¢ 

Mr. Cooper. In general, yes, but it has reached the point with us 
where we are very discouraged on the thing and we are just about at 
the stage where we have given up even trying. 

We have prepared a ‘brochure in accordance with the chamber’s 
suggested form, and this has been submitted along with letters to 
various Government procurement agencies, requesting an opportunity 
to bid on work which could be handled by our plant. 

Altogether this information has been mailed to about 100 Govern- 
ment offices. We have had acknow ledgments from only nine of these, 
but have not yet received a single invitation to bid. 

Needless to say, this has been a complete waste of time and money, 
and it certainly offers no encouragement to centinue soliciting de- 
fense work. 

I think that that primarily is the basis of any complaint that we 
might have in this connection. 

Mr. Mansrietp. Mr. Cooper, have you contacted the representatives 
of the Government in the line of procurement in this particular naval 
district or Army area ¢ 

Mr. Coorrr. Yes, sir; we have. We have secured their names 
through the industrial bureau of the chamber and have solicited each 
of those. 

Mr. Mansrievp. Mr. Dalmas? 

Mr. Datmas. What type of products are you prepared to make for 
the armed services ¢ 

Mr. Coorer. We do roll forming, and have specialized in aluminum 
material in that type of fabrication work. 
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Now, with rolled forming, we make various shapes and channels, 
and there is a very great variety of products and items that can be 
made with that process. 

Mr. Datmas. Do you make those out of ingots? 

Mr. Cooper. No; it is made out of the sheets. We take the sheets 
and form it. 

Mr. Darmas. I see. 

Mr. Cooper. And we have good-sized equipment. We can handle a 
variety of sizes and widths, and can do a large variety of work. 

Mr. Datmas. Are you familiar with these advance synopses of 
bid information and other contract information ¢ 

Mr. Coorrr. Yes, sir. 

Mr. Datmas. And have you followed those ¢ 

Mr. Coorrer. We have received those; yes. We have followed them, 
and we have secured one contract, I think, through that. 

Mr. Daumas. Have you contacted the plane manufacturers and 
others who have Government contracts that you might serve ¢ 

Mr. Cooper. Yes, sir: we have. We have contacted, 1 would say, 
over 20 plane manufacturers. 

Mr. Datmas. And what is their attitude / 

Mr. Coorrr. That they will keep us on file. That is about the 
extent of it. 

Mr. Datmas. Do you know whether they are expanding their 
facilities to do the same type of work you are doing / 

Mr. Cooper. Some of them are. Boeing is one that is expanding 
their facilities. 

Mr. Daumas. Are they getting tax-amortization certificates for 
that expansion, or do you know ¢ 

Mr. Coorrer. I don’t know about that ; no, sir. 

Mr. Datmas. But you do have facilities, and you are ready, willing, 
and able to do a number of things for the plane manufacturers, but 
all they tell you is that they will put your name on file ¢ 

Mr. Coorrr. Yes; that is just about all. 

Mr. Datmas. Thank you, sir. 

Mr. Mansrietp. Do you have any scarcities in materials along 
your line? 

Mr. Coorrr. Yes: we certainly .do, for civilian use. Our alloca- 
tion now is 65 percent of what it was last year, during the base period, 
of course. 

Mr. Mansrievp. Just what particular agencies in this area have 
you contacted ¢ 

Mr. Coorrer. Well, here is one list that we have worked, and then 
there have been others that I don’t have with me, but that group has 
been worked. 

Major Wuarron. Did you go to talk with the district ordnance 
officer or the district Army engineer ¢ 

Mr. Coorrr. No; we have not. We have talked with the Depart- 
ment of Material Inspection in Seattle. 

Major Wuarton. For the Navy? 

Mr. Coorrer. Yes. 

Major Wuarton. What did they tell you? 

Mr. Coorer. At that particular time it was in regard to some Quon- 
set huts, and they gave us some information as to who it had been 
awarded to. 
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Major Wuarron. Can you make any prefabricated houses? 

Mr. Coorrer. No; we don’t. 

Major Wuarron. Will you repeat what you are qualified to 
manufacture ¢ 

Mr. Coorer. Rolled-form shapes. That is generally what it is. It 
would be all-inclusive, and that would embody angles, channels, roof 
deckings, and any other number of items, tubes, and that sort of thing. 

Mr. Mansrrevp. Mr. Bradeen, could you be of some assistance to us 
on this? I notice that that is primarily an armed-services list ; but, as 
I recall, the General Services Administration is also a procurement 
agency for a great many items, and I wondered if you could tell the 
committee something which might be of assistance to this gentleman. 

Mr. Brapeen. From the description he gives of his manufacturing, 
the best I can say is to give us your name and we will put you on our 
list, beeause I cannot see any opportunity to help you. 

Mr. Coorer. It is quite a specialized field, and how much of it is 
used, I don’t know. I know that aircraft use it. 

Major Wuarron. Many of these military offices you have contacted 
do not procure some of the types of things that I believe you are 
capable of making. 

Do you realize also, when you send this information to the military 
procurement offices and they do not answer, that there is no answer 
sent out, and when your name comes up for bid information to be sent 
to you, and unless you list yourself for certain specific items, it is most 
difficult for a procuring officer to put you down on his list in a general 
manner. 

Mr. Cooper. I see. 

Major Wriartron. You see, the listing of facilities is mainly toward 
industrial mobilization, and while your plant might be an excellent 
one in the time of an all-out emergency to be listed that way, it does 
not mean a contract with the military now, and you must tell the 
purchasing oflicers the exact objects or the kind of things you want to 
make, and not in general terms, but in specific items, because he has 
a list for each of the items; and, when he starts to send out invitations 
to bid, usually a machine is used, and out of the thousands of firms 
listed with that purchasing officer the machine may pull 500 cards, the 
first 500 names. 

The next time they start down on the rest of the list, and so it goes, 
until eventually they get around to you, but it may take many months. 
‘That is why it is very important that you list yourself with your 
district Ordnance officer and your district Army engineer, because you 
may be able, in the meantime, to do business with them. 

Many of these ordnance places listed here will not necessarily be 
buying that type of equipment. 

Mr. Mansrrevp. Well, major, the closest Army engineer here would 
be at Seattle ; would that be correct ¢ 

Major Wuarron. That is right, sir. The district engineer for this 
district. 

Mr. Coorer. Well, then, would you suggest that we contact them, 
telling them of our products? 

Major Wuarron. Tell them the products you want to be listed 
for. 

Mr. Mansrievp. And, specifically, he should contact what agencies? 
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Major Wuarron. I have a list of them, and I will be happy to give 
- you the specific agencies that I think you could best sell, because I 
have the listing here of what the different ones buy. 

Mr. Coorer. All right. That will be fine. I will be glad to have it. 

Major Wuarton. That will answer your problem much better. 

Mr. Cooper. Apparently there was something wrong in the ap- 
proach, and I wanted to find that out, because we are getting no 
results at all. 

Mr. Mansrtevp. In view of the Air Force’s policy of trying to 
spread subcontracting as much as possible, it seems to me that he 

ould make known his capabilities to the Air Force. Do they have 
an Office in this part of the country, Major? 

Major Wuarron. Yes, sir; they have a regional office. 

Mr. Mansrretp. How many men do you employ? 

Mr. Cooper. Six. 

Mr. Mansrrevp. You are really small business, then; aren’t you? 

Mr. Coorer. Very small, yes; but is specialized and we can give good 
production on it; we can put out a lot of stuff—that particular item 
that we tool up for. 

Mr. Mansrtevp. How far could you expand ? 

Mr. Coorer. You mean capacitywise ¢ 

Mr. Mansrievp. Capacity and personnel. 

Mr. Coorer. Well, we could triple our personnel without any trou- 
ble at all; and, as to our capacity, we could run with the equipment 
we have got and produce 300 lineal feet of any shape a minute. 

Mr. Mansrievp. In other words, you could double your present 
capacity ¢ 

Mr. Coorer. Yes; that would be double our present capacity. 

Mr. Mansrrevp. Thank you very much. Before you go, I want to 
clarify the reason for my requesting of Mr. Bradeen as to whether he 
could be of any assistance to you, because of the fact that the General 
Services Administration does do a great deal of procurement along 
certain lines, and we have found in some instances, especially in 
the wood industry, for desks, and some things of that sort, that the 
General Services Administration is helping individuals. 

Thank you very much. 

Mr. Brapeen. I have one point here. Last week in Seattle we had 
an armed-services display of items that small business might be able 
to handle: and, as I recall it, some of the armed services were there, 
and they had tables of little items from this to that which would be 
just right down the alley on your kind of operations. 

Mr. Coorer. How long ago was that? 

Mr. Brapeen. Were you there? 

Mr. Coorer. No; I was not. 

Mr. Brapeen. I understand that they have a permanent display at 
Oakland. 

Mr. Coorer. That would be very helpful, because you could see in 
a minute what could be used. 

Mr, Brapeen. It breaks the equipment down into different units, 
which are all named and numbered, and you could specify that you 
would be interested in No. 62, No, 85, and so forth, articles of a certain 
type, and to me that is about the only opportunity that I see in which 
you might be interested. 
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Mr. Coorer. Do you know how long that display will be over there ? 

Mr. Brapeen. Well, that display ended last Saturday. We had a 
display there covering half the size of this room [indic ating] of items 
that small-business men might be able to handle locally. 

Mr. Mansrieip. Would it be possible for this gentleman to get a 
listing of the articles that were on display / 

Mr. Brapren. If you give me your name, I will see that you get 
what is available over there. 

Mr. Coorer. All right; I will be very glad to give it to you. 

Mr. Mansrie_p. Again, thank you very much. 

The next witness will be Mr. Robbins. ° Will you come up, please, 
sir, and sit down. 


STATEMENT OF H. G. ROBBINS, OWNER, ROBBINS METALS 


Mr. Mansrieitp. Will you give your name, your address, and your 
position to the reporter, please. 

Mr. Rospins. H. G. Robbins, Robbins Metals. 

Mr. Mansrievp. And your address. 

Mr. Rossins. 1017 West. Britton. 

Mr. Mansrie.p. Will you proceed. 

Mr. Rogsins. Well, I started here in fabricating aluminum in 
1903, and corrugation is 85 percent of our volume, Our capacity is 
about a carload and a half every 24 hours. Today we are between 
eight and nine carloads of corrugation alone behind in our orders. 
We could take twice that if we could get it. 

To keep running, we have been working on house furnishings; 
that is, roofing and siding, door and window frames, doors and win- 
dows, awnings, dirty containers, anything we can get to keep our- 
selves and our force running. 

We are very much in need of aluminum. 

Mr. Mansrietp. Mr. Dalmas. 

Mr. Datmas. What have you done toward keeping your supplies 
fairly normal? 

Mr. Rossixs. How much you say? 

Mr. Damas. I say, what have you done?’ What steps have you 
taken to try to get aluminum and keep your supplies as normal as 
possible ¢ 

Mr. Ropsins. Well, we have got all of the allotment about 14 or 
15 days ago, and that lasted us about a day and a half. 

Mr. Datmas. Where do your products go? What is your mar- 
ket ¢ 

Mr. Rospins. From Alaska to Texas, from Portland to Portland. 

Mr. Datmas. Are they used for farms and for barns? 

Mr. Rossins. Through this territory our market has mostly been 
for agricultural buildings. 

Mr. Datmas. Of all types? 

Mr. Rossins. Of all types; that and tanks, grain tanks, and so 
forth. 

Mr. Daumas. Have you applied for any priority under Order 
M-55? ; 

Mr. Rogpins. Well, I think that the aluminum people would give 
me aluminum if they could. I know that same. tm would. 
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Mr. DatmMas. What is becoming of all of their aluminum? 

Mr. Rogpins. What is that? 

Mr. Datmas. What is becoming of all their aluminum ¢ 

Mr. Rossrns. The Government is taking the largest percentage 
of it. 

Mr. Datmas. What percentage ? 

Mr. Rossrns. Well, I cannot say exactly. 

Mr. Mansrierp. Could you give us an approximate idea. 

Mr. Rogsiys. I should think that they are taking today as much 
as 90 percent. 

Mr. Davmas. I was just trying to match that up with what we 
heard in Little Rock, Ark., where the Reynolds Metal have a plant, 
that directives were taking 85 percent of their supply. Do you have 
any information on the quantity of aluminum sheet that the aircraft 
companies have in their yards, beyond current production! In other 
words, what have you heard about the fact that they have more 
than 3 months’ supply or more than 6 months’ supply, or 9 months’ 
supply’ Have you heard anything about that ? 

Mr. Rosprys. No, sir. In fact 1 am unable to keep up with what 
the Government is using. As I understand it, most of it is going into 
Government work. 

Mr. Datmas. Well, the reason I asked you the question is because 
we have had witnesses before the committee that have told us that 
the aircraft companies were piling up aluminum sheet as much as 
12 months ahead of their current production, and I was just going 
to find out, since you have a big aircraft industry out here, whether 
you had heard anything of that nature. 

Mr. Rosrrns. No. 

Mr. Datmas. That would not apply to Boeing, so far as you know ? 

Mr. Ropers. No. 

Mr. Datmas. That is about the only concern of any consequence, is 
it not? 

Oh, there are some in southern California, but in this particular 
area, that is right, but the witnesses that we had at other hearings 
indicated that it was a country-wide proposition. 

I know that National Production Authority has made some inves- 
tigations, but I do not know what their findings are. 

Mr. Ritry. The set-up would not be any more encouraging under 
the CAB program, would it? 

Mr. Rosprns. There is our demonstration house, everything m that 
house is milled at our plant [exhibiting document }. 

Mr. Mansrrevp. Mr. Bartlett, could you give Mr. Cooper any in- 
formation—or rather could you give Mr. Robbins any information as 
to what possibilities there would be for him to get additional alumi- 
num because of the impact it has on American agriculture, and you 
might have to talk kind of loud. 

Mr. Bartiterr. We would be glad to do all we can to get you a 
directive, if you can prove the necessity, that is, as I understand it, 
the purpose of this is to be used in agricultural buildings primarily, 
of course on a reduced basis, the same as anyone else, and what you 
want to do is to expand your aluminum supply; isn’t that true? 

Mr. Rorsrs. Especially corrugation; aluminum for corrugation. 

Mr. Bartterr. Is that roofing! 

Mr. Rogsrns. That is 95 percent of our output. 
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Mr. Datmas. Farm buildings of all types, I think they are included 
under M-—55, are they not, also under CMP? 

Mr. Bartrrerr. We will be very glad to try to help. 

Mr. Mansrie.p. Will you meet with Mr. Robbins? 

Mr. Barriert. Yes. 

Mr. Mansrievp. Thank you, Mr. Robbins. You will meet with Mr. 
Bartlett. 

We will not call Mr.—— 

Mr. McCormick. Mr. Chairman. 

Mr. Mansrieitp. Mr. McCormick. 

Mr. McCormick. Mr. Chairman, I would like to introduce in the 
record a clarification on the question of the price of copper that was 
brought up by the North Butte Mining Co., represented by Mr. Parker 
this morning. 

No. 1, I find that Mr. Parker has been most cooperative in giving 
us the information, and I find that copper, as he sells it, is under the 
general ceiling price regulation. There is no set regulation, and the 
2414-cent price that he spoke of as being an OPS price is a price that 
most of the mining companies were frozen with, but that there are 
some mining companies frozen at a higher price. I find none at a 
31-cent price, I might point out. 

1 further find that ~ has not operated the mine for 2 years for 
copper, and therefore if he resumes operation he would have to find 
a method to price by. He would do that under the general ceiling 
price regulation, and he would price according to his closest. com- 
petitor, he would be entitled to the price his nearest competitor has 
established. 

Mr. Mansrtevp. Mr. McCormick, when you say his closest com- 
petitor, do you mean geographically, or a person operating on some- 
what the same basis in the same industry ¢ 

Mr. McCormick. The same industry on the same basis. 

Mr. Mansrievp. All right. 

Mr. McCormick. And I further find the statement that he referred 
to in the Wall Street Journal of June 11, referring to a meeting in 
Washington, of representatives of the industry, that there was such 
a meeting, and that the article was factual. It was an industry 
meeting, and at that industry meeting the sense was that there was 
no regulation needed, that the general regulations were sufficient for 
the needs of the industry, but the industry committee did recommend 
to alleviate some mines within the industry that could not operate 
under a price as low as the average price was frozen at, and that a 
subsidy program be administered to alleviate the situation and place 
them in operation. 

That involves, as you well realize, a situation that really moves out of 
the Office of Price Stabilization. 

I find that Mr. Parker was referred to, and properly so, the Defense 
Minerals Administration, and therein, sir, I believe his problem 
really lies. 

I do feel this way, and No. 1, that the Office of Price Stabilization 
cannot utilize the pricing mechanisms, or the pricing mechanisms 
cannot be utilized as an incentive, nevertheless we cannot stand and 
block production, and especially the most essential product being 
copper, so he is channeled properly to Mr. Boyd in the Defense Min- 
erals Administration, and I would suggest two things: First, that we 
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reactivate this correspondence with Mr. Boyd, and that he send our 
office copies of that ; and second, if he feels that there is a competitor 
comparable to his operation, who has.a price that he can legitimately 
accept and operate at, why, we will inform him how to go about 
establishing that price. 

The balance of his problem, I do feel, Mr. Chairman, is with Defense 
Minerals Administration. 

From our end of the problem we will be glad to take it up with them, 
when he recontacts them. 

Mr. Mansriep. Fine. 

Mr. Dalmas, I note that Mr. Parker is not here this afternoon. He 
was here earlier but will you see that a copy of this statement just 
made by Mr. McCormick, of the OPS, is sent to Mr. Parker in Butte ? 

Mr. Datmas. Yes; that will be done. 

Mr. McCormick. That will not be necessary, because we have made 
arrangements to meet with Mr. Parker at the hotel this afternoon. 

Mr. Mansrievtp. Thank you very much. 

Our next witness will be Mr. Miller. 


STATEMENT OF MARION MILLER, PARTNER, ANDERSON, MILLER 
& POSTON MANUFACTURING CO. 


Mr. Mansrie._p. Will you state your name, please. 

Mr. Miiier. My name is Marion Miller. 

Mr. Mansrrevp. Your business and your address, please. 

Mr. Mixer. Anderson, Miller & Poston Manufacturing Co., Spo- 
kane, Wash., 525 East Trent. 

Mr. Mansriecp. Proceed, Mr. Miller. 

Mr. Mixuer. Well, up to the present time we manufacture a line of 
irrigation fittings which are manufactured primarily from aluminum, 
some steel, and copper. 

Up to the present time our allocaiton on this material under the 

NPA has been quite reasonable, from the standpoint of economic op- 
erations, and our price ceiling has permitted us to operate at a reason- 
able margin of profit. 

Last winter there were definite indications that aluminum which we 
use in our production was going to be substantially curtailed, and in 
order to prepare ourselves for economic operations we were advised 
that we should try to get into some defense work. 

We were a small manufacturing plant, and we have limited facil- 
ities, so we prepared a brochure through the recommendation of the 
Spokane Chamber of Commerce, and contacted several of the Gov- 
ernment agencies and private manufacturers, large contractors of Gov- 
ernment orders, in order that if and when the time came that it was 
necessary for us to secure defense work in order to maintain our econo- 
my then we would be prepared for it, and the prime contractors would 
know what our facilities were. 

As I mentioned before, the material situation, so far as we are 
concerned, I think primarily due to the fact that we are a defense 
supporting manufacturer in agriculture, we have come through in 
better shape than we anticipated. 

However, we just this morning received our CMG allotment, and 
it indicates that in the fourth quarter we will be limited to about 64 
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percent of our average base-period production, which is very mar- 
ginal, so far as our operation is concerned. 

Mr. Mansrtetp. Mr. Miller, what percentage are you getting now / 

Mr. Mixer. In the third quarter we will be getting 92 percent 
of our base period. That is controlled by having the regulation 
under M-55. 

In the fourth quarter it was indicated that we would get 70 per- 
eent of that 92 percent. 

Mr. Mansrtexp. I see. 

Mr. Mitier. Last Thursday, Mr. Poston, my associate and I at- 
tended a clinic in Seattle, whereby small manufacturers who were 
interested in subcontracting work were in contact with the primary 
contractors, such as Boeing and the other major contractors in the 
Northwest and the Pacific-coast areas. 

We were interested in exposing our facilities to these contractors, 
and they advised us that they wanted to know what facilities were 
available, and when to contact when the defense program would be 
getting under way. 

However, they advised us in practically every case that they were 
being taken care of, or were tales care of themselves by their own 
productive facilities, or in some cases their program had not de- 
veloped to the extent that they were in a position to do any subcon- 
tracting, so we concluded that at least for the near future there was 
not much prospect in getting any subcontract work. 

Nor, if the materials situation continued as it has in about the 
last 6 months, our economy would not be in too bad a shape. We 
would be able to continue our production in a defense-supporting in- 
dustry. These irrigation fittings are used, of course, in agriculture, 
but if we are limited to the 63 percent, why, we are going to be in 
pretty tough straits. 

Mr. Mansrievp. Mr. Miller, as I interpret your testimony, then, 
you think you are in pretty good shape until the Ist of October ? 

Mr. Mriuer. Yes. That is right. 

Mr. Mansriecp. And it is the fourth-quarter allocation that has 
you worried at the present time ? 

Mr. Mruizer. That is correct. 

Mr. Mansrrievp. Well, Mr. Dalmas, don’t you believe this is a 
somewhat similar problem to that which was advanced by Mr. Rob- 
bins, I beheve, and I would suggest that you meet right now with 
Mr. Bartlett and his associates and see what can be done, and if you 
and Mr. Poston will do that we will appreciate it. 

Mr. Mitier. Fine. 

There is one more thing that has put a bind on our operation, and 
I understand, reading in the newspapers, that part of the problem 
has been relieved, and that is that it has been necessary by some of 
our suppliers to furnish secondary aluminum which has been running 
32 to 35 cents a pound for production in items that we might be com- 
peting with, and they are purchasing it at 20.7 cents a pound and 
we have had to absorb that because of the competitive nature of our 
business. 

We understand that there has been a roll-back in scrap that just 
got under the wire, and that will be reflected in the price of secondary 
material and, of course, if that develops, if that situation develops, 
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why, we will be relieved of a problem there on having to be under 
the bind on this higher-price secondary material. 

Mr. Mansrie.p. | read something about that. Mr. Dalmas, do you 
know anything about that ¢ 

Mr. Datmas. I understand that secondary or scrap aluminum was 
rolled back, because secondary aluminum was selling at about twice 
what new aluminum was selling for. 

Mr. Mitier. That is right. 

Mr. Damas. In that connection, are you able to buy any materials 
on the spot market, the open market, other than what you get under 
your DO-S7 ¢ 

Mr. Muuer. We would not, because we have in the past, but we 
would not in the future, because I do not believe that CMP permits 
that under our program. 

Mr. Riney. If you have an allocation, you cannot participate in the 
free market. 

Mr. Mitxier. That is right. 

Mr. Damas. So, as a matter of fact, under those conditions the 
CMP would not be helping you a great deal, would it ¢ 

Mr. Minter. Of course, primarily the CMP is designed to properly 
distribute the aluminum in the industry. 

Mr. Datmas. Except that there is a certain amount of free material. 

Mr. Miter. That is right, and it depends on how much free ma- 
terial there is, which will influance, possibly how much material is 
given to our industry. 

I know that there is a certain amount established for our total, or 
rather, a total amount established for our industry out of which we 
are supposed to get our share of the pie. 

Mr. Datmas. What has the general price situation been on the spot 
market? Have you had any offers of materials that you could use 
at from 15 to 75 or 100 percent over the going price / 

Mr. Micier. Only in the way of secondary, of this secondary alu- 
minum, which is purchased by the foundry. 

We job our casting work out, so they are the ones who have to pay 
this premium. 

Other than that, why, we have been paying, I think, legitimate prices 
for our materials. 

Mr. Darmas. On this irrigation equipment that you make, what 
is the demand situation there ? 

Mr. Miruer. I would say that the demand in proportion to the 
supply is about 50 percent west of the Rockies and about 100 percent 
east of the Rockies. 

In other words, the increased demand has gone faster than the in- 
creased supply in this part of the country. In the eastern part of 
the country most of the customers or distributors are able to purchase 
in accordance with their demands. 

Mr. Datmas. I don’t believe I quite understood that. What I was 
thinking of was, as the irrigation goes forward, and as you try to 
keep up your irrigation, the fact that you are only manufacturing, 
we will say, 60 percent of your normal equipment for that type of 
work, is that hurting the continuance or the keeping up and the re- 
pairing of the irrigation systems and the putting in of new systems? 

Mr. Mixer. Well, it is limiting the putting in of new systems. For 
instance, this year we probably have sold about 100 percent of our 
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base period. As I say, west of the Rockies we could have sold 150 
percent of our base period, and east of the Rockies probably about 100 
percent. We manufacture and distribute throughout the United 
States. 

Mr. Datmas. In other words, the fact that you cannot get materials 
is retarding agriculture that would otherwise go on under the irriga- 
tion systems; Is that right? 

Mr. Mutter. That is right. 

Mr. Ruiter. Mr. Miller is worrying about that fourth-quarter allot- 
ment. The figure has not been set yet. He may be a to apply 
again for the fourth quarter, you see. 

Mr. Mansrtevp. That’s fine. But Mr. Miller and Mr. Poston should 
meet with Mr. Bartlett and his associates so that they can discuss 
this matter in detail. 

Now, this brings the meeting of the Small Business Committee in 
Spokane to an end, but before we close I want to express the thanks 
of the committee to the Congressman from this district, the Honorable 
Walt Horan, and to Mr. Owen and other members and officers of the 
Spokane Chamber of Commerce for their initiative in bringing this 
meeting to this city. 

I also want to express the appreciation of the committee to the Gov- 
ernment officials who have been here all day and who have been so 
helpful in trying to solve some of the problems which confront the 
small-business men in this vicinity. 

The meetings is now adjourned. 

(Whereupon, at 3:30 p. m., the meeting was closed to be reopened 
in Seattle, Wash., on Tuesday, July 3, 1951.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


TUESDAY, JULY 3, 1951 


House or REPRESENTATIVES 
Suscommitree No. 1 or THE SELECT COMMITTEE ON 
SMALL BussInEss, 
Seattle, Wash. 

The subcommittee met, pursuant to call, at 10 a. m., at the Chamber 
of Commerce Building, Seattle, Wash., Hon. Mike Mansfield, of Mon- 
tana, presiding. 

Present: Representatives Mansfield, and Henry M. Jackson of 
Washington. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; and Jeremiah T. Riley, of the committee staff. 

Present representing Federal agencies: Leo H. McCormick, as- 
sistant to the Director, Office of Price Stabilization; Maj. Margaret 
Wharton and Richard Lennihan, Chief, Office of Small Business, 
Munitions Board, Department of Defense; John S. Bartlett, field 
representative, National Production Authority; Walter J. O'Donnell, 
manager, Office of Small Business, Reconstruction Finance Corpora- 
tion; Olaf Tackle, assistant for procurement, Office of Production 
and Procurement, Defense Production Administration ; 8. M. Shelton, 
regional director, region No. 2, Bureau of Mines, Defense Minerals 
Administration; and Orrin C. Bradeen, regional director, General 
Services Administration. 

Mr. Mansrrecp. The meeting of the House Committee on Small 
Business will come to order. I would suggest that those of you who 
are in the back of the room should come forward to the front so that 
we can all participate in this hearing. 

The purpose of this meeting is to meet with the businessmen of 
Seattle pol vicinity to discuss with them their problems, and to try 
to assist them in finding solutions either on the spot or, if that is 
impossible, as soon as possible after we leave Seattle. 

This committee is not here to award contracts. It is here to find 
out what the troubles of the businessmen in this vicinity are. 

We want you to tell us what is on your mind, and we want to assure 
you that we will do our best to be of all possible assistance to you, be- 
cause this committee feels that the small-business man is the back- 
bone of this country. I want to say, also, that we have with us certain 
members of the Government who are here to serve you. There will be 
no speeches made by any of the Government representatives. We will 
leave that to the businessmen who have complaints to make. 

I should like to say, also, that this committee is indebted to the 
Seattle Chamber of Commerce for arranging this meeting and to 
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assure you that we are here on the basis of that request, and also the 
request of my colleague and friend, Congressman Jackson of Everett, 
and Congressman Mitchell, of this particular part of the State. 

Congressman Jackson, who has served longer on the Small Business 
Committee than I have, although he is not now a member, having been 
promoted to membership on the Joint Committee on Atomic Energy, 
will serve with the committee today. 

I would like to say also that coming from the Northwest, and as 
long as Mr. Jackson is here with me, that both of us have been ex- 
tremely interested in the development of our power resources, so that 
we could bring in new industries and give greater security to our 
people and furnish more in the way of opportunities to our children. 

As you all know, the Pacific Northwest, which includes my State of 
Montana, or at least the western part of it, which T represent, has 
approximately 40 percent of the potential hydropower in the entire 
United States, and everyone of us in this auditorium today is fully 
aware of the importance of electricity in the development of industry 
and in the bringing of prosperity. 

However, you should also be aware of the fact that we are interested 
in small business as well as big busiiess, and we would like to see more 
independents, more little fellows coming in, so that monopolies can 
be broken down, and that the spirit of competition and free enterprise 
be engendered the more, and that there be a greater development of 
our resources taking place. 

I should like, at this time, to call on Congressman Jackson for any 
remarks which he cares to make. 

Mr. Jackson. Thank you, Congressman Mansfield. 

First, I want to express my appreciation to the effort that vou have 
made to come all the way out here and make possible this hearing. 

I want to thank, too, the Seattle Chamber of Commerce for making 
the arrangements for the meeting today. I want to coneur in what 
Congressman Mansfield has said about the power situation in the 
Pacific Northwest, and about the importance of getting new private 
enterprise into the area. I think that is a subject that should be 
touched upon in this meeting, because one of the real problems we 
face in the Facifie Northwest is the question of making available 
ample power to new business and to existing businesses in the area. 

I want to say that it has been my good fortune and privilege indeed 
to work with Congressman Mansfield as a member of the Committee 
on Appropriations in bringing in new power projects in this area 

A lot of people would probably not understand the importance of 
Hungry Horse Dam to this community. I understand it because 
Hungry Horse is over in the northwestern section of Montana and 
my good friend, Mike, really worked the “Horse” over, and it is a 

“pretty fat horse” now, and it is going to really come into power next 
year, next September, when the first generator will start operation at 
the Hungry Horse Dam. 

Mr. Mansrtevp. Will the gentleman from Washington yield for a 
moment ¢ 

Mr. Jackson. Certainly. 

Mr. Mansrievp. I think the audience should know that while we 
get, 300,000 kilowatts of power in Montana from Hungry Horse, that 
the State of Washington, due to your efforts, gets 600,000 additional 
kilowatts power because of the Hungry Horse Dam. 
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Mr. Jackson. That is an indication of what we can do in this area 
because the water that is stored behind the Hungry Horse Dam can 
be released at the proper time which gives more water at Coulee which, 
in turn, gives more kilowatts to the : area, and we pay Montana back 
during our surplus period by sending the power over a new trans- 
mission line which is being constructed. 

I want to call to the attention of the businessmen here this morning 
a situation that is indeed serious. As a result of committee action 
last month three dams have been cut out of the appropriation bill—the 
Dalles, Ice Harbor, and Albeni Falls in Idaho. I think that every- 
one in this Northwest community of ours should bear in mind that 
if we are going to have new business and new enterprise in the area, 
that we have to get new power each year. 

This action in cutting out the dams is not necessarily due to the 
fault of the Congress. I think the fault is right here in the region. 

The effect of the meeting or hearing that was held showed that 
the Pacifie Northwest was divided on the subject of whether we should 
have these dams. 

One group came back to Washington saying that we did not need 
them, and that if we got them it would destroy the fish runs. 

The other group said that we needed the dams and that they should 
have them right away. 

The result was that the committee cut them all out because the 
Appropriations Committee decided that they were not going to act 
as an arbitrator or as an agency to settle disputes in the Pacific North- 
west that should be settled in this area. Now, I do want the business 
people to bear in mind that unless we build these dams on se ei 0 we 
are not going to have power for our expanding industries, or for new 
industries in this area, we will face—and there is even a serious possi- 
bility that we may even face a brown-out this fall. 

I have almost come to the conclusion, being reasonably close to this 
picture because of my service on the Appropriations Committee, that 
this may happen. We handle the funds for the power projects and 
I have come to the conclusion that the only way the people are going 
to understand this problem is to face a brown-out, an actual cutting- 
off of power, and there is a serious possibility that if we have low 
water—and we are starting out with a pretty dry season—that we 
may be up against a power shortage this fall. 

Now, unless the people in the Pacific Northwest can get together and 
agree on a schedule of dam construction we will, in effect, be placing a 
ceiling on our industrial development. Unless we get a new dam in 
every year or two we are not going to have new enterprise and new 
industry. 

I brought this matter up at this meeting, because I think it is im- 
portant to every businessman in the Pacific Northwest to know the 
facts and to appreciate what we are up ngninet, so that if, in your 
community they come down and say, “Well, we are going to be cut 
back on power,” you will know why and the reason is because of our 
difficulty right here in the region. I do hope that the business people 
inthis area and throughout the Pacific Northwest will get together and 
try to work out, in their own business community, some agreement 
among our own people, so that we can, when we go back to Washing- 
ton, have unanimity of approach in our testimony before the congres- 
sional committees. 
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There is one other matter in that same connection, and that is that 
we are trying to build here in the Pacific Northwest—and that includes 
Montana, Idaho, Oregon, and Washington, the great light-metals 
area. We are producing over half of the aluminum produced in the 
entire United States in this area. 

Now, we are interested in getting new competitive business enter- 
prise in the light-metals field in the Pacific Northwest. I think in 
time that light metals will become truly a basic industry in this area, 
much the same as timber has been a basic industry in western Wash- 
ington and Oregon and Idaho and western Montana, but with the 
assurance that we will have an effective supply of power, which will 
make it possible for the business people who are engaged in the alu- 
minum business to compete effectively with other sections of country. 

We are having quite a problem right now in getting new independ- 
ent competitive business in the field of light metals. I believe it is 
important from the standpoint of the maintenance of our competitive 
enterprise system in keeping prices down and making it possible for 
independent fabricators to stay in business, and new ones to come in, 
and that we should get new independent companies in the field of 
aluminum. 

That is one of the things that Congressman Mansfield and myself 
have been working on for some time. 

Just one other thing, Mr. Chairman, before we proceed: Senator 
Magnuson would have liked to have been here today, but the Senate 
is about 2 months behind the House of Representatives, so he could 
not be here. Congressman Mitchell had planned to be here but his 
membership on the House Rules Committee prevented his coming 
and he may be here on Thursday, and he eamted me to, as did Senator 
Magnuson, convey their regrets in not being able to be present this 
morning. 

That is all I have to say, Mr. Chairman. 

Mr. Mansrietp. Thank you, Mr. Jackson. 

I want to say for the record that this committee is indeed happy 
to have Congressman Jackson with us this morning because of his 
many years of service on the Small Business Committee. 

By the way, when Mr. Jackson was promoted to the Joint Com- 
mittee on Atomic Energy, I was selected to take his place on this 
committee. 

Those of us from the Rocky Mountain States on the Pacific coast, 
at least those of us who are Democrats, look to Henry Jackson for 
advice and counsel, because while he was comparatively young in 
years, compared with the rest of us, nevertheless he is now serving 
his sixth term and he has made a record in the Congress which the 
State of Washington can well be proud of. 

Of course, we anticipate that Henry is going far, and we know 
that when he does that he will be a statesman in the true sense of 
the word, just as he has been throughout his six terms in the House 
of Representatives. 

I would like at this time to introduce some of the members of the 
committee’s professional staff and representatives of the defense 
agencies. 

Mr. Victor P. Dalmas, executive director of the Select Committee 
on Small Business. Mr. Jeremiah T. Riley, of the committee staff. 
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Maj. Margaret Wharton, Office of Small Business, Munitions 
Board, Department of Defense and Richard Lennihan, Chief, Office 
of Small Business, Munitions Board, Department of Defense. 

Mr. Leo H. McCormick, assistant to the Director of the Office of 
Price Stabilization. 

Mr. Walter J. O'Donnell, Director, Office of Small Business, Re- 
construction Finance Corporation. 

Mr. John S. Bartlett, Office of Small Business, National Produc- 
tion Authority. 

Mr. Olaf Tackle, assistant for procurement, Office of Production 
and Procurement, Defense Production Administration. 

Mr. S. M. Shelton, regional director, region 2, Bureau of Mines, 
Defense Minerals Administration. Is Mr. Shelton here? 

Mr. Burner. My name is Daniel Butner. Mr. Shelton will be here 
shortly. 

Mr. MansrFievp. ‘Thank you. 

Mr. W. B. Ihlanfeldt, deputy regional director, Federal Supply 
Service. 

Mr. Orrin C. Bradeen, regional director of the General Services 
Administration. 

The first witness before the committee this morning, will be Mr. 


Robert W. Long. 


STATEMENT OF ROBERT W. LONG, BELLINGHAM SHIPYARDS CO., 
BELLINGHAM, WASH. 


Mr. Mansrievtp. Will you please take a chair there and give the 
reporter your name, your business, and your address. 

Mr. Lone. Robert W. Long, Bellingham Shipyard Co., Belling- 
ham, Wash. 

Mr. Mansrtevp. Proceed in your own way, Mr. Long. 

Mr. Lone. Our omnes just consummated a contract for two 
mine sweepers for the Navy Department last Friday. That was a 
very diflicult piece of business to close. 

Mr. Jackson. As | understand it, Mr. Long—I did not mean to 
interrupt you—but your firm, along with sever ral others in the area, 
have submitted bids on mine sweepers, is that correct 

Mr. Lone. That is right. 

Mr. Jackson. And you were.among the low bidders? 

Mr. Lone. Yes. 

Mr. Jackson. And that one of the problems that the boat builders 
were up against was the filing of a performance bond. 

Mr. Lone. Yes. That was later made mandatory, a month after 
they put on the original plans and specifications and called for cost 
estimates. 

Those were made mandatory later, and they presented the biggest 
problem in the placing of the business. 

It not only demonstrated itself to be the problem of the shipyards 
to get the necessary funds for these performance bonds, but it resolved 
itself into the principal problem for the Bureau of Ships, because 
they found that all the er) a so qualified with facilities, that had 
demonstrated by past performance in World War II, could not get 
these bonds to build these ships which had already been appropriated 
for construction some 5 months earlier. 
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In round figures there are $314 million in two of these big ships. 
They represent the largest wooden vessels built at these times by the 
Navy and it takes a facility that is impossible to keep operating in 
quiet times, ordinary times on commercial work at a profit, unless it 
goes into something other than shipbuilding. 

But apparently the Bureau of Ships made no recognition of this 
fact, and without fail every shipyard had to go beyond its ordinary 
financial holdings to get surety and a cushion for this work. It takes 
about 10 percent or about $350,000 to handle this work. 

Now, the great inconsistency, as I see it, comes from this bonding 
requirement which came in subsequently and showed up here when 
the Navy, in the plans and specifications to make payments easier, 
authorized payments upon certified invoices for amounts as small as 
$5,000, yet the ultimate placing and qualifications for this work rested 
with the surety company, whose requirements were around a 10-percent 
amount, or a working capital of around $350,000 for the business. 

Why would the shipyards worry about $5,000 in invoicing the Navy ‘ 
So you can see how ridiculous the original requirements were, and the 
original requirements were overruled, and the final placing of the 
business actually rested with the surety company, and not the ship- 
builders who were going to build these ships. 

Mr. Jackson. As I understand it, most of the difficulty in connection 
with the performance bonds by the various yards in this area have 
been worked out ¢ 

Mr. Lone. Most of the yards managed to obtain them after some 
considerable difficulty. In most cases a further extension of time was 
given. 

Mr. Jackson. Wouldn’t it be well to mention that prior to the last 
war and at the beginning of that war we did not have — ient ship- 
yard facilities in order to meet the demands of the Navy and the 
Army, so that the Navy and Army went out and simply allotted the 
work wherever they could find a facility / 

This time they called for competitive bids. You have a situation 
where you have more shipyards, small boatbuilding facilities, than 
you have orders. So you enter into a competitive situation where 
the awards are made on a straight competitive basis and, generally 
speaking, it has been Government practice to require a performance 
bond where you have competitive bids to guarantee the completion of 
the work in accordance with the contracted price. 

I believe that this is a new experience for many of the small boat- 
builders, and it has created quite a ages isn’t that true? 

Mr. Lone. That is true. None of the Navy work from the large 
destroyers built at Todd’s down to the smaller wooden vessels in this 
area, or in the country during World War II, were bonded. They 
held that requirement initially for a few months in 1941, and then they 
dropped it, because they could not get shipyards to qualify. 

[ believe that is about all I have. 

Major Wuarron. Mr. Chairman, I have a question that I would 
like to ask the witness. 

Mr. Mansrtetp. Major Wharton. 

Major Wnarron. Is this the first time you have ever been required 
to post a bond ? 

Mr. Lone. For Government construction; yes. 
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Major Wuarroy. Is this the first big order to come into this part 
of the country since World War IT? 

Mr. Lone. For Government new construction; yes. 

Major Wuarron. As I understand it, performance bonds have been 
required in almost every case since the war ended. 

Mr. Lone. That would be another type of construction. There has 
been no shipbuilding activity here. 

Mr. Jackson. There has been virtually no defense work whatsoever. 

Major Wuarrton. This is the first big order of any kind? 

Mr. Lona. Yes. 

Major Wuarron. Is your complaint that the shipyards, in order 
to conform to the terms of these contracts, cannot post performance 
bonds? 

Mr. Lone. That is my complaint. My complaint is the consistency 
of the requirements in an effort to make it easier, as they demon- 
strated it by their sample contract, with small payments on the 
presentation of $5,000 and upward on invoices, but by the bonding 
requirements it raised the ultimate requirements of the shipyard about 
five times. 

And I might also mention that it is more of a military secret, but 
there are a good many new things that have never been done tech- 
nically, that have not been accomplished in this new type of vessel, 
making it a very intangible thing and a great risk for anyone who 
puts up the surety, and the shipyard has to put up the cushion. 

Major Wuarron. This performance bond was not required until 
after you had already entered into the contract, is that correct 

Mr. Lone. It was not required until the time of final negotiations. 
It was mentioned as a possibility in the initial negotiations. The 
final negotiations made it mandatory. 

Major Wuarron. Have you a written statement of your complaint 
against the Navy, Mr. Long? 

Mr. Lona. I have not. I did not have this meeting until very late. 

Major Wuarron. Well, | will get a copy of the minutes, and we will 
answer you from the Department of Defense, whom I represent. and 
I will talk with the Navy official and attempt to determine an answer 
to your problem. 

Mr. Lona. I think there may be other builders in this area who were 
not able to get under the wire on the deadline of last Friday that could 
enlarge on this. 

Mr. Mansrieip. Mr. Long, would you mind furnishing this com- 
mittee with a bill of particulars along the order of Major Wharton’s 
request / 

Mr. Lone. I would be glad to do so, Congressman. 

Mr. Mansrievp. Yes. What is your relationship with the proper 
Navy officials with whom you establish contact in regard to these con- 
tracts ¢ 

Mr. Lone. Well, as manager of the Bellingham Shipyard, I don’t 
quite understand. There is no local naval official. These contracts are 
negotiated with the Bureau of Ships out of Washington. 

Mr. Mansrtevp. But don’t they have a naval procurement officer of 
some sort here to whom you can go and explain your problems, and 
through whom you can get the necessary information concerning the 
possibilities for new jobs? 

86267—51—pt. 3 ——35 
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Major Wuarton. Was this handled directly 

Mr. Lona. This was handled directly under the Bureau of Ships 
for this work at yards qualified, and these arrangements were made by 
the Thirteenth Naval District. 

Major Wuartron. They would not necessarily have a representative 
here, Congressman. The Bureau of Ships would handle that directly. 

Mr. Jackson. It is all handled in Washington, I think, Mr. Chair- 
man, and I think that the Navy is working on this matter now, and 
they are up against a difficult situation. I mean, I think Mr. Long will 
agree with me on this. In other words, when you are engaged in com- 
petitive bidding the Government has to make sure that the person who 
is the successful bidder will complete the work. I think they are in 
kind of a dilemma on this thing, too. 

Major Wuarrton. That is right. 

Mr. Jackson. This has been a new experience because, heretofore, 
the work was simply let out on an allocation basis, because of the short- 
age of facilities. Now, you have a highly competitive situation, and 
like in most Government contracts they require the posting of a per- 
formance bond, and all of these yards came in at once, all looking to 
the bonding company for bonds, and it created quite a problem, and | 
guess sort of an avalanche of business for the bonding companies, but 
it was a new experience, and it caused considerable del: ay. I think it 
is being worked out now; isn’t that a fair statement, Mr. Long? 

Mr. Lone. I believe it has worked out 80 percent. 

Mr. Mansrieitp. Mr. Long, as of now you are satisfied / 

Mr. Lona. We are satisfied after the experience of last week in 
getting a contract for two vessels. However, the requirements of the 
bonding company tie you up so much that in our case our facilities are 
not full. We have other shipways, and we would like to look for other 
business, but they have us tied up financially to the extent that we 
cannot go all the way in filling up our shipways. We may have others 
later. 

Mr. Mansrtetp. I see. Mr. Dalmas, do you have any questions? 

Mr. Datmas. No questions. 

Mr. Mansriexp. Mr. Riley! 

Mr. Ritey. Yes,sir, Mr. Chairman. The committee has been trying 
to effect a revision of the standards in the defense establishments on 
these performance-bond requirements, because it has come to our 
attention in a number of hearings that the percentage requirements are 
too high, and it ties up too much operating capital, if they are trying 
to get the maximum eae of production. out of small busines, why, 
they ought to permit them to utilize the maximum amount of work- 
ing capital available, and so far we have not been too successful, but 
we are continuing to work on it, to perfect a change in procurement 
regulations. 

Mr. Lone. Well, the bonding companies look at it this way: That 
the liability, the risk, is in the final phase of the job, so if there is only 
a 20-percent performance bond required, why, their liability rests in 
the final 20 percent of completion anyway, from 80 percent to the 10) 
percent completed vessel, so they look for the same requirements and 
the cost of the bond is for the full contract price. 

Mr. Rivey. That is right. 

Mr. Mansrtevp. Thank you very much, Mr. Long. 
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I would now like to introduce some additional Government officials 
who are here. 

Mr. Henry Owens, Regional Director of the Office of Price Stabili- 
zation, and his deputy, Mr. John Salter. 

Also Mr. Saarie of the Reconstruction Finance C ‘orporation district 
office. 

Col. John P. Buehler, of the Army engineers. 

Our next witness will be Mr. L. Kenneth Schoenfeld. Will you take 
a chair please, Mr. Schoenfeld. 


STATEMENT OF L. KENNETH SCHOENFELD, ASSOCIATED WITH 
CRAFTMASTER, INC.; ALSO REPRESENTING NORTHWEST FURNI- 
TURE MANUFACTURERS ASSOCIATION 


Mr. Mansrtevp. Will you give the reporter your name, your busi- 
ness, and your address, please. 

Mr. Scuoenretp. My name is L. Kenneth Schoenfeld, and I am 
associated with Craftmaster, Inc., here in Seattle, and am also repre- 
senting the Northwest Furniture Manufacturers Association. Now, 
how do you want me to proceed ¢ 

Mr. Mansrieip. Proceed in your own way, Mr. Schoenfeld, and 
if you can confine your remarks to approximately 10 minutes we 
would appreciate it. 

Mr. Scuoenrexp. It will be less than that. 

Mr. Mansrievp. That will give us an opportunity to ask questions 
after that. 

Mr. Scuoenrep. I hope that it will be much less than that. 

We are confronted with labor rate differentials in this area. I 
would like to refer to one specific instance of a contract in which 
the entire Northwest is interested. By telegram just this morn- 
ing we find that there is no chance of having this contract changed 
in any way, or that any work can be allocated to this area. 

Mr. Mansrievp. The committee will be very interested in hearing 
from you on this matter. 

Mr. Scuoenrevp. We, in our particular case, bid on a contract 
that would be delivered in the city of Seattle. This contract was 
No. 8897 

Mr. Mansrrecp. Mr. Schoenfeld, what kind of a contract is this 
which you are talking about. 

Mr. Scnoenreid. This happens to be a mattress contract, and it 
happens to be a typical situation of wood contract and other mat- 
tress contracts that all Northwest furniture manufacturers are 
interested in. 

I have discussed this matter with them, and they have asked me 
to speak for them, using this as a typical example of what we are 
up against. 

Mr. Mansrretp. Before you proceed, through what agency did you 
operate ¢ 

Mr. Scuoenretp. The Navy. This happens to be a naval contract, 
which we understand is the same as an Army contract, or any other 
contract, where the base price is the price awarded. 

Mr. Mansrievp. That is correct. 

Mr. Scuoenre.p. On which the contract is awarded. 

Mr. MaAnsrrieLp. Yes. 
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Mr. Scrornreip. Now, the labor rates in this area, as compared to 
labor rates in the deep South, I don’t have to explain to you what the 
differential is. On the basis of labor differentials in this area it is 
almost absurd for the Government to issue specifications to this area 
asking us to bid on Government work. 

The freight rate on raw materials is very small, as our cotton comes 
up here from California, so Texas manufacturers, Louisiana and 
Alabama manufacturers have their cotton down there, and the addi- 
tional cost is not over 2 percent. 

The other materials coming into this area for the manufacture of 
these mattresses does not amount to more than 3 percent, but when you 
get a labor differential of from 15 to 24 percent, there certainly does 
not seem to be any rhyme nor reason for this area here to even compete. 

It just seems somewhat too bad that our living conditions out here 
are on a little higher plane, where our class of labor is a taxpaying 
class of labor, and where we do have people who are interested in 
living the way everybody lives, and in comparison to that, in the 
factories we are competing with here, every item is paid for in cash 
as the item is made. 

They have paying tellers walking around the benches with cash in 
their pockets, and in their belts, and they pay off as an item is finished. 

We understand that the deduction for tax purposes is made at this 
time but the Government itself has found that practically only a very 
small percent, 2 or 3 percent of the total amount of wages paid to 
that low class of labor there is ever received for tax purposes. 

We just would like to ask that as in the second war, a differential 
in labor be made on contracts according to each section of the country, 
according to the labor rates and practices and living conditions, that 
a special differential should be set up for the contract. 

In other words, where there were minimum rates before, and they 
were allocated or divided up into districts according to the cost of 
living, and all other things combined, that we have the same differen- 
tial at this time. 

For instance, if you had a minimum wage in the South of 75 cents 
an hour, we would like to have that adjusted so that our rate up in 
this area, which probably should be $1.35 cents an hour, and that con- 
tracts be based upon that particular type of labor differentials. 

Mr. Mansrieitp. Mr. Schoenfeld, I am sure that you will find that 
this committee is very sympathetic with the situation which you have 
just described so briefly and so graphically, and it is a situation that 
all of us in the Northwest are fully aware of. We do not want to be 
penalized because we have established a fairly high standard of living 
in comparison with the deep South and other parts of the country, and 
it appears to me that on the basis of what you have said that some 
of these contracts are awarded to these low-cost areas, these low-wage 
areas, for material which very likely will be used out here, or perhaps 
even shipped from out here to different parts of the world; is that 
correct ? 

Mr. Scuorenrevp. That is correct. 

Mr. Jackson. In this particular case, Mr. Chairman, I happen to 
be familiar with the facts. It involved the awarding of so many mat 
tresses to be delivered, I think, at Bremerton, and at installations in 
this immediate area, but because of the very substantial differential 
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in wages and pay scales, the people in the South could produce the 
yroduct for much less than it could be produced here, including the 
freight all the way up from the deep South to the Pacific Northwest. 

It was handled on a competitive basis. Under existing law, as I 
understand it, existing directives based on present law, the Navy can 
only let the work on a competitive-bidding basis. If there were 
circumstances that would permit and demand immediate delivery 
of the products, or you could not call for bids, then they could nego- 
tiate a contract. 

As a matter of fact, some contracts have been negotiated with Craft- 
master and other companies in the Pacific Northwest, but they have 
no authority, as I understand the interpretation, and I believe I sent 
you a letter accordingly on Saturday, did I not ¢ 

Mr. Scuorenretp. That is correct. 

Mr. Jackson. They have no authority, once a call has been made for 
bids, they have no authority to make the award other than on a 
competitive-bidding basis. 

Mr. Mansrtevp. Excuse me, please. 

Mr. Jackson. It was an advertised bid. 

Major Wuarron. That is correct. And the law does not allow the 
Navy or any other military purchasing agency to choose any except 
the low bidder, unless the low bidder cannot perform the contract. 

Mr. Scnoenrep. Yes. 

Mr. Jackson. I am very sympathetic with Mr. Schoenfeld’s prob- 
lem, Mr. Chairman, and I think that some consideration is going to 
have to be given to allowing for a differential in wage rates in the 
awarding of contracts. Certainly when we get into situations that 
are truly uneconomic, where your transportation goes all the way 
across the country, and they are using vital transportation which could 
be avoided in this case if the award could be made in this area, as 
the result of competition within a given wage area. 

I think that is what you had in mind, is it not, 

Mr. Scuoenrevp. That is correct. We understand the difficulties 
in allocating large bids, and we understand that the lowest bidder 
must receive the bid. Of course, the ideal situation would be in a 
contract like this, where 6,840 mattresses are delivered in the city 
of Seattle and manufactured in Taylor, Tex., we could have delivered 
them as the Navy wanted them, or any factory in the area could have 
delivered them as the Navy wanted them, probably 300 to 500 at a 
time, and that would eliminate the extra work for the Navy Depart- 
ment in handling, and the use of extra storage facilities, and it would 
leave that space free that the Navy needs so badly for other items of 
procurement. 

i can understand how difficult it would be for the Navy to differ- 
entiate between localities and set up packing specifications and so 
forth, in order to do this. On the other hand, we feel up here that 
there should be some consideration given to our labor differential. 
We do not feel as though the Government should go.out “and spend 
any more money than they have to, but we also feel, as in the last 
war, that instead of going on the basis of the lowest bid getting 
the contract, it was put on a more equitable basis where delivery 
was being given consideration, and where the same group of factories 
in the deep South were underbidding all other factories in the United 
States, and the Navy and Army and other procurement divisions also 
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saw by giving them all this business that they were not going to be 
able to get the merchandise on time. Under your present existing 
laws there is just nothing, there is no place for any flexibility for 
delivery, and where we are in such a bracket here, there is only one 
answer to it. You have your choice. Either we in this area must 
reduce our labor rates, whiel I understand and you understand is 
impossible, and which we should not have to do; and the other thing 
is that someone in allocating these matters should either feel that 
the merchandise should be diverted into other sections of the country, 
or that we stay just exactly as it is here. 

This particular factory, Craftmaster, was the lowest bidder in the 
whole United States on this particular contract, with the exception of a 
factory in Taylor, Tex., in Georgia, and Louisiana. Out here in 
Seattle we have a factory that underbid factories from New York, 
from Baltimore, from Chicago, from Los Angeles, and from other 
parts of Texas, even in the northern area of Texas. We were so far 
below anybody that the other manufacturers felt that we had mis- 
quoted. I mean, it is very unsual that a factory in the West ever bids 
below a factory in the East, yet at the lowest point that has ever been 
bid on any of this merchandise we are still approximately 18 percent 
high on labor alone, regardless of any transportation. 

This area employs approximately 3,500 people in this industry. 
We feel as though if there is a possible chance of giving consideration 
that it should be given to us. We do not arbitrarily stand up and say 
that we must have consideration. But we do feel that if there is a 
possibility of giving us consideration, that we would like to have due 
consideration given, and that we want the Government to economize 
in every possible way and not spend the public’s money foolishly. 

Mr. Mansrieip. I am sure that you will find that this committee is 
very sympathetic to your situation. 

Of course, Mr. Jackson and I, being from this particular part of the 
country, are extremely interested. We do not want to see our wage 
rates lowered, and at the same time we do not. want to see our people 
being forced to knuckle under because of unfair wage-rate advantages 
in the deep South. 

Major, could you add anything more to what Mr. Schoenfeld has 
said ? 

Major Wuarton. I would like to just again stress the fact that there 
is a law which stands, which forces a purchasing officer to accept the 
low bid. Now, if the purchasing officer does not accept that low bid 
he personally can be made to pay out of his own pocket the difference 
between the low bid and the bid he has tainted if for any reason 
he is wrong in anything, or I should say, if for any reason he is wrong 
in thinking that the low bidder cannot perform the contract. 

Now, so long as this statute is on record, the purchasing officers have 
nochoice. ‘The Department of Defense has been severely criticized by 
businessmen all over the United States for having to be pushed into 
doing a great deal of negotiated business, by the very fact that the 
Korean emergency meant that we would have to have goods, and we 
had to have them yesterday and, of course, it has put businessmen 
in a very bad spot. 

Now, if there is some way through which the Congress deems it pos- 
sible to allow for a labor differential, it certainly would be a fine thing, 
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and I am sure that the Department of Defense would not in any way 
be against it. 

Mr. Mansrrevp. No. 

Mr. Scnornre tp. We feel that while we have a lack of freight cars 
and a lack of facilities for storage, and there is some shortage of man- 
power, that all those things should be taken into consideration. 

Now, here we have a situation where 6,800, or in fact, almost 10,000, 
mattresses, where they can load probably 450 or 425 into a car, that 
those cars can be used for better purposes, and that it is still going to 
cost something for demurrage and handling and switching and so 
forth, and while you don’t have enough cars, that that alone might be 
some reason for consideration being given to delivery in the vicinity 
or manufacturing in the vicinity that these items are to be delivered to. 

Major Wuarron. The way the law is on the statute books the pur- 
chasing officer is held to follow the law of the United States. 

Mr. ScHoenre.tp. Major, we understand that. 

Major Wuarron. And that means that you are out in the cold if 
you are not the lowest bidder. 

Mr. Scuorenretp. We understand that, and we thought that this 
Small Business Committee here was here to get the views of the 
manufacturers in these local areas, and in some way to suggest changes. 
We understand that we are helpless under the existing laws, but we 
would like to have you consider our position here and make recom- 
mendations for changes in the present law, if that is possible. 

Mr. Jackson. I think that is very important for all the witnesses 
to understand that the purpose of this hearing is to get the views of 
the business people in this area, and some of the things they are up 
against, and when the committee gets the facts then they will be in 
a position to determine what changes, if any, should be made in the 
existing law. 

Then the other side of it, of course, involves the area of adminis- 
trative discretion, that is where a department has discretionary 
authority to make revisions in procurement policy, based upon a basic 
law. 

Now, I just wanted to ask one question, Mr. Chairman. One of 
the problems that we have had in the far West and the Northwest 
for a long time is the delay in receiving the invitations to bid on 
various things to be procured by the Federal Government. 

I wonder if you would care to comment on that, Mr. Schoenfeld? 
Have you encountered any unnecessary delay, I mean, any delay that 
has put you in a disadv antageous position ? 

Mr. Scnoenreitp. Yes, sir: we have had contracts all over this 
area. For example, we had a contract last month that came in to us 
3 days before the bid was to be opened in New York City. After 
tracing that we found that the letter took 6 days to get to us. This 
same thing occurs in New York and Chicago—the difference in Chi- 
cago was 1 day—and the difference in New York was the same time— 
and in order to get that back for the opening of the bids it was im- 
possible for us or any other manufacturer in this area to bid on that 
particular merchandise. 

We have found that in order for us to coordinate our bidding and 
our specifications, and the questions we must ask on every bid, in 
order to clarify some of the specifications, that we must use the tele- 
phone. We have finally set up some type of service now where we 
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know the people we are talking to. We have been phoning to New 
York approximately once every day, every week for the last several 
months, while our competitors in the East are out there on the spot, 
and the time is so short for some of these bids that it is just impossible 
to get the information. 

We had one bid that they held up for us, or held up for all the 
manufacturers in the Northwest, for a period of 1 week because they 
realized that it was impossible for us to bid upon their invitation. 
I do think it is getting better though. I really do. I think it is 
getting better. We are just at a disadvantage of being out here in 
the wide, open spaces. 

Mr. Jackson. Mr. Chairman, it has occurred to me that when- 
ever the Federal Government calls for bids on a given article that 
from the standpoint of time there ought to be a differential worked 
out so that manufacturers all over the country, in this case the Pacific 
Northwest, where we are further away from the central procurement 
agencies than any other spot, that some time allowance should be 
made in order to make it possible for the people to get their data 
together and submit a fair bid. 

Mr. Mansrievp. That is true. 

Major Wuarron. I believe in that regard, the agreement that was 
made between the Department of Defense and the Department of 
Commerce some 5 or 6 weeks ago, which should be taking effect this 
week, allows for the Department of Commerce publication, which most 
of you probably know about, the synopsis, to carry again both quantity 
and dollar value on contracts. 

Now, the time limit on that will be a minimum of 18 days on all 
advertised contracts, and negotiations will be listed as well. So that 
you businessmen who are interested in getting in on negotiations, 
either as a prime contractor or as a subcontractor to that time, will 
know that that negotiation is coming up. 

Those publications, I believe, started this week. Because of the 
very short time limit on the end of the fiscal year it was impossible to 
start publishing that information in June, but it should have started 
this week, and I urge you to get the publications, because all defense 
agencies have been instructed by the Department of Defense to carry 
both listings of advertised and negotiated procurement. 

You will also notice dollar values in there from $25,000 to $250,000, 
Above that the statement is just allowed to read that it exceeds 
SP 50.000, 

That I believe will be of great help, Mr. Jackson. I think that will 
answer a lot of the problems both on the far east and far west coast. 
They had the same problem because, as you know, these publications 
came out of Chicago so that all of the coastal areas around the entire 
United States complained of not getting the information quickly 
enough. 

Mr. Mansrievp. That is good news, Major. 

Mr. Scuoenrep. I would like to call to the attention of the business- 
men present that this is not a new problem, and that the committee 
has been aware of it for quite some time. We have been trying to 
bring about some rectification of the situation so that the people in 
the far areas should be given approximately the same positional ad- 
vantage as those living in the Chicago or adjacent areas. 
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I think also that the committee would like Mr. Dalmas to consider 
the possibility of introducing legislation to overcome this wage differ- 
ential which exists between the deep South and this particular part 
of the country, although it applies to other States as well, or other 
areas as well, because the committee feels that something should be 
done in order to give all the people an even break, and certainly that 
no part of the country should be penalized because it happens to have 
a higher standard of living, a higher wage level than other parts. 

Mr. Scnornretp. I have one other comment, after the bids have 
been awarded, we find that it is very difficult for us out here to get a 
list of those who have received the awards of these bids. Now, in 
many cases today our suppliers have to hold raw materials, or we 
have to ask them to hold them in the event we should get these con- 
tracts, and it seems as though unless we have a representative at the 
point where the bids are opened that it takes from 1 to 3 weeks to 
get the information back out here in this part of the country, as to 
who is receiving the awards on these bids. 

Now, the last time we had the award, we had to send our representa- 
tive, who has been a representative of ours since the last war and has 
continued through into the Department, and he has had to phone us 
and tell us who the people were that received the bids. So while no 
one in this area received them for a 2144-week period we happened to 
be fortunate in having our own man there. 

Mr, Mansrrevp. You spent your money, and you had to be repre- 
sented there on the spot. 

Mr. Scuoenrevp. That is right. All the other people whose repre- 
sentatives were there found out immediately who had the bids on the 
various awards. I would like to say also that our group here appre- 
ciates the fact that we can come before your committee, and that you 
can hear our problems, as it is a very unusual situation for us to be 
able to do that. 

We do not have the facilities for sending men back to attend hear- 
ings, and we hope if there is anything else we can do to straighten out 
our difficulties, that you will tell us what it is. 

Mr. Mansrtevp. Well, you should not be forced to send people any- 
where in order to get what is just simple justice. 

Major, did you have something else ? 

Major Wuarrton. I believe that last statement of mine was not 
understood. I stated that award information will be carried in the 
Department of Commerce publications. Those awards will be listed, 
unless they are classified contracts. 

Mr. Mansrievp. Well, that should answer your question. 

Mr. ScHoenrep. Yes. 

Mr. Tackie. Mr. Chairman. 

Mr. Mansrievp. Mr. Tackle. 

Mr. Tackie. The Defense Production Administration has been 
working for several months with the Department of Commerce in 
an attempt to arrange for direct subscriptions on the basis of invi- 
tations to bids and awards. As you know, they are mailed to the 
chambers of commerce, or direct to the field offices of the National 
Production Authority, and they are very helpful. I believe it has 
almost. been consummated, so that they will be sold on an individual 
basis for a small annual fee, something like 8 or 10 dollars a year, 
and they will come directly by mail to whoever subscribes to it. 
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There will be an alternate plan of subscription by air mail, under 
which plan you will pay only the added cost, which would mean that 
manufacturers in this area would have their information almost as 
quickly as they could get it in New York or Chicago. 

Mr. Scuorenrevp. Thank you very much. 

Mr. Mansrretp. Mr. Schoenfeld can probably save a little money 
in the future. Thank you very much, Mr. Schoenfeld. 

Mr. Scnoenreitp. Thank you. 

Mr. Mansrrecp. Our next witness will be Mr. R. B. Bivins. Will 
you please take that seat. 


STATEMENT OF R. B. BIVENS, REPRESENTING SEATTLE 
SHIPBUILDING & DRYDOCK CORP. 


Mr. Mansrrevp. Will you please give the reporter your name, your 
address, and your business for the record, please. 

Mr. Brvins. R. B. Bivins, Seattle Shipbuilding & Drydock Corp., 
2629 West Fifty-fourth Street, Seattle, Wash. 

Mr. MansrreLp. You may proceed, Mr. Bivins. 

Mr. Bivins. Well, my complaints are pretty much along the same 
line as those of Mr. Long. 

Several of the yards have received awards. I was called back to 
Washington in a recent agreement with the Navy, and I was contacted 
Saturday morning by the contracting officer, saying that the award 
would be made as soon as a letter or telegram could be procured from 
the bonding company. 

Before going east I had met, supposedly, the requirements of the 
bonding company through having made arrangements with the banks 
to secure the necessary capital and finances necessary for these jobs. 

Yesterday afternoon I was called by a representative of the bond- 
ing people, and he told me that one of the coinsurers was now making 
a request that the provisions we had made be increased by 50 percent, 
and that is something that my corporation cannot do. We have 
pledged the stockholders in order to secure the capital to put in to 
finance these jobs, and we prepared for the bond for the Government, 
and on some of them they do not consider negotiable and they will 
not accept them—life-insurance policies and practically everything 
that can be turned into what they term quick collateral. The other 
assets that we have, which are considerable, are not even considered by 
the bonding companies at all. 

Following along the same line as Mr. Long, the Navy has leaned 
over backwards in order to help the contractors secure these jobs by 
their provisions of the small payments that you can receive, and they 
are also protecting themselves by building up a reserve of 2 percent 
withholding from those invoices submitted until the sum of $100,000 
has been accumulated, yet the bonding companies nullify everything 
that the Navy has tried to do by their requirements. 

It means that in order to secure a bond of $400,000, that we have got 
to dig up $400,000, $200,000 to the bonding company and $200,000 to 
finance the job, and it is just a burden that a small yard like ourselves 
cannot take care of. : 

Yet, we have performed our jobs during World War IT. Our first 
contract was for $1,328,000 and the second one was for $2,560,000, and 
we had another one for $720,000, and another one with the Army for 
$550,000, on which no bonds were required. 
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This work was all delivered and delivered on time. We received 
letters of recognition for the effort that was made in the yard, and 
the accomplishments performed in the yard from all the departments. 

We would like to participate in the program we have now, and we 
have the facilities, but we cannot overcome this financial situation as 
it is just now. ; 

Mr. Mansrietp. Mr. Jackson. 

Mr. Jackson. I understand that you were given an award, were 
you not? 

Mr. Bivins. No. I have not received an award. They were ready 
to award us a contract, if they could receive a telegram from the bond- 
ing company that we were covered. 

Mr. Jackson. But you have not been able to make arrangements 
satisfactorily with the bonding company. 

Mr. Bivins. No, sir. We thought that the arrangements were made 
until yesterday afternoon. In fact, it was through the other co- 
insurers, that it was recommended that the bond be issued to us. 

Mr. Jackson. I understand the problem, Mr. Bivins, and it is a real 
one. Iam not too familiar with normal Government requirements in 
work of this kind, where you have competitive bidding, but it is my 
understanding that in awards that are made on Government contracts, 
and I believe the Army engineers have similar requirements, where 
there is competitive bidding that a performance bond must be posted. 

I think the problem, being a new one to the small shipbuilding in- 
dustry in this area, has presented some real problems to you fellows. 

I think what I said earlier probably holds true, that we now have 
more yards than we have ships to build, so that you have a highly com- 
petitive situation, and the Government is in a difficult spot, too, where 
if they make an award, and the party fails to perform, then the Gov- 
ernment has to complete the work, and may end up paying a price that 
would be comparable to some bid that some other bidder had sub- 
mitted previously. 

So the other bidder could come in and say, “If you had awarded 
it to me at my higher figure, I would have had the work.” He 
might also say, “The effect of all this is to prove my case that the 
ther yard bid too low, and I was right in the first instance.” 

Mr. Bivins. That is true. We have bid and we have furnished 
bond on several Government jobs prior to this, but nothing of this 
size. 

Mr. Jackson. Were the requirements the same ? 

Mr. Bivins. No. In some cases we had to furnish a 50 percent per- 
formance bond, and a 50 percent payment bond, which meant actually 
a 100 percent bond. 

Mr. Jackson. They are requiring 10 percent? 

Mr. Bivins. Approximately that. 

Mr. Jackson. My understanding is that the Government will not 
require a performance bond if there is an indication that the financial 
resources of the shipbuilding company are such as to insure comple- 
tion of the contract. As to the performance bond, that is used as a 
means of protecting the Government, where a given company does not 
have sufficient assets to guarantee the performance of the contract. 
That is, if you have suflicient liquid assets you would not be required 
to put up a bond, because those assets are in effect security, since they 
are a part of the corporate assets of the company, if it is incorporated, 
which will guarantee performance, and whether it is 10, 20, or 100 
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percent performance bond depends upon the financial position of the 
company. Am I correct in that? 

Mr. Bivins. That is correct, except——— 

Mr. Jackson. In your case they asked for 10 percent? 

Mr. Bivins. That is right... They wanted $200,000 per vessel in the 
way of a bond, and as Mr. Long stated, the bonding esa, py atti- 
tude is that if there are any losses that would inure it would be at the 
end of the contract. 

Mr. Jackson. So therefore it is tantamount to 100 percent ? 

Mr. Bivins. Your premium is based on the total contract. 

Mr. Jackson. Well, we hope that we can get something worked 
out for you. This is a new venture, and the Navy procurement work 
out here is new, and there are some real problems presented by it, and 
there are going to be more bids called for, I think, in the near future, 
and maybe some of these things can be worked out in the meantime. 

Mr. Daumas. Mr. Chairman. 

Mr. Mansrrevp. Mr. Dalmas. 

Mr. Datmas. The amendment to the First War Powers Act in the 
Executive order which followed, when that act was passed, makes the 
matter of requiring a bond very flexible. I really cannot quite under- 
stand why the Navy is making it quite so difficult. I think that is 
something we will Bite to check into, to see where the difficulty in 
this matter lies. 

Mr. Mansrtetp. Major Wharton, do you have anything to say / 

Major Wuarron. I believe it was the Navy’s idea that 10 percent 
was not an undue amount to ask for, but where a bonding company 
feels that 10 percent represents 100 percent, that is just upsetting all 
of the Navy’s attempts to assist small business and especially the 
smaller shipyards. 

Mr. Jackson. I think that is exactly the problem. I think the re- 
quirement upon the part of the Government as to the performance 
bond is a reasonable request. I think the real difficulty lies in the 
fact that the small boatbuilders are having some real problems with 
the bonding companies, and they set up a set of standards that are 
very onerous, and which go far beyond anything that the Navy re- 
quires. So you have a dual set of standards that places a real burden 
upon you; isn’t that the substance of your complaint ? 

Mr. Bivins. That is correct. As I said before, the bonding require- 
ments— 

Mr. Jackson. You go to a bonding company, and they set up all 
sorts of requirements that are above and beyond what the Navy would 
require in order to get the bond in order to satisfy the Government’s 
requirement for a bond. I think that is something that possibly the 
Navy can work out with the bonding companies. 

Mr, Daumas. There is one point that is not clear to me. Does the 
bonding company require you to put up collateral in the amount of 
the bond ? 

Mr. Bivins. That is what it amounts to; yes. 

Mr. Jackson. They require that they have sufficient liquid assets to 
cover the whole thing. 

Mr. Bivins. I mean, as to the amount of their liability, say they 
write the bond for $200,000 per vessel, and the vessel is a $2,000,000 
vessel, they will require capital from us to equal what they are 
bound by. ; 
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Mr. Damas. Well, you might as well put up the collateral with the 
Government and save the bonding fee; isn’t that right? 

Mr. Brvins. Yes. 

Mr. Jackson. They require roughly that 10 percent of the con- 
tracted price must be in liquid assets. That is the requirement of 
the bonding company, or rather, of the Government. 

Mr. Mansrrevp. But the bonding company determines itself what 
a liquid asset is. 

Mr. Bivins. That is right. It is only something that can be turned 
into cash within 10 days’ time. 

Mr. Daumas. Well, it certainly looks as though they have you in a 
strait-jacket. I think that we ought to look into this matter very 
carefully. 

Mr. Bivins. There is one other thing, when we were called back to 
the Navy there were certain prerequisites, and I had submitted them 
to the Navy prior to my trip to Washington, I had submitted our 
balance sheet, and on telephonic communication with them back there, 
they asked me to secure a letter from a bank showing that suflicient 
capital would be provided to carry this contract through, and the 
Navy itself set the amount necessary, which I acceded to by taking 
the letter back to them. 

Mr. Mansrievp. Then as I understand it, it is not the Navy that is 
at fault, but it is the idea of the bonding company asking for so much 
and being so particular as to what should be considered as a liquid 
asset. 

Mr. Bivins. Yes; the bonding companies have nullified all the good 
acts of the Navy. 

Mr. Mansrievp. Thank you very much, Mr. Bivins. 

Mr. Dalmas, will you see to it that the committee goes into this par- 
ticular matter very carefully ? 

Mr. Datmas. We will go into it very carefully, sir, I can assure you. 

Mr. Lone. I might point out, as of the Navy’s closing time, this 
problem of the shipyards has been so acute, they have several ships 
over there that they have not been able to place out, because of this 
bonding requirement. 

Mr. Mansrre.p. I see. Thank you, Mr. Long. 

Mr. Lone. You are welcome. 

Mr. Mansrtevp. I understand that Mr. A. H. Campbell, Chief of the 
Office of Small Business, Seattle regional office, NPA, is here, and has 
an announcement to make. 

Mr. Campnentn. Yes, Mr. Chairman. I do not wish to make any 
announcement at this time, but I will be available for any questions 
that you may wish to put to me. 

Mr. Mansrietp. Well, Mr. Campbell, I can assure you that you need 
not worry about that, because this committee is not adverse to putting 
questions to either you or anyone else that is here, and you will be 
probably called upon to answer some. 

Mr. Hervey Petrich will be our next witness. 


STATEMENT OF HERVEY PETRICH, REPRESENTING WESTERN 
BOATBUILDING CO., TACOMA, WASH. 


Mr. Mansrtevp. Mr. Petrich, will you give us your name, your 
business, and your address. 

Mr. Perricu. Hervey Petrich, Western Boatbuilding Co., 2505 
Kast Eleventh Street, Tacoma, Wash. 
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Mr. Mansrretp. You may proceed in your own way. 

Mr. Perricu. We also have been asked to bid on these minesweepers. 
Unfortunately we were not in the final running, and perhaps we 
might have had the same problems that you have already hai about 
here today. 

However, we do have a problem concerning certificates of neces- 
sity. We have made applications to the Government for them. They 
have been denied, and perhaps the word of the good Senator here has 
explained that they have more shipyards and facilities than they 
have contracts for. 

However, there is a point to consider there. If this is going to be 
all-out, perhaps we will be needing these facilities, and the point is 
this, that the certificates of necessity which were used so generously 
in the last war, apparently have not been used at this time. 

Now, the only thing that I would like to ask is, do they consider 
using these certificates for the coming time, or will we just forget about 
it and continue along in our normal procedure of commercial building / 

Mr. Jackson. Mr. Petrich, the theory in giving a certificate of 
amortization, that is, an accelerated amortization of normally 5 years, 
is that where there are no facilities available that the Government 
should assist private business in making those facilities available for 
the defense effort, and it is my understanding that they have to make 
a finding that there are no facilities available before they can grant 
a tax certificate for accelerated amortization. 

Of course, at the present time we have more small boatyards than 
we have contracts to award. 

On top of all that, we have all these ships left over from the last 
war. It is not like a plant turning out ammunition, where it is ex- 
ploded and gone, but on the contrary, except for minesweepers, there 
isn’t a great deal being done in the way of naval construction. I sort 
of doubt whether, and I am just volunteering this information, there 
would be any real substantial increase in shipbuilding even in the 
event of an all-out shooting war. That would A mer upon our losses 
and a lot of other things. 

But I don’t think there is much prospect, from the information that 
I have from the Navy, of approving any certificates for facilities ex- 
pansion at this time. There may be something a little later on. 

I can appreciate the problem that you are up against, but on the 
other hand, under the vs they must make this finding, that the 
facilities do not exist that are usable for the specific purpose. 

Mr. Perricnu. Yes. 

Mr. Mansrrevp. Mr. Petrich, if I may say something here, the 
House Smal! Business Committee on June 30, less than a week ago, 
issued the following report on the matter of amortization, and I am 
quoting now: 

A number of small businesses have been hurt by NPA’s discussion to defer 
consideration of applications for certificates of necessity filed after June 15 
until the backlog of about 7,000 cases has been processed. Since small-business 
concerns have not been utilized fully in military procurement as yet, not many 
of them have been in a position to request tax-amortization benefits. Now that 
many large concerns have applied for such benefits the door has been shut on 
the little ones. Some assurance should be provided that small business firms 
will receive fair and equitable consideration in the granting of these certificates. 

That is the attitude of the House Small Business Committee on this 
particular problem, and I would suggest, first, Mr. Dalmas, do you 
have any questions? 
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Mr. Datmas. I only have one comment to make with respect to the 
State of Washington in the matter of amortization facilities, certifi- 
cates of necessity. This is a report that was put out June 6 by the 
Defense Production Administration, which shows that the State of 
Washington has received only 1.3 percent in dollars of the certificates 
of necessity thus far granted, and in relationship to a great many other 
States that are important industrial States, that is a very low figure, 
Mr. Chairman. 

Mr. Mansrtevtp. Yes. Mr. Petrich, I would suggest that you meet 
with Mr. Bartlett and Mr. Tackle of the NPA, and that you go out- 
side and discuss your particular problem and see what can be done to 
assist you. 

Mr. Perricu. Thank you. 

Mr. Jackson. I am glad that Mr. Petrich brought this matter up. 
I think that something can be done to advise and assist the small- 
business men on their right to apply for accelerated tax certificates 
in connection with their enterprises. 

I think one of the unfortunate things in this whole business of grant- 
ing these certificates is that the proportion going to large business 
concerns has been very substantial as compared with small firms, and 
I think a lot of that difficulty stems from the fact that many of the 
small firms are not aware of their right to apply for a tax certificate. 

I think that is something probably the Department of Commerce 
could be helpful in advising the small-business men in this area of, and 
that is their right to apply for a tax-amortization certificate. 

Do you think that that would be helpful ? 

Mr. Perricn. Well, from the experience I have had, Mr. Congress- 
man, it has been this: Our particular case was where our plant was 
completely destroyed by fire, and we wanted to replace that. Last 
December I happened to be in Washington and asked for information 
about this direct from the horse’s mouth, you might say, and we saw 
a certificate going through for $350,000,000 to a steel company. I 
later found out that they cannot get enough funds to build up those 
plants, perhaps. 

Our application was for a very small amount, and we followed it 
through the Bureau of Ships, and it apparently seemed to have ap- 
proval all the way through until just a certain particular time. Now, 
I don’t know whether that is typical of what is happening back there, 
but I have heard of other small applications where they have not had 
the same attention, let us say, as the larger ones have. 

Mr. Jackson. There are a lot of small firms that have expanded 
their facilities who have been unaware of their right to apply for a 
certificate. I mean, small companies that are not familiar with all the 
changes in the tax laws. 

Mr. Mansrtevp. Mr. Petrich, I want to associate myself with my 
colleague, Mr. Jackson, in what he has said, also to agree with you 
about that particular incident which you have just mentioned. One 
of the things that has been disturbing this committee is the fact that 
the big corporations have been getting all the breaks and the result has 
been that the little businesses are being squeezed, in many instances, 
against the wall. 

I am in hearty disagreement with Charlie Wilson’s policy of getting 
things done the easiest way, because he favors the big companies to 
such an extent because he thinks that in doing so that they can accom- 
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plish what he wants done more quickly. At the same time, he loses 
sight of the fact that there is a great amount of technical skill in many 
instances to a far greater degree in the small companies than they are 
in the larger concerns, and he loses sight of the fact that the backbone 
of the country is the little-business man, and not the big corporation. 

So this committee is in full sympathy with your stand and the stand 
of small business in general, and it is the committee’s hope that you 
will have a very satisfactory interview with Mr. Tackle now. 

Thank you very much, Mr. Petrich. 

Mr. Perricu. Thank you. 

Mr. Mansrrecp. Our next witness will be Mr. C. M. Howard. 


STATEMENT OF C. M. HOWARD, REPRESENTING CONCRETE 
PRODUCTS ASSOCIATION OF WASHINGTON 


Mr. Mansrietp. Will you give us your name, your business, and 
your address for the record, please ? 

Mr. Howarp. C. M. Howard, Concrete Products Association of 
Washington, 328 Third Avenue West, Seattle, Wash. 

Mr. Mansrrecp. You may proceed. 

Mr. Howarp. Congressman Mansfield and gentlemen, I have writ- 
ten a short. letter outlining our problem, and I would like to say at 
the beginning that we are small business, and I represent the Concrete 
Products Association for the State of Washington. 

I would like to read this statement, if I may. 

Mr. Mansrreip. Proceed. 

Mr. Howarp. It is addressed to Congressman Mike Mansfield, chair- 
man, Subcommittee No. 1, House Small Business Committee, and it 
reads as follows: 


Dear Sir: Mr. Golden, of the Seattle Chamber of Commerce, has advised us of 
the meeting of your committee in the chamber auditorium on July 3, 1951. Our 
interest is precast concrete products, such as concrete pipe, concrete masonry 
units, and various other products. The principal use of concrete pipe is in cul- 
verts, sewers, and storm drains, including airports. The use of concrete masonry 
is in building of all types. 

In the Puget Sound area and most of the State of Washington there are large 
available deposits of excellent aggregates for the manufacture of concrete. The 
cements used locally are excellent. Asa result of these excellent available mate- 
rials, all types of concrete structures, including those assembled of precast con- 
crete. products, are in greater use than almost anywhere else in the United 
States. Also, as a result of the materials available in this area, the Washington 
Highway Department and the Seattle Engineering Department call for much 
stronger concrete pipe than is in Nation-wide use under the Federal and American 
Society for Testing Materials specifications (see exhibit I). 

Most Government contract proposals call for Federal or A. 8S. T. M. specifica- 
tions and these specificafions are a part of the contract proposal when the plans 
arrive in the area. When the contract proposal plans are drawn up in this area 
it is seldom that the local offices are permitted to take advantage of the full value 
of local materials by using local specifications. 

An example of how this penalizes the local manufacturers: Recently plans were 
drawn for the drainage of an airport by a local engineering firm. This firm was 
required to use the Federal specification SSP-371 for pipe. This specification 
calls for very light reinforcing and low-strength pipe. The use of this type of 
pipe required a deep trench to protect it from the loading of the planes on the 
runway. The contour of the area was such that it was impossible to get the 
required cover over the pipe and as a result galvanized-iron pipe was specified. 
By using our heavier State highway specification pipe, ample cover could have 
been obtained and local manufacturers could have furnished the pipe. Inciden- 
tally, the amount of steel in the reinforced pipe for this job would have been 
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about one-third of that in the metal pipe, te say nothing of the zinc used to 
galvanize the metal pipe. 

Now, that may seem like a rather small matter to you, but it is a 
matter of great importance to us. 

Mr. Mansrrevp. Mr. Howard, may I say to you that nothing is too 
small for this committee. We are interested in small business, and 
the smaller they are, the more interested we are. 

Mr. Howarp. In the first aspect, 1 would like to mention that sani- 
tation is of consequence everywhere. That is one of the primary 
requirements in our present civilization. Airports need to be drained 
and it is very important that that be done. 

We have in this area the situation where we are a long ways from 
Washington, D. C., and we have a lot of very effective and active agen- 
cies of the Federal Government. We have here Colonel Buehler and 
his men, in the city of Seattle, and his office has probably as much 
ability in the choice of materials and specifications as any office any- 
where, regardless of how far down the line they are from headquarters. 

It seems to me and to our organization that there should be some 
basis made on which a local organization could use accepted local 
specifications, and could fit those into the requirements of these jobs 
which in a great many cases they are not permitted todo. That seems 
to be about the only answer. 

There have been cases in the past where specifications coming from 
Washington have excluded entirely our manufacturers. We have, at 
times, been able through the forcefulness of the local organizations at 
the top to get them to take issue at Washington, but they have lots 
of work to do. It is a thankless task for them to go back to Wash- 
ington, D. C., and get some help on changing national specifications. 

Now, in our particular product, the concrete business, that is what 
you make it, there is good concrete and all kinds of concrete. Locally 
this area has these deposits, and we feel that we are entitled to the 
use of local materials. 

Our organization is State-wide. We have 27 manufacturers. They 
are not large. Some of them have a total annual volume of business 
of probably around btween $50,000 and $100,000. Others of that 
group of the 27 will run to a million dollars’ worth of business a year. 

So taking the matter all in all in the State, it is quite a large de- 
velopment. 

Now, as to the ramifications of that, our own group of employees 
is not great, but by the time the aggregates are prepared, and the 
cement is manufactured, and the steel which goes into reinforcing is 
finished, in the total it runs to quite an item. 

We would like to see, and we think it is entirely possible, some way 
worked out whereby in a local area, where they have accepted and 
proven specifications and materials, that they should be given some 
consideration. 

Mr. Mansrretp. Thank you, Mr. Howard. 

Colonel Buehler, have you any remarks to make on the testimony 
just presented ? 

Colonel Burner. I have no action that I could take locally. Of 
course, we all realize that specifications govern us, and any latitude 
to be allowed in the use of Federal specifications, or in the use of 
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locally developed specifications, I think, would have to be carefully 
considered at the Washington level, as to the control to be used in local 
areas. 

Mr. Mansrtevp. I just wanted to ask you the question, Colonel 
Buehler, because I wanted to take this opportunity to compliment you 
for the cooperation you have shown all of us from the Northwest in 
Washington when we have come to you with problems of interest to us. 

Mr. Howard, as I understand your proposition, you state that it 
would be better to use the heavier type concrete which you and the 
other Northwest concerns use in certain specified types of construction, 
thereby serving various strategic kinds of metal for use in more vital 
fields; is that not right? 

Mr. Howarp. That is right. 

Mr. Daumas. Mr. Chairman. 

Mr. Mansrrecp. Mr. Dalmas. 

Mr. Datmas. Mr. Howard, for the record, will you explain the dif- 
ference in those specifications, as you have them? Just explain it for 
the record, so that it gets in the record and will be properly explained. 

Mr. Howarp. I have made up here an outline on various specifica- 
tions on pipe, on concrete pipe. 

The first listed is the A. S. T. M. specification C—14. 

The next is the city of Seattle for the same material. 

The next is—well, the two previous are both plain sewer pipe, and 
the next is plain culvert pipe that is unreinforced, which is used to a 
great extent by our State, and I believe it is the only State in the 
Union that has a similar specification. 

The next listed is the Federal specification referred to as SSP-371, 
which is identical with the reinforced sewer specification known as 
A. 8S. T. M. C-75. 

The next listed is A. S. T. M. C-76, for what is known as standard 
reinforced pipe, intermediate pipe. 

The next listed is the State of Washington standard reinforced 
pipe. 

The next listed is C-76, table 2 A. S. T. M. extra-strength pipe. 

And the next listed is the State of Washington extra-strength culvert 
pipe. 

Now, those, from the beginning to the last, are a definite increase in 
strength. 

Our point is that they could use the extra-strength pipe near the 
surface of the runway, and with perfect satisfaction as has been 
proven by the highway department. 

The point is that Federal specifications require deep trenches for 
the light pipe, which is all right. However, with the heavier pipe 
nearer the surface it is equally protected, due to the strength of the 
pipe, and it is equally safe. 

In a great many of our airports, and in the case cited, the outlet of 
that pipe was in a position where at high tide it would have to be able 
to drain. The result was that it could not get sufficient steps to cover 
over that pipe in order to make it safe. 

Mr. Mansrrecp. Mr. Howard, we will make this a part of the record, 
and this will precede the explanation just given. ; 

(The matter referred to is as follows :) 
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Mr. Mansrietp. Major Wharton, do you have any comments to 
make on this particular matter ? 

Major Wuarron. Yes, sir. I am interested in knowing if this 
— has been taken up with the Research and Development 

sranch of the Army engineers. 

Mr. Howarp. Yes, through the American Concrete Pipe Associa- 
tion, I am quite sure it has. 

Major Wiarron. What was their answer, do you know, Mr. 
Howard ? 

Mr. Howarn. No, just that they did not get any satisfactory answer. 
I do not know as this specific problem was taken up. 

Major Warton. I would suggest, Congressmen, that Mr. Howard 
take this entire brief that he has presented or a copy of it, and present 
it to the Army engineers, Research and Development Branch with a 
suggestion that this can be an alternate means of constructing, that is, 
using pipe under the runways. 

Mr. Howarn. That was the Army and the Navy. 

Major Wiarron. There are times when construction specifications 
list alternates which may be used. Whether they would see fit to 
use it in this case, I don’t know, but they are the people who must 
pass upon it. 

Mr. Howarp. I understand that alternates were listed, but in the 
alternate on concrete pipe a very low-strength pipe was used as the 
alternate, by reason of the specifications listed. 

Major Wuarron. Well, unless vours has been O. K.’d as an alternate 
to be listed, there wouldn’t be a listing, and Research and Develop- 
ment has to O. K. that type of construction. 

I have the address here and I will give it to you. 

Mr. Mansrieip. Thank you, Mr. Howard. 

Mr. Howarv. Thank you. 

Mr. Mansrizip. We will see what we can do. 

Our next witness will be Mr. Louis H. Ford. 


STATEMENT OF LOUIS H. FORD, REPRESENTING BAER STEEL 
PRODUCTS CO., INC., OF AUBURN, WASH. 


Mr. Mansrizip. Mr. Ford, will you be seated, and please give the 
reporter your name, your business, and your address. 

Mr. Forp. My name is Louis H. Ford of the Baer Steel Products 
Co., Ine., Post Office Box 97, Auburn, Wash. 

I have a prepared statement Congressman Mansfield, that I would 
like to read. 

Mr. Mansrreip. Proceed, Mr. Ford. 

Mr. Forp. This opportunity to express my humble opinion directly 
to Members of Congress has come as one of the greatest surprises of 
my life. My mildly cynical opinion of the services actually rendered 
by the chamber of commerce generally, was rudely shattered when Mr. 
Golden called me last Wednesday. 

I had assumed that our correspondence had been filed in the drawer 
of “No reference,” the same way as the many letters I have directed 
to various procurement offices. ; 

The small-business people of the Northwest should be greatly in- 
debted to the chamber of commerce for its aggressive efforts to develop 
Government business for them. 
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I would like to take this opportunity to express my thanks. 

If I may, I should like to preface my remarks with a qualification 
and a claim. I am a certified public accountant by els 1 ig and 
as such am a member of one of the more articulate groups. I hope 
that you will give due consideration to that fact as I struggle through 
this at my first attempt at public speaking. 

Mr. Mansrtecp. You are doing very well so far, sir. 

Mr. Forp. Certified public accountants, although relatively inartic- 
ulate, are accustomed to dealing with facts, as you know, unembel- 
lished with superlatives so dear to most salesmen. When I describe 
our products, please realize that I am not engaging in the conventional 
salesman’s spiel. My statements are simply facts. 

My employer is Baer Steel Products, Inc., of Auburn, Wash., a new 
company, engaged in the manufacture of earth-moving equipment 
parts. Baer Steel was organized in 1948 to explore the possibilities 
of use of a new alloy steel in conjunction with advanced designs in 
dragline, dipper, and hoe buckets; and replacement parts therefor. 
Baer Steel is the only firm in the United States utilizing this material 
and design. 

The years 1949 and 1950 were devoted, in large part to research, field 
testing, and construction of pattern equipment. We proved, during 
that period, that our products are at least equal to the best manufac- 
tured by any of our competitors and far superior to most. 

Our products are not the result of crackpot ideas developed by 
amateur inventors. Mr. Baer has had many years practical experience 
in this field in Europe and the United States and is a recognized au- 
thority in design of earth-moving equipment. He, principally, was 
responsible for the emergence of Electric Steel Foundry Co., of Port- 
land, in this field. 

Mr. Baer had felt, for many years, that there must be some metal 
possible that would overcome the disadvantages inherent in manganese 
steel. He could not interest his employers in embarking upon the 
program of research necessary to develop such a metal, consequently 
he left them to form his own company. 

He was fortunate in being able to team up with one of the Nation’s 
outstanding metallurgists and between them they not only accom- 
plished Mr. Baer’s desired purpose but far exceeded his greatest 
expectations. 

As is always true of men such as Mr. Baer, he is something of an 
idealist. When the war emergency developed he felt that it was his 
responsibility to do everything possible to aid in the prosecution of 
our war effort. 

As evidence of our sincerity I wish to point out two factors: 

First, we actually lose money on every unit we sell, of the size 
used by the military. 

Second, our products have proven themselves of such value to pri- 
vate contractors that we are just beginning to catch up with demand. 
This is true in the face of desultory sales promotion activity. A 
well-integrated sales program should enable us to sell everything 
we can produce for some time to come. 

There is little personal gain, if any at all, to be obtained from our 
doing business with the Government. We simply want to do our 
part in speeding our preparedness program. 
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Admittedly, our products will not win the war alone but the cum- 
ulative potential of the many firms like ours may be of such magni- 
tude as to materially affect the outcome of our military efforts. 

Our direct potential contribution to the war effort is twofold : 

First, installation of our buckets on existing and new machines 
would result in a material saving in shipping space requirements. 
This is by reason of our ability to increase the capacities of the ma- 
chines, to which the buckets are attached, between 10 and 2 25 per- 
cent over that possible with manganese buckets. 

Second, our buckets require materially less critical alloys than 
those made of manganese steel (and in spite of this we make a superior 
bucket). Manganese steel requires between 5 and 12 times more 
critical alloys than ours. 

The afore-mentioned deals only with the direct contribution to 
the war effort possible through the use of our products. In addi- 
tion there are many advantages, economywise, which are of extreme 
importance to private contractors but probably of little concern 
to the military. 

Our big mistake seems to lie in the naive assumption that the mil- 
itary would want our products because of their merits. I should 
have known better. I was an enlisted cost inspector in the Navy 
during World War II and my experiences then should have t taught 
me the futility of attempting to sell something to the military on 
its merits alone. 

I forgot my lesson though and last fall, immediately following 
one of the chamber’s small-business clinics, and on the advice of 
one of the speakers, I visited the Office of the Inspector of Naval Maté- 
riel in order to find out what we should do. I talked to one of the 
civilian employees in that office and he rudely reawakened unpleasant 
memories of my naval experience. Not only did he decline to pro- 
vide the information requested but he told me, in effect, that if we 
think we have, exclusively, a product better than any the Navy now 
has then we're just plain crazy. 

Mr. Mansrievp. May I interrupt you there? Did he treat you with 
consideration, or did he in effect tell you to goto? 

Mr. Forp. Well, the latter remark is more closely the one that 
approximates the facts. 

Mr. Mansriecp. Could you furnish the name of that particular 
officer ? 

Mr. Forp. It was Commander Jolinson’s office. However, I did not 
speak to Commander Johnson. I spoke to one of his civilian em- 
ployees. Iam sorry that I cannot tell you his name. 

Mr. Mansrrevp. Mr. Riley, will you see if you can get Commander 
Johnson down here this afternoon. 

Mr. Rirey. Yes, sir. 

Mr. Mansrrevp. Proceed. 

Mr. Forp. In January we instituted a campaign of contacting pro- 
curement agencies that, we thought, might be interested. The re- 
sponses obtained were absolutely useless. We had to write to the 
United States Naval Construction Battalion at Port Hueneme four 
times before that office favored us with a reply. The reply said very 
little and meant absolutely nothing. 

The United States engineers were quite considerate and even went 
so far as to assign a Mr. Elsom to inspect our plant. His task, though, 
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was simply the cataloging of our facilities in light of possible future 
procurement, but not of our products. 

He was kind enough to provide us with the name of an office of the 
United States engineers concerned with research in our type of 
product. We promptly wrote, asking for instructions relative to 
submission of our products for testing. That letter was written April 
4, 1951, and we have not yet received a reply. 

Mr. Mansrietp. Where was that sent to? 

Mr. Forp. That was sent to the United States Corps of Engineers, 
Testing and Research Branch, Fort Belvoir, Va. 

Mr. Mansrretp. What was the date of the letter? 

Mr. Forp. April 4. 

Mr. Mansrretp. You have not yet received a reply ? 

Mr. Forp. No, we have not. 

Mr. Mansrieip. Could you furnish the committee a copy of that 
letter ¢ 

Mr. Forp. Yes, we have one here. 

Mr. Mansrievp. At this particular point in the record where the 
date is given and the statement made that no reply has been received 
after almost 3 months 

Mr. Forn. Yes. 

Mr. Datmas. Do you have a copy of the letter? 

Mr. Forp. Yes. 

Mr. Datmas. Give it to the reporter. 

Mr. Forpv. Could I have it back when he is through with it? 

Mr. Damas. Yes, certainly. 

Mr. Mansrievp. Will you insert that letter at this point in the 
record? 

(The letter referred to above is as follows :) 





APRIL 4, 1951. 
Unirep STaATes ARMY, CORPS OF ENGINEERS, 
Research and Development Laboratory, 
Fort Belvoir, Va. 
(Attention: Construction Equipment Branch.) 

Dear Sirs: At the direction of Mr. D. 8S. Elsom of the Seattle office of Corps 
of Engineers, we are enclosing herewith certain technical data and descriptive 
literature relative to dragline buckets, dipper buckets, hoe buckets, and replace- 
ment parts therefor in which we use Fibraloy steel castings. 

Several of the largest private contractors of the Northwest have proven to 
their own satisfaction, that our buckets are manifestly superior to any other 
comparable product manufactured with manganese steel castings. Their experi- 
ence has been so conclusive that one contractor has already abandoned some 
thirty to forty manganese steel buckets ranging from 2 to 14 cubic yard capac- 
ities and has replaced them with Baer buckets in which Fibraloy steel castings 
were used. Other contractors are beginning to follow suit, when replacement 
buckets are required. 

Ours is a relatively new company and, consequently, unheard of by the several 
military procurement offices most concerned. We know that Fibraloy steel 
makes possible the manufacture of substantially lighter buckets with superior 
digging qualities and we wish to have, at least, an opportunity to prove this fact 
to them. Would you be kind enough to advise us just what procedure is required 
in order that we may demonstrate the superiority of our products. 

Yours very truly, 
Barer Street Propucts, INc., 
Louis H. Forp. 


Mr. Mansrietp. Now you may prenen 
Mr. Forpv. Oddly enough, one of our mistakes produced the greatest 
results. I erroneously wrote to the San Francisco Ordnance Dis- 
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trict about our products. We received a prompt and courteous reply 
znd arrangements were made for Mr. Baer to a interviewed by that 
office. He was given every consideration but, unfortunately, as I 
should have known, Ordnance doesn’t buy our type of matériel. 

To the best of my knowledge, all contracts let, since the first of 
the year, in our line, have been negotiated contracts. We never 
know about these contracts until we read the Synopsis of Contracts 
Awarded. We have written several times to ask that we be con- 
sidered—no reply. 

Perhaps we were fortunate in not being considered. I recently 
learned that nearly all procurement specifies manganese steel cast- 
ings and that even if we were successful in obtaining a contract and 
furnished our products we would be subject to severe penalties for 
failure to meet specifications. The fact that our products are better 
is of no concern. 

We cannot bid competitively against manganese buckets. Ours cost 
more to build. However, the small additional cost in our bucket 
is, comparatively, a drop in the bucket when the cost of the entire 
machine is considered. It doesn’t take a mathematical genius to 
realize the net savings possible through the installation of our buckets. 

Let me give you an example. Our 1-cubic-yard dipper bucket 
sells for $1,250. The military now pays probably, as a guess, $1,000. 

Hurrah for the procurement officer. He has saved the taxpayers 
$250. Unfortunately he will have to pay around $27,000, for a 
machine capable of using his $1,000 manganese dipper. If he had 
bought our dipper he could have put it on a smaller machine that 
will cost around $18,000. It only cost the taxpayers $9,000, to save 
$250, and for only one reason—the procurement officers either were 
not sufficiently interested to listen or were prevented, by statute, from 
listening. 

Your “objective, of course, is to determine what legislation might 
be enacted to overcome this situation. I don’t know what legisla- 
tion now exists in this regard so I can’t make a specific recommenda- 
tion and for that matter I’m not sure that this kind of problem can 
be cured by fiat. You can’t make a man think by passing laws. 

I believe the problem is psychological. All of the members and 
employees of the Military Establishment have certain specific duties 
assigned to them. They are not supposed to think beyond those 
duties. When they do think for themselves then more often than 
not they are admonished to not do it any more and in some cases 
may actually be punished. 

In the case of our experience with Port Hueneme, the Navy has 
already established a few sources of supply of equipment. Why 
bother with more? Their products were good enough for grand- 
father, therefore they must be just as good today. 

In our case it is obvious that the procurement officers do not want 
to,or cannot interest themselves in any problem beyond the prescribed 
limits of their duties. I think they just don’t want to, otherwise, 
surely, they could assist us in finding the parties concerned with the 
job. 

My expel ience in the Navy taught me the futility of trying to cir- 
cumvent “channels.” We have made no attempt to bypass the pro- 
curement officers concerned. I know what they can and will do if they 
feel that their toes have been trod upon. 
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We will undoubtedly suffer from this declaration ; however, we no 
longer care. My interest in this meeting is purely academic. I, for 
one, threw in the sponge several weeks ago after reading an article in 
the Saturday Evening Post relative to the shabby treatment accorded 
private development of new products. The article did not fit our 
situation precisely but it came so close that it finally satisfied me of the 
complete futility of attempting to make our small potential contribu- 
tion to the war effort. 

Frankly, I see no point in wasting my evening and week ends trying 
to provide the military with something of more value to them than to 
us when I know full well that the best response I may expect is a polite 
brush-off. 

In closing I wish to express my deep appreciation of your kindness 
and that of the chamber in permitting me to get this gripe off my chest. 
In all probability this will do me no good and may actually work to 
my detriment. If I have contributed anything of value to you that 
will facilitate the efficient conduct of our war effort then I shall con- 
sider my efforts well rewarded. 

Mr. Mansrieip. Mr. Ford, I think you are expecting the worst and 
hoping for the best. 

Mr. Forp. I guess that is right. 

Mr. MansFieitp. You need have no fear of retribution of any kind 
because of testifying before this committee, and if any businessman 
anywhere in the country is penalized because of what he has had to 
say before this committee, this committee would like to know about it, 
and this committee can assure that we will take proper steps to see 
that action is taken care of. 

Congressman Jackson. 

Mr. Jackson. I don’t believe I have any questions, Mr. Chairman. 
I was just wondering if you have had this same experience, Mr. Ford, 
with all of the Government procurement agencies. 

Mr. Forp. Essentially, yes, with the exception of the General Serv- 
ices Administration. General Services Administration, of course, is 
not very much concerned with our type of product, but we have re- 

ceived very courteous and very hr sa service from them. 

We had some help from the National Production Authority. How- 
ever, what has happened to the next step in the NPA’s efforts, I don’t 
know. 

Also we have been buried in a mass of red tape in connection with 
CMP 4-B applications. That particular problem is kind of like a 
wife, you cannot live without her, and you cannot live with her, so I 
am not complaining, and I suppose the NPA in Seattle has had the 
same problem that we have, they have been swamped with work and 
have not been able to follow through with what they originally sug- 
gested. 

Mr. Jackson. I am wondering if Mr. Ford might not talk with some 
of the people here from the Central Procurement Agency. 

Mr. Mansrrexp. I would like personally to ask “Mr. Dalmas and 
Major Wharton if they have any comments to make. 

Mr. Datatas. What is the essential difference between your dippers 
and buckets from the standard manganese type? 

Mr. Forp. I hope you will appreciate that I am not an engineer and 
metallurgist, so my appearance here today—— 

Mr. Damas. Essentially it is lighter, is it not? 
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Mr. Forp. That is right, it is lighter and stronger. 

Mr. Damas. How much lighter than a standard yard dipper? 

Mr. Forp. I have some facts here. 

Mr. Mansrretp. Just give it to us approximately. 

Mr. Forp. Oh, I would say that our 1-yard dipper is perhaps 250 
to 300 pounds lighter than the conventional 1-yard Sivecs 

Mr. Daumas. What kind of metal do you use? 

Mr. Forp. It is a new alloy steel developed, as I said, by Mr. Baer 
and one of the country’s outstanding metallurgists, and it is a fibrous 
type of steel. I do not think that fibrous steel is anything new, but 
we are the first people to develop a 

Mr. Datmas. What type of alloy do you use? You don’t use man- 
ganese ¢ 

Mr. Forp. We use a very small amount of manganese. We use a 
114- to 154-percent manganese. We use a half to three-quarters of a 
percent molybdenum. They are the only scarce alloys used in this 
metal. 

We do use copper and vanadium and some other alloys, but we do not 
use any chromium, which is necessary in manganese, and we do not 
use any nickel, which is essential in manganese, in relatively large 
quantities, 

Mr. Datmas. You say that you have had fairly general acceptance 
among the excavating contractors? Would you say that? 

Mr. Forp. Well, to give you an idea, one of the largest earth-mov- 
ing contractors in the United States is so completely sold on our prod- 
uct that he is financing our operation. He has abandoned manganese 
buckets in favor of ours. 

Mr. Damas. In other words, with your bucket you can do the job 
with much lighter equipment. 

Mr. Forp. That is right. 

Mr. Daumas. How about the wear. 

Mr. Forp. As is always the case, our product is no panacea; it will 
not cure everything. There are some cases where manganese will out- 
wear our products, but there are very few. 

Mr. Datmas. What type of excavation is that used on. 

Mr. Forp. I would say of corrosive materials. Our products will 
rust just like carbon steel, and anything that will cause oxidation in 
steel will create extraordinary wear. 

Mr. Dats. How does it react under water? Have you had expe- 
rience with your buckets under water. 

Mr. Forp. We have not tried it under water, except in one case, and 
we had a backfire in that instance, because the bucket was not heavy 
enough. But it was being used in a gravel pit over in Yakima. It 
was a very peculiar set of circumstances where the bucket had to go 
down very deep, and, of course, the offsetting weight of the water 
made the bucket relatively light, and it did not sink as rapidly as they 
were accustomed to having it sink. 

I think we have overcome that by a change in design. 

Mr. Jackson. Mr. Chairman. 

Mr. Mansrrecp. Mr. Jackson. , 

Mr. Jackson. It has occurred to me that you have a research prob- 
lem here that is quite difficult. 

Mr. Forp. That is right. 
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Mr. Jackson. I am wondering if Major Wharton might not be able 
to refer him to somebody who can go to the root of this thing. I 
think that it would be very helpful to Mr. Ford if that could be done, 
because it is rather difficult, I think, for our committee to handle it 
properly in the hearing itself. 

Major Wuarron. I should like to comment on that. 

Mr. Daumas. Before you do, Major, I should like to ask just one 
question. I want to try to get the record in such a manner here so that 
we can work through and give some support to this idea. I just want 
to ask one final question, and that is who your principal competitors 
are in the type of equipment you make ? 

Mr. Forv. In the Northwest it is the Electro-Steel Foundry Co. in 
Portland. Nation-wide it would be almost any bucket, Bucyrus Erie 
or Blaw-Knox Co., any of those companies. 

Mr. Datmas. Any company that manufactures excavating equip- 
ment. 

Mr. Forp. Using manganese castings; yes, sir. 

Mr. Datmas. Thank you. 

Mr. Forp. There is one other problem that I tried to bring out here 
that perhaps has escaped us. That is, as I understand it, in buying 
this material, I used this illustration here of how a procurement officer 
could save $250 on a product. As I understand it, the procurement 
officer has to judge the product by itself regardless of what it is. 

Major Wuarron. I am afraid that you are badly misinformed, ac- 
cording to a lot of your remarks. You seem to blame your lack of deal- 
ings with the Government, except one on the procurement officers. Your 
bue ‘ket has not been accepted by any military agency yet for purchas- 
ing by the Government. Any product at all, it doesn’t matter whether 
it is excavating equipment, or whether it is a hand tool, it must. be 
accepted for purchasing by the Government. That purchasing offcer 
has no more right than I do to buy your bucket. 

Mr. Forp. Yes: that is right, I realize that. 

Major Wuarron. He is bound by law to only purchase items which 
scientists have tested and found proper to use. 

Mr. Forp. Yes. 

Major Wuarron. It is true that he may have lost $250, but the law 
says that he can only purchase items which have been tested and 
accepted. 

Now, it is quite true you did write the engineers. But I am not too 
sure whether you wrote the correct section, and possibly the letter was 
mislaid. I know sometimes it happens. You certainly should have 
received an answer by now. 

Mr. Forp. I might mention this—— 

Major Wuarton. I will follow through on it and find out why you 
have not, but I will give you the correct name and address. I will 
have to send it to you from Washington, because I would have to make 
a telephone call to get it. I will get the name for you and the address 
of the man to whom you should send a description of your excavating 
machinery, your buckets. 

Mr. Forp. Well, yes, but—— 

Major Wuarton. Now, Yards and Docks for the Navy purchases 
that, but it has to go through research again. Yards and Docks at 
Port Hueneme, cannot buy one of your buckets until the Navy has 


O. K.’d it for purchase. 
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Mr. Forp. I realize that. My complaint, as I think you will recall, 
was directed to the lack of interest on the part of the procurement 
officers, and even telling us where we should go. 

Major Waarron. I cannot understand why they would not at least 
have told you that it would have to go through research for acceptance. 

Mr. Forp. No one has ever told us that. 

Major Wuarton. They should have told you that. 

Mr. Forp. No one has ever told us that. 

Major Waarron. Of course, as you understand, most of those pur- 
chasing officers have a tremendous job to do, and probably it did not 
occur to them that you, a manufacturer, did not know that the Gov- 
ernment does not purchase unaccepted items. 

Mr. Forp. We did know that. We asked what we should do about 
it. 

Major Wuarton. Congressman, I think that would be the best way 
to assure him of a positive check. Now, of course, whether they will 
say it is good for the Government to buy or not, no one but an expert 
could say. 

Mr. Forp. We understand that. 

Mr. Mansrietp. Major, could you get that information this after- 
noon sometime ¢ 

Major Wuakrron. I can give him the name of the officer, but I would 
refer to send him the names of the people he should contact, but that 
| will have to do when I go back to Washington. I will get the names 
and send them to him. I will give him the names of the officers. 

Mr. Mansrrecp. Mr. Ford, the committee would like to have you 
back here this afternoon in order to meet with Commander Johnson, 
to see if he can be of any assistance to you in this office here. 

Thank you very much. 

Major Wuarron. I am sorry, but I do have one further question: 
Is your equipment patented ¢ 

Mr. Forp. No; it is not, and I will tell you why. 

Major Wuarron. You understand that the Government normally 
expects to purchase only patented equipment, because they get into a 
great deal of difficulty if they purchase equipment which has not been 
accepted for patent. 

Mr. Forp. If we were to patent our product, we would automatically 
disclose to every one of our competitors just how we make this item. 
It is one of those things that is so broad and so susceptible to alteration 
and change that we would automatically put all our competitors in 
business in competition against us. 

Mr. Ritey. Not for 17 years, though. 

Mr. Forp. For example, manganese steel is patented, and everyone 
who uses manganese steel is required to pay royalty to the holder of 
the patent. 

Mr. Mansrievp. Well, Mr. Ford, have you applied for a patent? 

Mr. Forp. No; we have not. 

Mr. Mansrievp. Well, that is going to be difficult for you, in that 
instance. 

Mr. Rixy. Surely. 

Mr. Forp. May I go on with this example here? Manganese steel, 
in the patent, requires between 3 and 5 percent nickel. Now, that 
Electro-Steel Foundry Co. discovered a way of making manganese 
steel without that nickel; so, they do not pay any royalties. 
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Mr. Mansrrexp. I see. 
Mr. Forp. And the same situation would exist with us, and it would 
be further aggravated. 
Mr. Mansrievtp. Well, that will be a very difficult question for you to 
find the answer to, so long as you have not even applied for a patent 
as yet, but the committee will see to it that the information is fur- 
nished to you which Major Wharton has so kindly consented to get, 
and then we want you to meet with Commander Johnson this after- 
noon. 
Mr. Forp. Thank you. 
Mr. Mansrieip. We will have one last witness this morning, and 
we hope to conclude this morning’s session with him. 
By the way, is Mr. Bivins still in the audience? 
Mr. Rivey. Is Mr. Bivins here? 
Mr. Mansrrevp. Evidently not. 
Mr. Philip Bailey will be our next witness. 


STATEMENT OF PHILIP BAILEY, OLYMPIC STAINED PRODUCTS CO. 


Mr. Mansrtetp. Proceed, Mr. Bailey. 

Mr. Barer. Mr. Chairman, I have no specific problem of my own, 
but I am concerned with the general state of small business in our 
area. 

We are a small business, and we do business with lots of smal] firms, 
In this area today, many of those firms are not doing very well in 
many lines of business. Business is not good, and they are suffering 

rather badly from a series of events which, I believe, can be traced 
back primarily to the furor that was created about a year ago when 
the Korean War started and the subject of controls was immediately 
approached. 

As soon as controls were mentioned, many businessmen remembered 
OPA, and immediately thought that they had better get their prices 
up so that they would not be squeezed as many were under OPA. 

As that happened, one businessman had to set his price, but he had 
to take into consideration also that his suppliers were probably going 
to raise their own prices, and it set off a price spiral of buying, and 
a lot of people bought as much as, or more than, they could afford to. 

It seems to me that a great deal of the present condition that a lot 
of small businesses find themselves in is due to the fact that controls 
were talked about for so long and finally, in the period between Janu- 
ary 1 and January 25, were “finally set at probably the highest prices 
in American business history. That just upset things. 

It seems to me that there would have been no shortage of ma- 
terials today, with a very few exceptions, if controls had not been 
talked about and established a year ago. 

There was a story going around in the hardware business last 
winter that one hardware man said to another, “If this shortage busi- 
ness lasts very much longer, I am going to have to build a new ware- 
house.” Now, that was a very funny story last winter, but many firms 
in this area are suffering very badly because they overbought, and 
they are faced with falling markets, and not much business, “and un- 
less conditions change very rapidly a lot of firms will go under, and 
most of them will lose a considerable amount of money. 
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We, as small business and small-business men, talk to each other, and 
we small-business men have hopes of growing into larger businesses, 
and I think that is what has made the American economy tick. 

However, there are three things that it seems to me that are hamper- 

ing small business very badly, and the first of these is price control. 
I think small business is really hampered considerably more than 
large business by the imposition of price controls, for the simple 
reason that, if an industry-wide price is set, as is now being done in 
our own particular industry, that price is set, and a large firm can 
meet rising costs of increased labor and still produce economically, 
but a small firm is gradually squeezed out of the picture because he 
cannot compete economically under price control. 
» Material controls, I think, are tied directly to price controls. If you 
have one, you have to have the other. But the same thing actually 
happens when material controls are established for small concerns. If 
a large concern needs five carloads of steel, he can assign a man to go 
through the various steps necessary to obtain that material, but a small 
concern, if he needs a few tons, is very badly handicapped by having 
to go through the necessary steps to secure this small amount of steel 
necessary. 

Under a free market, if he needs a few tons of steel, he can afford to 
pay a higher price, and by that means secure the necessary material. 
That, of course, if something else that I don’t need to mention probably 
any more than in passing. The great detriment to the growth of small 
business today is the terriffic tax problem that we are faced with. It 
is getting more and more difficult for a small firm to grow and develop 
and set-aside money for additional plant construction, additional ma- 
chinery, and reserves for a rainy day. 

So, it seems to me that if you really want to help small business, 
in the larger sense of the word, I would humbly suggest that we get 
rid of price controls as soon as possible, and as much of material allo- 
cation control as you can, and get our taxes down to where we can grow 
and develop and grow into larger businesses in this country. 

Mr. Mansrrevp. Mr. Bailey, have you had any experience with the 
Smaller War Plants Corporation during the last war? 

Mr. Battery. No; we had quite a bit of experience with OPA and the 
War Production Board. 

Mr. Mansrieip. The reason I bring that matter up is that the entire 
membership of this committee and 255 Members of the House have 
introduced companion bills to recreate, in effect, a Smaller War Plants 
Corporation, which I understand has been passed by the Senate in a 
modified form. Is that correct? 

Mr. Datmas. That is correct. 

Mr. Mansrieip. And the purpose of that Corporation is to look 
after the interests of small business primarily, and to give them a 
better shake than they have received so far. 

As I have indicated earlier in the hearings, Mr. Wilson seems to have 
put something like about 95 percent of the contracts into the hands of 
big business, and that means that the little fellow is being squeezed 
out. t 

We hope that we can get this corporation bill through so that there 
will be a real champion of the little. business man in the higher echelons 
in Washington. 
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Mr. Jackson, do you have anything ‘ 

Mr. Jackson. Mr. Bailey, in connection with the allocation of criti- 

‘al materials, how can you avoid some kind of program in that field, 
and still make it possible for the small-business man to get the mater ial 
that he needs ¢ 

For example, you might run into a situation where a fellow was 
making slot machines—I mean, in a free market, with Government 
agencies taking the material for defense—you might run into a situa- 
tion where a slot-machine manufacturer would ~ have just as much 
or maybe a better opportunity to get certain critical materials as would 
a man engaged in making, say, stoves or something for homes. 

Mr. Barrer. It seems to me, as I tried to point out, that actually 
there has been no material shortage in this country so far, with very 
few exceptions. In fact, if inventories were taken today on a Nation- 
wide basis, I think you would find that there would be a surplus of 
most materials. 

Now, the shortages that have been found have been caused by this 
rush of buying, people trying to beat price control. 

I do realize that there might be some hardships caused once in a 
while, but I would like to tell of an experience we had in World War 
II, and it seems to me that when you get into a situation like that, as we 
experienced, this is what may or may not happen: 

We used a considerable amount of linseed oil in the manufacture of 
our material, and linseed oil in the last war was a very critical material. 

We sat down and wrote a letter to Washington asking for relief on 
this particular problem, and somebody got hold of it back there and 
said, “You are in woodtreating business; you do not come under 
the provisions of this act.” 

As a result, we showed this letter to all of our suppliers, and we got 
all the linseed oil we wanted. All of our competitors were practi- 

cally out of business, because somebody back there did not—and it was 
some clerk, I suppose—who just wrote this little letter, which put us 
in business during the war. 

I think that is what you get mixed up into when you get this thing 
so involved. 

Mr. Mansrretp. On the question of material shortages, I think the 
committee would like to hear from Mr. Tackle. 

I believe Mr. Tackle made some comments in Spokane yesterday 
at our hearing there. Do you have anything to say now! Is Mr. 
Tackle in the room ’ 

Mr. Tackur. Well, I am afraid that I will have to disagree with 
Mr. Bailey about the shortage of critical materials. The Defense 
Production Administration is charged with the initial allocation, and 
on three specific materials especially—aluminum, steel, and copper— 
which are now under CMP, and there are claims made, at least, that 
there is need for those specific materials, and that the needs are all 
far in excess of the available supply. That we have very, very defi- 
nitely determined, and we would be very happy, if you ever come to 
the city of Washington, to show you where these claims originate, 
and to show you that they are sound and valid. 

On that score I am afraid that I must disagree with you, and I think 
there are facts on file and available generally to prove that. 

Mr. Bauxy. Well, the only answer I can give to that is my own 
personal experience. I happen to own a small hardware store out 
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here, and it was practically impossible for us to get such things as 
tubing or steel pipe, or several other materials of that kind, and all 
of a sudden we find not only it is available but that there is all you 
want of it. 

I have made it a point to talk to practically every businessman I can 
find, asking him if he is bothered by any shortage of materials. I 

talked to an architect building six or seven million dollars’ worth of 
schools in this area about steel, and he said they have never been held 
up on any of their construction so far. 

Now, I do realize that there have been or there are now certain spot 
shortages of material, but I go back to my basic point that the short- 
ages have been artificially caused, due to the great rush to try to beat 
the spiral in prices that started practically a year ago now, and I 
believe sincerely, from personal experience, and from what I have 
read, that if that price spiral had not started by the imposition of price 
control you would have had practicaly sufficient materials for every- 
body in this country. 

Mr. Mansrieitp. Do you think then what we should have done, after 
the outbreak of the Korean War, was to have frozen everything across- 
the-board? Wonld that have been the answer / 

Mr. Bauer. Personally, it seems to me that if you could have 
gone ahead quietly with the procurement of necessary materials under 
the war program, and not gotten into controls, that you would have 
had no difficulty in securing all of the material you wanted. 

Mr. Datatas. The businessmen of the « ‘ountry were requested to use 
voluntary restraint, insofar as rising prices were concerned, and it was 
only after it seemed positively that that volunt: ary method was not 
going to work that price controls were imposed. 

Mr. Jackson. Mr. Bailey, my recollection is that the prices started 
up—lI mean, started to spiral, so to speak—immediately after the out- 
break of the Korean War, and for some time prior to the passage of 
the Price Control Act. The price-control law was passed in September, 
and you had this tremendous rise in prices between June 25 and the 
time the law was passed. 

My point is that in spite of the fact that there had not been any- 
thing done during that period, and that they had tried to do it on a 
voluntary basis, prices tended to go up on scare buying. 

I wanted to ask this question: Could you give us sort of brief picture 
of the inventory situation? I have heard on many occasions that, 
contrary to the general i impression, there is a pretty heavy inventory of 
consumers’ goods and other materials on the market, and in some 
places they are really in a situation where they may lose their busi- 
nesses, and I think it would be very helpful for us to know about 
that. 

Mr. Baitey. Again, I am only going to speak from personal experi- 
ence. I don’t know this myself. We do business with many firms 
whose capital ranges from $20,000 to $50,000. Many of those firms— 
that is both suppliers and retailers—and many of those firms last fall 
and this spring, before this thing broke, and it has definitely broken, 
went out and bought, as I said, all they could lay their hands on, 
whether they needed it or not. 

So you find a situation existing, and I might illustrate it by this 
story: There is a large hardware store, a good-size hardware store in 
Yakima, the Yakima Hardware Co., and a shotgun salesman came in 
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and said, “Shotgun shells are going to be awfully short. We might 
let you have a carload this fall.’ 

So they ordered a car, and much to their surprise the car arrived in 
10 days. That was $70,000. The salesman said, “That was a colossal 
error, but we might possibly get you another car.” And in 10 more 
days they got the second ear, which gave them $140,000 worth of shot- 
gun shells, and that situation has been duplicated all over the country. 
There really was no shortage in most anything, except very mo- 
mentarily, and the reason for it was simply scare buying. I maintain 
that if the Government had not started talking about. price control 
that that spiral would not have been started. 

Of course, another thing, I am so bitterly opposed to price control, 
and I think that it is unfortunate that most people—that is consum- 
ers, labor, doctors, lawyers, teachers—are all in favor of price control, 
because it sounds like a very ieaieal thing, and only a very few people 
in business—that is, the managers, owners, and supervisors—see how 

‘eally bad and evil price c ontrol is. 

When I got back out of the Army in 1945, after having been away 
for 3144 years from my business, and walked into it and saw what was 
happening under price control, I made up my mind then that 1 would 
do something, or that I would do anything that I could in my small 
way to eliminate it from the American scene in the future. 

Actually what happened under price control was that you did not 
have control prices, but you had substituted quality, you had substi- 
tuted grades, and you would run it into the black market, and you 
were making American business, which I would say is 99.8 percent 
honest, you were making them do devious and dishonest fngs in 
order to keep in business. 

It seems to me that is where the evil of price control lies, that more 
people were breaking laws under price control than have ever broken 
them under prohibition, 

OPA issued 8,000,000 regulations trying to block evasions of price 
control. You just make businessmen dishonest with it. 

Mr. Mansrrevp. I hope you will bear in mind, and I want to say 
that the committee is very appreciative to you for your frank state- 
ment, but you do want to bear in mind that the two persons primarily 
behind the control program are two of the most outstanding exponents 
of free-enterprise system in America, Mr. Charlie Wilson, the head 
of General Electric, and your fellow Washingtonian, Mr. Eric Joln- 
ston. They are the ones who are pushing the control program, ahd 
they are the ones who have been most. vociferous in their desire to get 
something done along that line. 

Mr. Batiery. I would like to make one further point. You may not 
know that I am a Democrat, but I have been a Democrat in the State 
of Washington before there were very many Democrats here. I may 
not be talking like one now. But I do want to say that there are lots 
of Democrats who feel the same as I do about price control. I have 
talked to quite a few of them. 

Mr. Mansrieip. Before there were many Democrats here. You are 
going back to the days when Washington was a territory when there 
were not very many Democrats; isn’t that right? [{ Laughter. | 

Mr. Jackson. I want to say that Mr. Bailey is one of our successful 
and very enterprising young businessmen in Seattle and the Pacific 
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Northwest. I have had a lot of talks with him about this problem of 
control and he is very, very sincere about it. 

I think that it is one of those things where there is bound to be 
differences of opinion. I know that he has made a lot of good con- 
structive suggestions on this problem, and at the outset I think this 
very basic problem of scare buying is a real problem. It is a problem 
of psychology, the state of mind of people, which is pretty hard to 
legislate on, there is no question about that. 

Mr. Battery. Well, as to the lack of legislation, I think that would 
help it. 

Mr. Mansrtetp. Well, Mr. Bailey, the committee is deeply appre- 
ciative of your frank statement, and I want to$ay for the record that 
when I refer to Mr. Johnston and Mr. Wilson that I did not know 
your politics. 

This committee is a nonpartisan committee. 

Thank you very much. 

Mr. McCormick? 

Mr. McCormick. Yes, Mr. Chairman. I would like to ask one 
question. Mr. Bailey, speaking for the Office of Price Stabilization, 
I do not want to enter into any discussion with you as to the whys 
and wherefores of control, but I would like to ask you this question 
for our good: 

During the last war, you say you were away a great part of the 
time, and the record shows in spite of all the arguments pro and con, 
as to OPA, the record shows that the mortality of any business was 
practically nil. 

No. 2#the record shows that pretty well, through rationing, scarce 
materials were “divvied” up pretty good in the country and people got 
an equal share and the black markets were kept down. 

No. 3, price control was maintained in the country on a pretty good 
level, bes when I say that I mean in comparison to the English system, 
in comparison to the Canadian system, the record is pretty clear on 
that. 

Now, I think on all these things, and this is merely a personal 
opinion, that we have too much of a tendency to argue from a par- 
ticular to a general and say that because this thing is true in this 
particular case, therefore, the whole thing is this way. 

Now, could you give me something concrete that I could take back 
to Washington to Mr. DiSalle, our Director, whose assistant I am, 
something really concrete to show me where the controls that have 
been instituted are actually putting small business in a difficult posi- 
tion by working against them or, for that matter, working against 
any type of business? I would like to take something concrete back 
on that subject. 

Mr. Battery. Let me say this: Of course, I think the present price- 
control law is the biggest farce that has ever been perpetrated on the 
qouetty because prices were set at such a high level that nobody could 

et hurt. 
Let me go back to OPA—and here is what I dislike about Govern- 
ment being mixed up in business: Under OPA, when I got back out 
of the Army, prices were frozen, and we were beginning to get hurt. 
I went back to Washington on three different occasions, and here is 
what I finally ran into: 
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The chap in charge of our particular division under OPA wanting, 
I suppose, to make a record for himself, offered to freeze the number 
of people in our business, not to allow any new competitors to come 
in, if we would withdraw our application for a price raise. 

Now that, I think, is something that you get into when you get into 
Government control, which I think is absolutely wrong. 

Answering your question directly, I don’t think anybody today is 
being hurt. Most of us need a floor, at the present time, instead of a 
ceiling price. Prices have dropped 40 percent, but I don’t think any- 
body could get hurt today under the present price ceilings. 

Mr. McCormick. You have been talking for about 20 to 50 min- 
utes, and you indicated that price control was actually harming busi- 
ness and small business today. 

Mr. Battery. I say that it would have, if we got into the same situa- 
tion, and our costs continued to rise, and if you were to get into that 
situation, if you needed price control on the rising costs, then the small 
manufacturer is going to get squeezed out, because a large manufac- 
turer can sell at a certain price, whereas the small manufacturer is 
handicapped by higher overhead, higher manufacturing costs, and 
things that occur between the large and the small manufacturer. 

Mr. Mansrtevp. Mr. Bailey, not only have you testified before this 
committee, but [am sure that your word will get back to Mike DiSalle. 

The committee will now stand adjourned until 2 o’clock. 

(Whereupon, at 1 p. m., the committee recessed until 2 p. m. of the 
same day.) 


AFTERNOON SESSION 


Mr. Mansrieip. The committee will come to order, please. 
Is Mr. Schoenfeld in the room? Will you come forward, please ? 


FURTHER STATEMENT BY L. KENNETH SCHOENFELD, 
REPRESENTING CRAFTMASTER, INC. 


Mr. Mansrievp. Go ahead, Major. 

Major Wuarron. I don’t know whether you were at the meeting 
which General Bush, of the Quartermaster Corps, attended about a 
week ago. 

Mr. Scuoenre vp. No; I was out of town. 

Major Wuarron. I would like the record, then, Mr. Congressman, 
to make this addition to Mr. Schoenfeld’s testimony, and General 
Bush, who is in charge of the Chicago Quartermaster Department of 
the Army, which is not, only the procurement office but the entire 
Chicago quartermaster set-up, was here at a meeting, and I have been 
told by some of the Seattle men who attended the meeting that he 
made an announcement that any businessman or bidder who wished 
to have any information concerning quartermasters’ bids, to whom the 
bid was awarded, the amount of the bid, and so forth, could contact 
the Chicago quartermaster, and he personally would assure them that 
the information would be immediately given as soon as the bids were 
awarded. 

Mr. ScHornrevp. Our a brought that information 
back, that is very true, yes. We had that. He said, I believe, if you 


wanted to wire and ask for it that you would get an immediate 
answer. 
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Major Wuarton. That is right. 

Mr. Scuoenrevp. Thank you. 

Mr. Mansrrevp. Now, the first witness this afternoon will be Mr. 
J. M. Wilwerding. 

Is Mr. Wilwerding in the room? Evidently he is not. 

How about Mr. J. Helgerson of the Pacific Radiator Shield Manu- 
facturing Co.¢ Evidently he is not here. 

How about Mr. F. A. Johnston, of the Camp Lewis Tent & Awning 
Co.¢ Evidently he is not here either. 

Is Mr. Fetterolf of the Tacoma Chamber of Commerce present? 
Evidently he is not here either. 

Is there anyone else who would like to make a statement at this 
time ¢ 

Mr. Warers. Yes, sir. I have something that I would like to say. 

Mr. Mansrrevp. Will you come forward here, please? 


STATEMENT OF BOB WATERS, REPRESENTING FARWEST 
TRADING CO. 


Mr. Mansrrevp. Will you give the reporter your name, your busi- 
ness, and your address, please ¢ 

Mr. Warers. My name is Bob Waters, and I am president of the 
Farwest Trading Co., Seattle, 209 First Avenue South, Seattle, Wash. 

Mr. Mansrteip. Will you proceed in your own way, please? 

Mr. Warers. My complaint is in the ordinary type of business 
transaction, but a little bit different, with a particular emphasis, if 
possible, on the military Renegotiation Board. Our business is pri- 
marily engaged in the sale of so-called surplus materials. A great 
deal of former surplus has at times become critical. The need for 
some of this is as great as it might have been during the past war. 
In particular does this apply to “Demothballed B-29’s.” Our com- 
pany has also engaged in manufacturing small subassemblies from 
parts other than surplus. 

It is now a matter of policy that all purchase orders issued this 
company from airplane manufacturers, or from the Air Force, for 
such contracts to state: 

This purchase order constitutes a subcontract subject to the provisions of the 
Renegotiation Act of 1951. This purchase order shall be deemed to contain all 
of the provisions and agreements required by section 104 of said act. 

Last month, 2 days before Memorial Day, our company was asked 
if it had or could locate some special-type magnetrons, a radio tube 
used for airplane radar. We were able to locate 25 of the desired 
radio tubes in New York City. The dealer there set a price of $200 
each on the tubes, but when asked if he would guarantee the tubes for 
full replacement if the tubes were found unsatisfactory, the price was 
raised by 25 percent, to which we agreed. The dealer was distinctly 
and definitely told that this procurement was for a Government order. 
Our purchase order confirmation distinctly advised him that all mon- 
eys advanced by us was on behalf of Boeing Airplane or the United 
States. The tubes in question arrived c. o. d. and when tested by 
Boeing for the Air Force none were O. K. 

The New York dealer was promptly advised of the situation and 
all rejected tubes were returned prepaid to him. At that time he 
promptly claimed that either Boeing or the Air Force had substituted 
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imperfect tubes for the good ones shipped by him. When we proved 
that this was not the case, he then claimed that the carrier was to blame. 
When advised that half had been shipped by air and the other half by 
‘ail express—and that it hardly seemed likely that both carriers would 
damage their shipments in toto and that there was no evidence of any 
damage from the outside appearances of the cartons the tubes were 
shipped in—he has still hedged on making repayment as per his 
guaranty. 

As we see it, under the Military Renegotiation Act of 1951, all sub- 
contractors and the firms who supply them are subject to renegotiation 
either for excess profits or for increased monetary reward if such mate- 
rial were furnished at a loss for reasons beyond the control of the sub- 
contractor. However, in this particular instance our attorney advises 
that in order to recover the $6,500 we are out on this particular deal, 
suit would have to be instituted by us in the State of New York. New 
York State is a diflicult place to bri ing suit, not only because of the dis- 
tance involved, but we are told that all too frequently a trial is set and 
when the plaintiff arrives in that State the date is moved up 2 weeks 
and that such a see-saw sometimes continues until the plaintiff is worn 
down. 

Our problem, then, in a nutshell, because we believe this dealer to be 
unethical, has violated the Federal Trade Act, rules of the interstate 
commission, may be penalized by the Military Renegotiation Board, 
and certainly is guilty of both unethical business procedure, and has 
not fully cooperated with the national defense effort of the United 
States is to seek a redress in the Federal courts with venue in western 
Washington where there may be obtained competent witnesses from 
Boeing and the Air Force who made test of the defective tubes shipped, 
or to be able to assign our claim directly to an agency of the United 
States Government for full prosecution and relief. It would seem 
to be a one-sided law that puts the burden of proof on a subcontractor 
but offers no Federal redress against scoundrels of the type described, 
except through the courts of the State of New York. 

Mr. Daimas. Mr. Chairman. 

Mr. Mansriecp. Mr. Dalmas. 

Mr. Datmas. That problem the committee has never gone into, Mr. 
Chairman, and it is one which involves a controversy which must go 
to the courts. The committee has not either acted as an advocate or 
in any capacity in a situation like that, unless there was a showing of 
injustice on the part of one of the Government departments toward 
the man involved in the controversy. 

I really cannot offer any suggestion as to what we might do toward 
being of help. The Military Department might have some w ay of 
helping } you work this thing out. 

Mr. Mansrievp. Major, w vould you care to comment on renegotiation 
of defense contracts, as it might be applicable to this case? 

Major Wuarron. No, sir; I am afraid I am not qualified to com- 
ment on the Renegotiation Act itself, but I am wondering if, since 
this is a matter between firms in different States, it cannot be tried in 
a Federal court. 

Mr. Warers. Well, maybe Mr. Jackson could help us. 

Mr. Jackson. Of course, venue would be in New York. 








2432 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Major Wuarrton. But it could be tried in a Federal court in this 
part of the country? Couldn't you ask for a change in venue? 

Mr. Jackson. Well, because he would be the plaintiff, he would be 
suing, so that the venue—you can sue on diversity of citizenship; which 
gives the Federal court jurisdiction, but that would be a Washington 
corporation suing a New York corporation, and you could get into the 
Federal court on diversity of citizenship, but the venue, the place in 
which the trial would be held, would be in New York, so it would not 
make much difference. I mean, he could either, on diversity of citizen- 
ship as a grounds of jurisdiction in a Federal court have that upheld, 
or he could go into the State of New York and sue. 

But I think, Mr. Waters, your problem is primarily one of existing 
law and that it is a court procedure, something which this committee 
could not be of any great help to you in. 

The problem you have presented is a problem of hardship that exists 
in many lawsuits, but there is a reason for the rule. The rule is based 
on experience, just like all law is based on two things, on logic or 
reason, and experience, and that is, that if you did not have some such 
rule people could go around suing other people and hale them into all 
sections of the United States, you see, and make them defend them- 
selves. I mean, there is a reason for it. 

Mr. Warers. Well, supposing we sold them at too high a profit, and 
then the Renegotiation Act would have come along and eliminated our 
profit, except maybe for 10 percent. 

Mr. Jackson. You are presenting a hypothetical situation now. In 
this concrete situation which has been presented, there is no problem 
of renegotiation, because there isn’t any profit, and B, the problem 
that you present is a legal one which this committee could not afford 
you any relief on, and it would involve a change in the basic law of the 
land on venue of a civil action either growing out of diversity of 
citizenship, or a suit by one citizen in one State against a citizen in 
another State. 

Mr. Mansrtetp. Do you recall out of what committee the Rene- 
gotiation Act came / 

Mr. Jackson. The Committee on the Judiciary; that is my 
recollection. 

Mr. Mansrtetp. Do you think it would do any good to refer the 
statement to the House Judiciary Committee on our return? 

Mr. Jackson. Well, I think that we could have them look into the 
thing, but I must confess, in all honesty, that I do not think Congress 
would change the law, that is, relating to venue of a lawsuit, but I 
think it is something that the staff could check on. It may be that 
the Judiciary Committee could check ard see if there is some other 
relief that could be afforded to you. 

Mr. Warers. I am assuming that there was a question of excess 
profits for a company, and at the end of the year we would have to 
show this as a loss, and they would have to substantiate that, or some 
other way of investigating it anyway, and if this particular firm is 
taking advantage of the situation—— 

Mr. Jackson. Well, you won’t have any trouble, I don’t think, in 
showing a loss there, will you ¢ 


Mr. Warers. Well, no. 





we 
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Mr. Jackson. I am not an accountant, but I don’t think you would 
have much trouble in satisfying the income-tax people on that point. 
Mr. Damas. There is one thing here, before you can renegotiate, 
the Government would have to accept something. In this case, they 
have rejected the material, so there is really nothing to renegotiate. 

Mr. Jackson. There was never a contract. 

Mr. Dauaas. There was never a contract consummated. 

Mr. Jackson. So you are really into a matter of a private lawsuit, 
I think, Bob. Now, I am just offering my gratuitous advice, but I 
don’t see how, offhand, the committee could, unless some of the men 
on the staff could do something, but I do not see how this committee 
could take jurisdiction of the matter. 

Mr. Mansrie.p. I would be prone to agree with those who have 
spoken before me, and it does look extremely difficult for you, even 
though right is on your side. You are out $6,500, and the other 
company is ahead that much, and they have got their original 
materials. 

All the committee can promise you is that it will call your testimony 
to the attention of the House Judiciary Committee, and urge that 
it go into it and see what can be done to alleviate the situation. 

Something may come of it, and something may not, but that is about 
as far as we can go. 

If anything comes up in the meantime, which would give promise 
of assisting you, you may rest assured that we will do what we can 
to help. 

Mr. Damas. We might also refer to the subcommittee of the Armed 
Services Committee of the House, chairmaned by Congressman 
Hébert, of Louisiana. 

Mr. Warers. I have another problem in connection with our 
manufacturing. At one time it looked as though certain keymen 
might be retained and not drafted immediately for that, and then 
we find that so far as the airplane industry is concerned, so far at 
least, there are no exemptions. 

Mr. Jackson. Of course, under existing law, as you know, the local 
draft boards have the final determiniation or make the final determi- 
nation on the question of deferments, and everybody wants authority 
taken away from Washington and delegated to the communities, and 
Congress has: done that in the case of the Draft Act, and the draft 
board can determine whether a person is essential in a given industry, 
and their decision is final. I mean, you can appeal to the State 
director, but unless there is in effect a manifest abuse of discretion on 
the part of the draft board, I do not believe that there is anything 
that can be done about it. 

Your local draft board, in this particular case you are referring to, 
would have the entire say on it. 

Mr. Warers. Thank you. 

Mr. Mansrrecp. Thank you, Mr. Waters, very much. 

Our next witness will be Mr. McAdoo. 

Before you proceed, Mr. McAdoo, I have a note here that Mr. 
F. A. Johnston, of the Camp Lewis Tent & Awning Co., located at 
1107 First Avenue, Seattle 1, Wash., has submitted a letter which will 
be incorporated in the proceedings at this point. He will not appear 
in person, so this letter may be made a part of the record at this point. 

(The document referred to is as follows :) 
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Camp Lewis Tent & AWNING Co., 
Seattle 1, Wash., July 3, 1951. 
SEATTLE CHAMBER OF COMMERCE, 
Industrial Mobilization Committee, Seattle, Wash. 
(Attention of Mr. Bill Golden.) 

GENTLEMEN : Supplementing my letter to your department of April 5 to which 
was attached a copy of a letter written to Hon. Hugh B. Mitchell, Member of 
Congress, we wish to state that conditions are the same as outlined in that letter. 
We are still bidding on Government contracts for the national defense, but to 
date have been unsuccessful in securing any of the bids. We refer specifically 
to an invitation to bid from the Navy Purchasing Office in New York, invitation 
No. 8523, for the delivery of 113,820 Navy sea bags to the naval supply center 
at Stockton, Calif. 

Our bid on this was $1.24 per bag, f. o. b. our shop, whereas the lowest bidder 
Was a company in Winston-Salem, N. C., who bid 63 cents per bag f. o. b. shop. 
This is the nearest we have ever come to the low bidder, and you will note 
that the low bidder was from the southeastern section of the country, which 
has consistently been among the lowest bidders. In the same bid we note that 
a company in Boston, Mass., bid 65 cents for the same commodity, and one in 
Jersey City bid 6834 cents. This has been the general pattern ever since we 
started bidding on Government textile orders coming out of the New York office. 

As of this writing we have on our desk three invitations to bid—one for 540 
15- by 15-foot tarpaulins to be delivered to the naval supply depot, pier 91, Seattle, 
one for 90,000 sea bags to be delivered to the naval supply depot at Clearfield, 
Utah, and one, which among other destinations, includes some 1,600 16- by 16- 
foot wall tents to be delivered to Lyoth, Calif., and Auburn, Wash. We shall 
bid on these as a matter of policy, but under the present set-up we have no 
reason to expect to be the successful bidder. 

As pointed out in my previous letter to Congressman Mitchell, if it were 
possible to break up the invitations to bid by the competitive sections of the 
country we would have a much better chance of being a successful bidder. I 
wish to reiterate the suggestion, and feel if we were allowed to bid competitively 
against the companies of the Northwest, or even the entire Pacific coast, that 
we could be a successful bidder on a number of the invitations. 

I trust that some solution to the situation can be evolved from the meeting 
to be held today. 

Very truly yours, 
F. A. JOHNSTON. 


Mr. Mansrtevp. All right, Mr. McAdoo. 


STATEMENT OF BENJAMIN F. McADOO, REPRESENTING SMITH, 
GANGUS, McADOO, CUMMINGS & ASSOCIATES 


Mr. Mansrtevp. All right, Mr. McAdoo. Will you give the re- 
porter your name, your business, and your address, please ? 

Mr. McApoo. My name is Benjamin F. McAdoo. I am a repre- 
sentative of the firm of Smith, Gangus, McAdoo, Cummings & Asso- 
ciates, an architectural firm. 

Mr. Mansrrevtp. And the address, Mr. McAdoo. 

Mr. McApoo. I am sorry, Loehman Building, Seattle, Wash. 

Mr. Mansrrevp. Proceed in your own way, sir. 

Mr. McApoo. Our problem is one of securing various architectural 
contracts that are being let at present by the Army engineers by the 
Navy, and I believe by the Air Force. However, the Air Force hap- 
pens to be one that we have not checked into as yet. 

Mr. Jackson. The Army engineers, I think, handles all the work 
for the Army Air Force. 

Mr. McApoo. Our organization was formed about September of 
last year, with the purpose in mind of securing this work, which we 
understood would become more permanent as the defense effort gained 
momentum. 
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We found that because of our size as individuals, we were not able 
to get some of the larger jobs, and we thought through forming a 
joint venture and pooling our resources, that we could then approach 
the departments responsible for giving out this work and qualify for 
getting some of this work. 

We went about that by preparing brochures describing our expe- 
rience, the work that we had done to date, the total amount of this 
work, and the type of work, and we approached various offices in the 
local branch of the Army engineers, a Mr. Charles is one man we 
contacted, and an officer—and I happened not to be in the group that 
made this contact—but an officer named Loughran who is also in the 
local branch of the Army engineers. 

We understood there was a considerable amount of work that was 
being let in Alaska in the way of architectural contracts, and we would 
be desirous of getting some of that work, although we made no condi- 
tions, we would accept a contract wherever one happened to be avail- 
able. 

We also contacted the Navy at Sands Point. To date, our efforts 
have resulted in not receiving any work, and we have done everything 
that we can see that it is necessary to do in order to qualify. 

We have found this in our experience, and that is that unlike the 
awarding of contracts for manufactured goods, there is no informa- 
tion available when a particular architectural job is going to be let, 
and after it is let there is no great publicity given it, although it may 
be mentioned casually in some publication as to who received the 
award. 

Of course, then it is too late, and our problem seems to be one of 
being able to compete in the open market with the rest of the firms 
for this work. 

And now, we are not by ourselves. We are small-business men. 
However, there are other small-business men of our capacity who are 
experiencing the same thing. 

There are firms, however, in town, that I consider large firms, who 
have an abundance of work. One firm in particular, as an example, 
has so much work that they have just about hired all of the graduating 
class of the architectural department from the University of Wash- 
ington. 

In fact, I had a man all lined up to go to work, to put on my 
staff, and this firm was able to pay him a lot more. He was worth more 
to them than he was to me. They had to hire additional men and 
rent loft space in an abandoned school building, so on the one hand 
we find them overcrowded with defense work, and on the other hand 
you find organizations such as I represent, with the qualifications for 
doing the work, with the resources for handling the work, and still 
not being able to get it. 

We have taken up this problem with the present head of the Ameri- 
‘an Institute of Architects, and we understand that he has approached 
some officials in Washington. We are not exactly sure just who those 
particular people are, but we want to know, if we are going to con- 
tinue to get the run-around, as it seems we have in the past, and if that 
is going to happen we will have to make some other arrangements, we 
will have to fold up and close our office and lay off the draftsmen and 
go to work for somebody else. 
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But if there is a possibility, and we feel there should be, of our 

‘tting some of this defense work, this architectural work that we 
aa we can do, then we want to get it. We want to do a good job. 

Now, this perhaps is not pertinent—well, I think it is—I might men- 
tion that at the present time regulation X has been hurting us. We 
are small architects and our practice is dependent, our peacetime prac- 
tice is dependent mainly, on small commercial buildings, residences, 
churches, and various apartment houses and various other types of 
buildings of that nature, and regulation X, which has limited credit 
restrictions, has resulted in a serious curtailment of that type of con- 
struction. 

That is one reason why we are trying to get into this defense work, 
because we can see the handwriting on the wall, and we know that it 
is not going to be very long before that particular type of work is 
going to be completely dried up. 

I find that regulation X has created a considerable hardship on some 
of my clients, whereas they formerly had to have a certain amount of 
money they now find that they have to have about twice as much in 
order to build the same house, and the average home builder, say in the 
$15,000 to $20,000 class, just does not have the additional money neces- 
sary fora down payment. That is not only hurting us, as architects, 
but it is also hurting the building industry as a whole. 

I personally have lost two clients within the last month. We have 
gone through all of the work, through the drawing stage, and speci- 
fications, and we have approached the banks and we find out that 
whereas normally under HLA insured loans they could get 80 to 85 
percent, they now can get only 60 percent, and the difference is too 
great for them to handle. 

That. is aside from the main issue, which is the problem of securing 
defense contracts of an architectural nature. 

Mr. Mawnsrtevp. Mr. Jackson. 

Mr. Jackson. As I understand your problem, Mr. McAdoo, it is 
that in most defense procurement it is on a competitive bidding basis. 

Mr. McAnoo. That is right. 

Mr. Jackson. And the procurement of professional services, such 
as you have to offer, and other architects and so on, these firms are 
hired on a selected basis. 

Mr. McApoo. That is right. 

Mr. Jackson. What you would like to know is how did they select 
them. 

Mr. McApoo. That is right. 

Mr. Jackson. I have wondered about that myself, and maybe there 
is someone here, Mr. Chairman, who could comment on that matter, 
because I have had a lot of inquiries from the architects in the area 
about that problem. 

I think maybe Colonel Buehler could give us some help on that. 
Colonel Buehler, Mr. McAdoo has raised a question about himself 
and three or four other associates of an architectural firm, and he 
was inquiring of the committee as to the procedure that is followed 
in selecting architects for certain defense work. 

We have mentioned that in most procurement work, that is handled 
on a competitive bid basis. Obviously, in the employment of pro- 
fessional services you have to have other standards, and I think it 














SMALL BUSINESS AND THE NATIONAL EMERGENCY 2437 


might be helpful if there was some general] statement given as to the 
procedure and policy followed. 

Colonel Buenter. I might cover that briefly, in that architects and 
engineering contracts always must be negotiated, because they are not 
susceptible of advertising on a competitive bidding basis, and that 
the architect—engineers, speaking now for the Corps of Engineers, 
I don’t know the basis on which the Navy does it 

Mr. Jackson. Pardon me. You represent or act for the Army 
and Air Force and the Navy handles their own? 

Colonel Buruter. For all new construction, the design that cannot 
be accomplished by our own district forces. We operate on a certain 
level, so that the peaks are taken off by architect-engineers, so that 
we don’t build up a large organization, and then have valleys, where 
we have been sitting around idle. 

Architect-engineers are selected, in my case, for the construction 
work of the Cascades in Washington and Oregon, on the premise that 
within the locality where the structure is to be built, we look first in 
that locality to select firms which have the capability, the force, the 
background, the experience, and the capital, that we feel will allow 
them to be able to handle that particular job. 

We nominate to our division engineering office a selection of firms 
for each project that we proceed to do by architect-engineering service. 

In this case particularly, because of the heavy workload in Alaska, 
who must draw on this same Northwest area in competition with us, 
when we are not coordinated, those are then reconciled at division 
headquarters in Portland and there is a difference for work in Mon- 
tana, Idaho, and eastern Washington, and the Seattle district, and 
they are then told which firms whose qualifications have been reviewed 
to see that they can do that job in the time allotted for the design, 
und we then are told who is approved as the first selection, the second 
selection, and the third selection. 

Then the first one selected is called in, a Government estimate hav- 
ing been prepared, as to the man-hours of labor, the number of draw- 
ings, and all that is involved in that contract, so we have an estimate 
of what we expect to pay, and the criteria is laid out to the engineer, 
- he goes back, develops his company’s proposal, and comes in 
with it. 

If it is accepted, then he is asked to review that in the negotiations. 
Of course, he might point out something in the negotiation which we 
have missed, and our estimate may have to be revised. If we find we 
cannot come to an agreement, we dismiss this architect-engineer and 
call the second one in, and that is the process followed, until we arrive 
at a price with the Government’s interest protected. 

Mr. Jackson. In other words, you send in a sort of panel to select 
from. The firms then really submit an estimate or proposal as to 
what it would be dollars- and cents-wise ? 

Colonel Burnter. Not until they are called upon to negotiate. 

Mr. Jackson. That is what I mean. After you get down to the 
elimination point, where you will call them in in numerical order ? 

Colonel Burentrr. You only ask the first one first. He has been 
selected as the most capable of performing the desired work of the 
quality we require in the required time. 

Mr. Jackson. And you ask him for an estimate as to what he will 
do the work for, or do you suggest a price? 
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Colonel Bugnter. We lay out the criteria of what has to be devel- 
oped, and he submits a proposal without knowledge of the Govern- 
ment estimate. In that respect it is similar to competitive bidding. 

Mr. Jackson. That is what I was leading up to, so you get around 
to the price where you have at least an element of competitive bidding. 

Colonel Burner. That is right. We do not exceed our Govern- 
ment estimates on competitive bidding. And sealed bids I can award 
up to 1) pecent of the Government estimate on that basis. 

Mr. Jackson. I do not want to get off on a collateral issue, but 
while the chairman is here, I was going to inquire whether on an 
award on a competitive-bidding basis, when you require a performance 
bond—-I was going to ask you whether you do require a performance 
bond. 

Colonel Burucer. That’s right. 

Mr. Jackson. That is standard practice in connection with the 
award of a contract, to make sure that the Government will come out 
whole, once a contract has been entered into? 

Colonel Burnier. Well, in 9 months I have had only one instance 
where I had to use it, where the contractor skipped out on me, and 
the bonding company made up the difference over what we had to 
pay to get the work done. 

Mr. Mansrievp. Mr. Riley, do you have any questions ? 

Mr. Ritey. No questions. 

Mr. McAnoo. I do not have any direct exprience—— 

Mr. Mansrietp. Mr. McAdoo, is this question directed to Colonel 
Buehler / 

Mr. McApnoo. No; this was to you, actually. 

Mr. Mansrievp. All right. 

Mr. McApoo. I understand that, let’s see, how will I word it; you 
brought it out a little earlier in the session, that Charles Wilson feels 
that the larger corporations are the ones to handle the jobs because 
they have the facilities, and they can get it done right now, so that 
necessarily is going to make the defense program run smoother. 

And I feel, on the basis of what has happened in the past, that that 
same attitude is shared by the Army engineers and by the Navy, 
too. We feel it, either rightly or wrongly, that it is for you to de- 
cide, but we feel that in many instances firms such as I represent are 
overlooked because the awarding officer thinks that we are an un- 
tried quantity, and the other firms are, at least the larger firms, ones 
that have already done some of this work, and they have done work 
of such magnitude, and if anything goes wrong, or there is less chance 
of something going wrong by going along with a firm of that nature, 
rather than one such as I represent. 

We do have several answers to that one, and one of them is that 
all of us have at one time or another worked in offices where the 
burden of the responsibility was on us to get this work out. It was 
not on the men whose names appear in it as the owners of the organ- 
ization, and we have no doubt in our minds that if we are given the 
opportunity we can do the work. 

It is always a matter of coming back, like when we all started prac- 
ticing, we had to get a job to begin with in order to show people what 
we could do. We feel that so long as this attitude of only using what 
they feel are a known quantity, that things are not going right. We 
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feel that so long as they do that the unknown quantities in the industry 
who may be of much service will never be used. It results in a crowd- 
ing of schedules of the big offices, and it will actually result in 
inefliciency rather than efficiency. 

Mr. Manesrrecp. You say that at least one architectural firm has a 
tremendous backlog and is hiring people from you and other people. 

Mr. McApoo. That is true. And I can substantiate that. 

Mr. Mansrietp. Colonel, what would you have to say to that ? 

Mr. Jackson. Mr. McAdoo commented before you came in on the 
fact that one firm has so much Government business that they have 

taken over practically all of the graduates in architecture from the 
University of Washington this year. 

Colonel Buenier. That is probably the reason why I cannot get 
any others myself. 

Mr. Mansrietp. I was not referring particularly to that. 

Mr. McAnoo. That was the firm. 

Colonel Burnier. I cannot answer specifically as to his firm. I 
must have at least 200 on file there, but as to the statement that only 
the larger firms are getting the contracts, I can disagree and pro- 
duce the record to show where I use the small contractors from 
Tacoma to Portland in the Seattle area since the work has been 
restricted since April to this side of the mountains, only by checking 
into it would I be able to find out why the reasoning behind it, if they 
have been considered, or not, I don’t know. I could not even answer 
offhand as to whether he has an application on file. 

Mr. Jackson. I was just going to make this comment, Mr. McAdoo, 
that you have a lot of small firms like yours and that of your partners. 

Mr. McAnoo. Yes, sir. 

Mr. Jackson. In this area, is that right ? 

Mr. McApoo. That is right. 

Mr. Jackson. And the question has occurred to me whether there is 
enough business to take care of all of these people, in other words, even 
if you rotated it. What sort of a standard are you going to follow in 
trying to get a lot of little firms into this business of assisting in design 
work for the Government? Do you see what I mean ¢ 

Mr. McApoo. Yes. 

Mr. Jackson. There are a lot of firms similarly situated, and I was 
just wondering how—maybe in some cases, if they could rotate the 
work, that-is, in smaller jobs, so that it would be work that you folks 
could handle, because after all, the only way you can build up your 
record is to actually do certain jobs. 

Mr. McApoo. That is right. 

Mr. Jackson. And you belong to the American Institute of Archi- 
tects, do you not ¢ 

Mr. McApoo. Yes, sir, we all do. 

Mr. Jackson. And you have a local chapter here? 

Mr. McApoo. Yes. 

Mr. Jackson. Maybe you can all get together and discuss this 
problem of the small firms that are trying to get under way, and I 
am sure that Colonel Buehler will be most cooperative in working 
with the society and try to give some of the young firms a chance at 
this business, and maybe on a rotation approach. I mean, where they 
meet all of the other qualifications, because I know this question has 
come up many times before, and I can see both sides of this thing. 
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It is a very difficult program to administer. I would like to suggest 
that through your society you might be able to work out a program 
whereby some of the smaller firms can be used, even when as a firm 
they have not handled large jobs, but individually om A have worked 
for large firms and have been on jobs of a substantial nature. 

So that collectively they can do a good piece of work for the Federal 
Government in that way. 

Mr. McApoo. That is right. 

Mr. Jackson. I am sure that Colonel Buehler would be glad to 
meet with some committee from your local chapter. 

Colonel Buruter. Yes, I will be happy to do so. 

Mr. McApoo. There are those added considerations of the me- 
chanical, electrical and sanitary, and all those others that the small 
architect has in approaching one man looking for a job. He has to 
locate the mechanical and other people, because there is so seldom 
anything you can design that falls within the field of architectural 
engineering, without having the other facilities. 

I have an architects license in Oregon and Washington, and in- 
cluded in the associates of our firm are the structural, mechanical 
and electrical ends. We have them all. 

Colonel Burner. Yes, I see. 

Mr. Jackxson. Mr. Chairman, if I may suggest, and I am sure 
that Colonel Buehler would be glad to do so, I would suggest that 
Colonel Buehler talk to Mr. McAdoo and one of his associates here. 

Mr. Mansrretp. Yes. 

Mr. Jackson. And that he do that today, and maybe they can 
work something out. 

Mr. Mansrievp. I might say that this is not a local program only, 
because I have had some trouble with architects of my own in 
Montana, trying to get them in on Government contracts, and so far 
I have only met with middling success. But the committee thinks 
that if you would take Congressman Jackson’s suggestion back to 
the local chapter of the society, and also have a visit with Colonel 
Buehler as soon as you can, that that might be the best way for you 
to overcome the problem. 

Mr. Jackson. He will be happy to talk to you today, I am sure. 

Colonel Buruter. Certainly. 

Major Wuarron. Might I ask a question? Are you listed with 
the district public works office of the thirteenth and seventeenth 
naval district? Seattle is 16, and 17 is the one I understand which 
covers the others. Did you list yourself with both of them? There 
is one of those that covers Alaska. 

Mr. McApoo. There is one member of our firm responsible for 
that who is not here, but I know that we all filled out applications 
or forms which we sent. Did you say to the Commissioner of Public 
Works? 

Major Wuarrton. District Public Works Office for the Navy. 

Mr. McApoo. Well, there is a Public Services in Washington, or 
General Services. Well, we did fill out their form, but that is 
different. 

Major Wuarron. That is different. The Navy has two offices here, 
and the thirteenth naval district is listed here, and if you stop over 
when we get through I will give you both addresses, both for the 
thirteenth and the seventeenth. 
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Mr. Jackson. How about Captain Eberhardt ? 

Mr. McApoo. I know we have contacted him. 

Mr. Jackson. Do you have the one for Alaska ? 

Mr. McApoo. No; I do not. 

Mr. Mansrrewp. Mr. McAdoo, could you and your associate meet 
with Colonel Buehler this afternoon ? 

Mr. McApoo. Yes; wecan. Thank you very much. 

Mr. Mansriexp. All right. Now, we will call Mr. May. 


STATEMENT OF STERLING W. MAY, REPRESENTING 
STACK STEEL & SUPPLY CO. 


Mr. Mansrtevp. All right, Mr. May. Will you please give your 
name, your business, and your address to the reporter. 

Mr. May. Yes, sir. It is Sterling W. May, and the company is 
the Stack Steel & Supply Co., 500 Lander Street, Seattle 4, Wash. 

Mr. Mansrtevp. Before you start, may I ask if you are represent- 
ing Seattle Steel as well? I have three names, Case, Hughes, and 
May. 

Mr. May. No, sir; I have no connection with the other company. 

Mr. Mansrtevp. O. K., Mr. May, proceed. 

Mr. May. My being here today is as the result of a letter our 
company wrote to Manly Fleischmann, Director of the NPA in 
Washington. 

Our complaint, as the result of this letter written in April, was 
due to the fact that we felt that the steel allocation to our warehouse 
of 85 percent of the tonnage we received in the first 9 months of 1950 
was not fair. In looking over the percentages and figures we have 
gathered, we find that the national average of steel received in steel 

yarehouses in the United States in the first 9 months of 1950, as 
compared to what they had received—now, there is only a variance 
of a half of 1 percent, where we are losing almost 25 percent of our 
steel tonnage. 

Now, I have a letter whieh I would be very glad to submit, if the 
committee would like to look at it. 

Mr. Mansrievp. Without objecting, that letter will be made a part 
of the record. 

(The letter, dated April 6, 1951, referred to above, is as follows :) 

Srackx Sreet & Suppry Co., 
Seattle, Wash., April 6, 1951. 
Mr. MANLY FLEISCHMANN, 
Director of NPA, Washington, D. C. 

Dear Sin: Under NPA Order M-6, amended, dated March 15, 1951, a steel dis- 
tributor is entitled to 85 percent of the ayerage monthly tonnage of each carbon 
steel mill product shipped to him based on the base period of January 1, 1950, to 
September 30, 1950. 

That, we believe, is a fair and equitable system to apply to the United States 
as a whoie; however, the Pacific Northwest suffers unjustifiably in this case and 
we are applying for relief in the form of a 25-percent increase in our quotas from 
our suppliers and request that you give us authorization or you direct them to 
do so. 

Business conditions were in a very depressed state the first part of the year, 
due a great deal to the most severe winter on record in January and February, 
which stopped all construction work. 

Sales from distributors’ stocks were very low for the first 6 months; therefore, 
shipments from mills to warehouses were very low, as they are regulated entirely 
by sales. Shipments from mills were further curtailed due to the necessity of 
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cutting down heavy inventories carried over from the good conditions prevailing 
in 1949. 

The average of shipments from mills for the first 6 months was almost 50 per- 
cent less than the average for 1949. They picked up in July and August, but 
the average for the 8 months was still about one-third less than 1949. We, there- 
fore, feel that this territory should be given special consideration to the extent 
of setting our allocation on the average of 1950 instead of the first 9 months of 
1950. 

In substantiation of this request, we are submitting the following figures 
which were supplied to us by the Seattle office of the United States Department 
of Commerce, and a record of shipments to us for the year compared to the first 
9 months of 1950. 


Vew construction activity and construction materials 


Percent of increase 


United States! State of 


over all Washington 
First quarter, 1950 +14.3 —21.7 
+20.9 —1.6 


Second quarter, 1950 


Carbon steel shipped to warehouse from mills 


Monthly average based on Percent 


. ra) > ; j se 
Entire year de . M ©, naan sane eerie ap ren . 
1950, 4 base period 12-month 
—. first 3 eed ia “ q average 
quarters quarters Ye area eins abl over 9 
- months 
Nation: In tons... aad 6, 084, 899 4, 534, 499 507, 075 503, 833 0. 645 
Our company | 
In pounds 6, 930, 650 4, 160, 886 577, 5300 462, 320 24. 91 
In tons 3, 465 | 2, O80 289 _ gs eeerew js 


National figures procured from the American Steel Warehouse Association. 

In view of the above facts, we respectfully request that an increase be granted 
us and to begin with mill shipments starting in July 1951. 

Yours very truly, 
STack STee. & SuPPLy Co, 
By Harowp E. Stack, Vice President. 

Mr. Mansrievp. All right, you may continue. 

Mr. May. All right. We find that in the State of Washington, 
particularly here in the Northwest, during the first 9 months of 1950, 
in the building and construction business, that it was at a lower ebb 
than it was for the rest of the United States, and when the NPA set 
up their base period and the allocation of steel tonnage was made, 
they used that first 9 months to supply us with steel under the M-6 
Regulation. 

Now, naturally, in the last year, since the beginning of the Korean 
conflict, steel has been at a premium, particularly here in the North- 
west, and we have a little different situation. We have five large 
steel warehouses operating in this area supplying the greater part of 
the State of Washington with steel. This does not include steel fab- 
ricators or those that buy their steel direct from the mill, but we do 
have an obligation in this community and in this State, and most of 
the users of the steel look to the steel warehouses for their raw ma- 
terial. 
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Now, we supply steel, as do the other steel warehouses, to the defense 
agencies in this area, the shipyards, the Army engineers, the Alaskan 
‘ area, and when we do not have steel in our warehouse we cannot take 
care of them. 

I know for a fact that we, as well as the other steel distributors in 
this area, many times have been on short notice and they had to obtain 
steel. Right now they could not wait, and it has cost the Government, 
I know, a great deal of expense in calling all over the United States 
trying to find this and that, and we just feel that we are not getting 
enough steel. 

Mr. Mansrievp. Mr. May, that is the crux of your problem ? 

Mr. May. Yes, sir; that is right. 

Mr. Mansrietp. Now, is Mr. Case or Mr. Hughes here ? 

Mr. Case. My name is Case. I am here. 

Mr. Mansrtexp. Is the testimony to be presented by Mr. Case and 
Mr. Hughes somewhat similar to that which is now being enaied 
by Mr. May ¢ 

Mr. Case. That is right. 

Mr. Mansrietp. Then the committee would suggest that you three 
gentlemen meet with Mr. Tackle and Mr. Bartlett and see what can 
be done to alleviate your problem, and if you will do that right away 
I think it would be siiviseble. 

Mr. Bartlett, will you bring that letter back for incorporation in the 
record ¢ 

Mr. Bartterr. Yes. 

Mr. May. Thank you very much. 

Mr. Mansrievp. Our next witness will be Mr. Ed Flohr. 


STATEMENT OF ED FLOHR, REPRESENTING FLOHR & CO., METAL 
FABRICATORS, SEATTLE, WASH. 


Mr. Mansrtetp. Will you please give your name, your business, 
and your address to the reporter. 

Mr. Frour. My name is Ed Flohr, and the name of the company 
is Flohr & Co., Metal Fabricators, 3920 Sixth Avenue NW., Seattle, 
Wash. 

Mr. Mansrietp. You may proceed, Mr. Flohr. 

Mr. Frour. Well, we have a couple of little gripes to put out, and 
one is that we are subscribers to a service in Washington from which 
we obtain these inquiries from day to day as they come out for our 
particular line, namely, metal fabricating, but we find that the quan- 
tities are so large, and the delivery so urgent, that generally we have 
to pass them up. 

1 am wondering whether there is any way in which those procure- 
ment agencies back there could split the quantities desired, so that the 
smaller a would have a chance to quote on them. 

Mr. Mansrrecp. Let us ask Major Wharton for her comment on 
that particular question. 

Major Wuarron. Mr. Congressman, that is one of the problems 
which the Munitions Board has been studying, and a recommenda- 
tion which was made at a very recent Munitions Board meeting was a 
suggestion that has constantly been brought up in the Munitions 
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Board meetings that the purchasing officers be empowered to break into 
smaller lots some of the procurement. 

It probably is mandatory that they have them immediately, yes, on 

‘very short notice, but there is an attempt now being made to break 
them up into small enough lots so that smaller businesses can partici- 
pate in these procurements. 

Mr. Fiour. That is fine. I noticed in the reports that come back 
from there through this same service, that the letting of these con- 
tracts, or practically everyone of them goes east of the Mississippi. 

I just noticed the other day that one went to Los Angeles, and one 
to St. Louis, and all the rest of them were east of the Mississippi. In 
other words, we people out here don’t seem to be able to get a chance 
at much of that particular work. 

Major Wuarton. May I ask what particular types of fabrication 
you work on ¢ 

Mr. Fionr. Metal fabrication, largely steel plates, steel sheets, and 
light structurals, and things of that kind. 

Major Wuarron. I would like, Mr. Flohr, for you to give us a state- 
ment, if you would write us a statement and send it back to the address 
I will give you, and we will ask that it be taken up before the Muni- 


tions Board. 
Mr. May. I think we have a letter of that kind filed here somewhere. 


Mr. Daumas. Here is a letter right here. This letter may be in- 
cluded in the record. 
(The document referred to above is as follows:) 


Firour & Co. METAL FABRICATORS, 
Seattle 7, Wash., April 19, 1951. 
SEATTLE CHAMBER OF COMMERCE, 
Industrial Mobilization Committee, Seattle 4, Wash. 
(Attention: Procurement Task Force.) 

GENTLEMEN : Replying to your request in your Bulletin No. 4 of April 2, re- 
questing information as to why local manufacturers are unsuccessful in obtain- 
ing defense contracts, although we have been mildly successful in obtaining small 
defense orders from local Government agencies, as well as one larger contract 
from the Navy Bureau of Ships, plus subcontracting on defense work, we assume 
you would still be interested in a few comments on the difficulties existing. 

A serious problem is a matter of time. After learning of an item suitable for 
our facilities upon which bids are being called, there is often not much time left 
to obtain the bid specification and to prepare and mail the actual bid. Further- 
more, upon writing or wiring to the eastern office of the Government agency for 
the bid form, specifications, and plans, on numerous occasions there has been so 
much interest shown by so many bidders that there no longer are specifications 
and plans available for other bidders. It is easy to understand that the urgency 
of delivery, plus the large volume of planning, does not often permit normal time 
for preparations of bids. Also with the tremendous interest being shown by 
manufacturers all over the country in current defense procurement during this 
unsettled, change-over period from normal peacetime operation to a defense pro- 
gram, it is understandable that the Government cannot spend too much money in 
preparing an unnecessarily large number of plans and specifications. However, 
these are both problems and perhaps some improvement could be made to reduce 
them. 

Our main problem has been that the item involves such a large quantity in a 
short delivery period that it would in most cases, require turning over our entire 
plant to the item involved if we were the successful bidder. Short of an all-out 
war or defense program, it is naturally unwise for a local concern to turn away 
all of their normal customers at a period like this and take on a defense item 
requiring perhaps 3 to 9 months to complete, with no assurance or maybe not 
even a possibility that upon completion of the contract there would be further 
contracts to provide continuity of production. To stop all normal business, or 
even 75 percent of your normal business in order to fulfill a Government contract 
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at this time seems to us to be suicidal. With delivery required at various points 
in the United States it seems to us that without much additional cost to the 
Government these orders could be broken down into smaller quantities so that 
suppliers in various sections of the country could handle them very satisfactorily 
at low cost along with their regular work. 


Yours truly, ; 
Fioue & Co. MetaL FABRICATORS, 


Car_Los Fionr, Partner. 

Mr. Friour. There is one other thing that does not seem quite 
fair to me, and that is that a large corporation will have a contract 
on a negotiated basis. Now, they in turn sublet their particular work 
on a fixed price. In other words, they get enough bids, so that some 
fellow makes a mistake, and it does not seem fair to me that a large 
man, who has gotten a job on a negotiated basis, and then turns 

around to the small business fellow and says, “We have to have a 
prime price.” The things don’t seem to jibe exactly to me. 

Mr. Mansrievp. Well, of course, the big fellows get it the easiest 
way and he is making it tough on the little fellow. We feel that 
almost all bids should be put out on a bid basis as much as possible. 

Mr. Dalmas, do you have any comment to make on that? 

Mr. Darmas. The fact that a large contractor asks for bids, you 
say, after he gets a negotiated contract—is that what you said? 

Mr. Frome. That is right. 

Mr. Datmas. He doesn't ask you for a bid before he gets a negoti- 
ated contract ? 

Mr. Fionr. I don’t think he does. 

Mr. Daumas. Well, customarily when a prime contractor goes in, 
even to negotiate, if he has to have the services of a sub, he will get 
some kind of price beforehand and, insofar as I know, there is nothing 
in the law that would prevent him from asking for a bid after he 
gets his contract, whether it is negotiated or otherwise, but even under 
a negotiated contract, in most parts for most procurements, he has 
a firm price as well. 

Mr. Fionr. He has a firm price. 

Mr. Davmas. Yes, his price is only subject to price redetermination, 
if he is found to be in a squeeze, if he is caught in a squeeze. At the 
same time, the subcontractor also carries the price redetermination 
feature in his contract. 

Mr. Fiour. Redetermination? Does that mean either upward or 
downward ¢ 

Mr. Datmas. That means principally upward, if a man is caught 
in a squeeze; under the present law, the Department of Defense has 
the right to redetermine that particular price, within certain limits. 

Mr. Frour. I have understood that, but I have wondered what 
would prevent me from putting in a bid for $100 on a $200 item, and 
then say I should have said $195, because I lost $95? That would be 
pretty bad, wouldn’t it? 

Mr. Datmas. Well, that would be a pretty extreme case, and if 
you found that you had gotten caught in a squeeze to the extent of 
10 percent you might get a chance for redetermination on that basis, 
but you would not have on a 100- percent basis because, obviously, 
that would not be good business. 

Mr. Rinzy. I can think of something further there. The basis for 
redetermination is on an event which transpired subsequent to the 
date on which you submit your bid. 











2446 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Datmas. That is right. 

Mr. Rixey. In other words, you cannot put in a false bid primarily 
to get it, and then say that based upon the facts upon which you made 
your bid that you were off a little bit, and you wanted to change, they 
wouldn’t let you do that. But from the time you submit your bid, if 
events change, then you will have some grounds for a redetermination 
of price. 

Mr. Fiour. Well, some items are new items, and we might figure 
that we can produce an item with $50 worth of labor, and it comes out 
to be $75, and then we are stuck. 

Mr. Datmas. Well, let me warn you to be sure that this price re- 
determination clause is written in your contract by the prime con- 
tractor, and then you will be protected. 

Mr. Mansrtevp. Thank you very much. 

Our next witness will be Mr. Donaldson. 


STATEMENT OF WILLIAM N. DONALDSON, REPRESENTING 
WILSON & HAYES, SEATTLE, WASH. 


Mr. Mansrtevp. All right, Mr. Donaldson. Will you please give 
the reporter your name, your business, and your address. 

Mr. Donaupson. William N. Donaldson, Wilson & Hayes, 1601 
East Lake Avenue, Seattle. 

Mr. Mansrrevp. Proceed. 

Mr. Donaxtpson. Gentlemen, I have listened to a lot of testimony 
here. We all have problems, and I think they are very acute problems. 
However, I have not listened to very many suggestions as to the solu- 
tion of some of these problems, and that is what we are primarily 
interested in, a solution of the problems. 

We all know that we have problems. I think the best way to give 
you our picture is to start at the beginning of our particular case. 
I will say that at the present time we have a contract with the Navy 
for the building of lockers. 

Mr. Mansrrecp. Aluminum ? 

Mr. Donavtpson. Aluminum, that is correct, sir. 

About a year ago the material situation became rather acute with a 
shortage, and I think we were public-spirited, and myself and four 
sons served in the last war, and I have two of them serving now, and 
I think we are all very much concerned about the welfare and security 
of this Nation. I know I am particularly. 

We have never gone into this business with the hope of getting rich 
and making a lot of money—existing, yes—but the principal purpose, 
I believe at this time, and the ultimate answer to peace is the proper 
functioning of all business in this country working together. 

I can see from my observations at the present time that the defense 
program is greatly bogged down. It is pathetic. 

Last October 3 we put our names on several lists to put our plant 
into full operation. tt is small, yes; and we only employ 40 people. 

We came up with a bid for 1,300 lockers. On that bid we saved the 
Government approximately $20,000 over our next highest bidder. 

That bid was awarded to us on the 31st of October 1950. ‘ 

Now, I might bring out this bonding situation, too. After they 
came back and wanted a $20,000 bond, they said that that was the 
difference in the two bids, and that’was all right. Fortunately we 
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were able to post a bond. One of our members is sufficiently well 
off financially so that his signature alone was sufficient for the bond. 

These bonds can be a tremendous kick-back. As an example, we 
have still not got all of the material for finishing that contract, and 
we are still battling for it. 

The Government, if it so desired could impose a penalty on us today 
for default on the contract on the delivery schedule, but they have 
not done it, at least up until now. 

When we submitted our bid, we called up the suppliers of material, 
and they assured us that they could give us delivery in 2 or 3 weeks’ 
time, which was fine, so we submitted our bid accordingly. 

That was on the 3d of October, I believe, or the 6th of October, and 
we were awarded the contract on the 3lst, and placed a firm order 
then. 

The contract called for delivery by the 15th of April. When we 
came to check on our material they pce, us that they probably 
could get material to us in March or April. Well, that left us holding 
the bag. 

We immediately contacted the contracting officer in Philadelphia, 
and through the Naval Inspection Office in Seattle, and apprised them 
of the material situation. 

First we asked for an extension to April 15. Then it developed 
that we were not going to get material until April. Well, it finally 
developed that we ‘did get a “partial shipment on the 23d of February, 
and the next shipment came in in April. The last shipment is on 
its way. 

Three weeks ago, out of 40 men we had to lay off 36 men, so that 
we practically c losed our plant down. 

We were assured that early in July positively and definitely that we 
would get the rest of it. 

Now, last week we got a letter from the suppliers of aluminum that 
we are scheduled for the 22d of August, with no guaranty whatsoever 
that we will get in on that, because Army or Defense directives may 
take it away from us. 

Now, the fact is this: The aluminum suppliers informed us not to use 
our DO number, and then we get it from 30 to 60 days earlier, so far 
as delivery was concerned by a straight commercial order which we 
did. We placed a straight commerci: al order and did not use our DO. 

As a result, we are small business, and we are not in a position 
financially to carry on indefinitely with our plant shut down and the 
fixed overhead going on, such as rent, lights, so on and so forth; they 
all have to be paid. We cannot go on here indefinitely under those 
conditions. 

Now, we do have a plant that can produce. The Chief of the Navy 
Inspectors, I think, is in the building right now, and I think he can 
support me on that, that we can produce lockers, and we are making 
a good locker. We can produce from 40 to 50 lockers a day. 

Now, we are just sitting here and wondering why, to get back to 
material, why it is that every bit of hardware in that locker—we con- 
tacted suppliers for such things as hinges, handles, keepers, grommets, 
and so on, and so forth, and they told us that they would deliver them 
within 3 weeks. All right. But by the time we got our contract they 
quoted us anywhere from 6 to 14 months for delivery of material. 
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As the result, we had to deliver, and we felt that it cost us between 
eight and nine thousand dollars on top of that contract, because we 
had to make our own hardware hinges, and we had to make every 
piece on it. I will defy you to go out here right today—the specifica- 
tions called for a certain type bolt, a 10-point and a 24-point—and I 
defy anybody to go out ond buy one. 

Fortunately, we ran into war surplus, and I was able to pick up 66 
gross of them, which is about 20 gross short, and we will have to sub- 
stitute a different bolt, because you just cannot get them. 

Now, the question in my mind is, What is happening to all of this 
material? In World War II the peak production was 950,000,000 
tons of steel, and aluminum was 50 percent of what it is today. We 
have increased our aluminum production since the end of the war, 
as I understand the figures, about 50 percent. Where is it going? 
What is happening to it? Is it in the hands of the big operators, 
the big dealers ? is it in the hands of the speculators, people who are 
holding it in warehouses for a better price, or what ? 

Mr. Mansrtetp. Mr. Donaldson, where do you think it is? 

Mr. Donaxpson. I think it is in the hands of the big users, and I 
think we are sending too much of it out of the country. That is what 
I think, Congressman. 

Mr. MAnsrFrexp. Specifically, to where and under what program ? 

Mr. Donapson. Under the program of European recovery—under 
the European Recovery Act, for one, where 25 percent, as I under- 
stand it, of our entire production is under the adeete Recovery 
Act, and a percentage of our aluminum. 

Now, another thing that I am interested in and concerned about is 
where this defense program is going today and why it has bogged 
down tremendously. We are building a stockpile in this country. I 
don’t know what for. I have not been able to get it through iy dana, 
and I have found no one who can explain it tome. When you men- 
tion “stockpile,” do it in a low voice, because those are forbidden words. 
Don’t use the word “stockpile,” because you cannot touch that. 

I understand that 13 percent of our production is going into stock- 
piles in the form of extrusions and shapes, and so on and so forth, on 
defense orders at the present time, and I have been informed several 
times that the CMP is definitely going to change all of this and elimi- 
nate it. I don’t believe so; I don’t believe it at all. I cannot see where 
that can be accomplished. 

Mr. Mansrrecp. What you have had to say, Mr. Donaldson, is very 
interesting, indeed. 

Mr. Dalmas? 

Mr. Damas. Well, we have had a great deal of testimony, as you 
know, Mr. Chairman, that indicates the truth in several particulars of 
what Mr. Donaldson has said on aluminum and other commodities. 
As you know, we found chemicals, steel, aluminum, copper, and many 
other commodities in the hands of black marketeers, so-called, or at 
least in irregular markets at higher prices, and one of the questions 
that the committee has been trying to find the answer to, Mr. Donald- 
son, is the very one that you pose, as to where all of this material is. 

We are told that there is a certain percentage of steel that is going 
to the military, and a certain percentage of it is going into the car 
program, and ore-vessel program, and so on. 
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Then there is a certain percentage of aluminum going into the 
defense effort. As you say, the aluminum production is increasing, 
and it will continue to increase under the present program up until 
the end of next year. 

So we cannot answer your question today as to where all of this 
material is or what has become of it. 

But as the chairman knows, we are trying to find the answer. Your 
testimony helps. We would like for you to help us find the answer by 
telling us of any instances that you might know where material is 
directed into a plant 3, 6, or 12 months ahead of production schedule. 

Witnesses have come before this committee in various parts of the 
country and have told us that a great deal of the material is being 
piled up months and months and months ahead of production 
schedules. 

Now, the National Production Authority is investigating that. We 
annot say whether it is or whether it is not the case, but we are trying 
to find out. 

Mr. Donaupson. I appreciate that, sir, but our problem is still this, 
and as to the answer, I cannot tell you where it is, because I have no 
authority to go into any warehouse and say, “How much steel do you 
have on hand, and how much aluminum do you have on hand?” I 
have no authority to do that. 

But what I cannot conceive of is this: In World War II, with a 
maximum of 95,000,000 tons of steel production per year as against 
125,000,000 today—and we have not yet reached the tempo that we 
reached in production in World War II 

Mr. Mawnsrtetp. Is that correct? Do we have 125 million tons 
production ? 

Mr. Datmas. We do not have that much capacity. 

Mr. Donatpson. I believe within the past 2 weeks that we have 
reached that peak. Yes, sir, that is the figure. 

Mr. Mansrtetp. You say 125 million tons? 

Mr. Donatpson. That is what I read. 

Mr. Datmas. Well, that is in the planning stage. We have today 
in terms of finished steel between 90 and 95 million tons. You cannot 
match your ingot capacity and your blast-furnace capacity with 
finished steel. 

Mr. Donatpson. I will grant you that. 

Mr. Datmas. That is, usable steel: that is around 90 million tons. 
The truth of one thing you said was brought out by a witness down 
in Indiana, who is in the hardware business, and one portion of his 
business was selling fences, or field fence for farmers and to farmers. 

He told us under his present allocation of fence that he was only 
getting a certain quantity, which was 25 percent less than it was at 
the height of World War II. In other words, at the height of World 
War II, when we were in full-scale shooting war, he got more fence 
than he is getting right now under the present program. I don’t know 
how to answer that question. 

Mr. Donatpson. I don’t, either. 

Mr. Datmas. As to why he is not getting as much fence, and we 
are trying to find the answer. 

Mr. Mansrrevp. You mentioned something about the fact that your 
DO was of very little use to you. 

Mr. Donatpson. That is exactly what they told us. 
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Mr. Mansrtecp. What the committee would suggest is that you meet 
with Mr. Campbell right now, and that you go into this in detail 
with him and see what can be done on it. 

Mr. Donatpson. Do you know me, Mr. Campbell ? 

Mr. Campse.t. I am up to date with him. 

Mr. Mansrtevp. I want you to meet with him and tell us what can 
be done. 

Mr. Donavpson. Mr. Campbell has an appointment with us to- 
morrow morning at our plant, in trying to get material. I will say 
that the Department of Commerce, and the Navy inspectors here, have 
been more than cooperative and more than sympathetic in trying to 
assist us. 

Mr. Daumas. These are lockers that go on vessels, are they not? 

Mr. Donatpson. Yes, sir. 

Mr. Datmas. Well, it seems to me that you should be able to get a 
directive to complete these lockers within 15 minutes. 

Mr. Donatpson. That is what I would think. 

Mr. Mansrietp. The committee would suggest that you meet with 
Mr. Campbell now, and tomorrow also, if need be. 

Mr. Dona.pson. We will be very happy to do that. 

There is one more thing that I want to bring up while I am here, 
and that is that our own problem is the problem of every other man in 
our business, in our industry. 

Mr. Mansrtevp. It is industry-wide throughout the country! 

Mr. Donaxpson. That is right. I appreciate that. I would like 
to support Mr. Schoenfeld in his remarks this morning, which he so 
ably put across. 

However, I think there is a solution to that problem, too. 

Now, may I take issue with the major over there on a statement 
that you made? I have been married 40 years, and I should have 
learned not to take issue with a woman, because I almost always lose. 

Mr. Damas. At least, you do so at your own risk. 

Mr. Donatpson. Yes. You stated this morning that the procure- 
ment officer had to, or was compelled by law to take the lowest bid, 
irrespective of anything else. 

Major Wuarton. I am afraid that you did not add the last part, 
“if the lowest bidder met all the requirements, and if he can perform 
the contract.” 

Mr. Dona.pson. Well 

Major Wuarron. That is the way the law reads. 

Mr. Donatpson. Well, there is more to it than that, too, and I will 
still take issue with you. 

We were a low bidder on the second contract which, due to the fact 
that we did not receive material in time, the Navy inspectors here, 
Commander Johnson, recommended that we not be given that contract. 
I certainly never held it against him, because from the material end 
of it I think it was to our benefit and also to the Government’s benefit, 
as well. 

Major Wuarron. You could not perform the contract because you 
had no material. 

Mr. Dona.pson. We just could not get material by the time that the 
contract was ready for work. It was only for 2,500 lockers. 

Now, labor is one thing. ° Here is what I want to bring out, in these 
lockers for this area here, they are reactivating ships, and every ship 
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must be resupplied with lockers, because they were all taken off when 
they were put in moth balls. 

Back in Washington there are hundreds of thousands of lockers. 
I am just using that as one commodity. We are all equipped with 
dies, tools, and everything is all set for continuous operation from 
day to day, day in and day out, for the next, well—so long as they 
make them or need them. 

In this area out here we have got a transportation problem, and you 
have got the railroads hollering today that they are 250,000 or 300, 000 

ars short for moving crops, such as wheat, corn, barle “y, and oats, 
and the fruit harvest is coming up. Your transportation problem is 
a national problem today. Asa matter of fact, | understand that they 
are getting high priority on the construction of freight cars, in order 
to make up for the shortage. 

Here is the Thirteenth Naval District out here, and let’s take Mr. 
Schoenfeld’s mattresses, not our lockers. I don’t care if there is a 
difference of 50 cents or a dollar in a mattress, but to expedite the 
delivery here in this area, and to eliminate double handling through 
your railroads and that long transportation from Texas up here, and 
establishing a national economy in this district—because you know 
we have to live out here, too, and we have to eat, and prices are a little 
higher than you have throughout the country—but we pay a portion 
of those taxes back, so why shouldn’t we be able to have negotiated 
contracts. 

We could produce 40 lockers a day, day in and day out, and the 
Government would not let you take too much because every contract, 
bid or otherwise, is subject to redetermination. 

Mr. Mansrievp. Mr. Donaldson, you have said far better than the 
committee has tried to say this morning, and as Mr. Schoenfeld was 
bringing out the disparity between the wage level in the South and 
the Northwest, insofar as the making of mattresses is concerned, there 
isno argument here. We agree with you. 

Mr. Donatpson. Well, my suggestion is, why can’t we do the buying 
in this district for the needs of this district?’ Why does it have to 
be done in Philadelphia, New York, or Chicago ? 

Mr. Mansrievp. We believe in decentralization of buying, and we 
believe that we can save on transportation alone—Mr. Schoenfeld 
pointed out that on the manufacture of products which could be 
manufactured here, that you could do away with the transportation 
problem. Commander Johnson, do you have anything to say at this 
time? 

Commander Jounson. No, sir; I do not, Mr. Chairman, except to 
pledge our continued cooperation in our effort to get the job done. 

Mr. Mansrrevp. This gentleman had many kind things to say about 
you, and the committee is delighted to hear that you will meet with 
Mr. Campbell now, please. 

Now, is Mr. Wilwerding here? Apparently not. 

Is Mr. Helgerson here? Apparently not. 

Is Mr. Fetterold here ? Apparently not. 

Now, Mr. Reporter, will you enter into the record this material from 
the Commercial Manufac turing Co., please. 

(The material referred to is as follows 7 
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COMMERCIAL MANUFACTURING Co., 
Seattle 2, Wash., June 18, 1951. 
Puitip M. CeawForD, 
Northwest Regional Office, Small Business Division, 
United States Department of Commerce. 

GENTLEMEN: The Commercial Manufacturing Co. will be out of business in 
the very near future because the National Production Authority has not granted 
any allocation for aluminumware, under the assumption that there would be 
plenty of aluminum available in the open market. 

At the time the allocation plan was explained, we maintained that this “open 
market” was a fallacy—there would be no open market left after everybody 
who was given an allotment grabbed what they could get. 

This prediction is proving true. Our supplier, the Kaiser Aluminum Co., ad- 
vises us that they have to set aside 80 percent of their production for CMP and 
the balance for Government stockpiling and other directives, leaving nothing 
for open market. We assume that the other aluminum companies are in the 
same boat; but even if they aren't, they will not sell to us as we have not 
bought from them in the past. 

When complaints are made of this situation, we are told not to worry because 
around December or next year we will be able to get some material. 

That might work all right for large corporations that have big reserves, 
but as far as we're concerned, and other small businesses, they better keep 
it next December because we won't be here to receive it. 

We are told that the simplest solution would be to get Government contracts. 
That phrase, “get Government contracts,” is like waving a red flag in front 
of a bull—to a small-business man. 

More loose thinkers and long talkers have made life miserable for the 
small-business man implying that he is unpatriotic and uncooperative because 
he does not get Government contracts. The implication is that these Gov- 
ernment contracts are hanging around begging for these uncooperative small- 
business men to take. As far as our company is concerned, we realized im- 
mediately after Korea that we would probably be forced to get into war work 
so we tried to get a Government contract. | 

Where to go? We went to the Bremerton Navy Yard and were told they 
were doing all their own work and needed no one to help them. Then we 
went to the Boeing Aircraft Co. who made it plain that they were not interested 
in subcontractors who were not in the aircraft industry. Next, we went to the 
purchasing offices of the Oakland Quartermasters Corps and found that they 
were doing no buying. Finally, in desperation we went to Chicago. As yet, 
we still have not been able to get any United States Government contracts. 

The National Production Authority must see that small businesses are 
given some material until such time as they can get Government contracts or 
they will all be out of existence in 90 days. 

We can’t live on loud talk of help, we need concrete assistance immediately. 
Immediately doesn’t mean January, November, or September—it means now— 
in June. Our allocation, under the 65-percent cut-back, is 10,500 pounds, and 
is the minimum we can afford to operate on. 

Very truly yours, 
COMMERCIAL MANUFACTURING Co., INC., 
C. J. Garrop, President. 


COMMERCIAL MANUFACTURING Co., 
Seattle 2, Wash., June 18, 1951. 
Pure M. CrRawrorp, 
Northwest Regional Office, Small Business Division, 
United States Department of Commerce. 

GENTLEMEN: The Commercial Manufacturing Co. has had considerable diffi- 
culty endeavoring to get contracts from the Quartermaster Corps. We have 
requested bids, made two trips to the Oakland Quartermaster Office and finally 
in desperation went to Chicago. 

As the net result of all this, we received a series of invitations to bid for which 
we answered those we felt we could do—but no Government contracts, We 
received invitations 1 and 2 days before bids were to be opened. They called 
for simple, everyday items made out of preposterous and hard-to-get materials. 

As a case in point, let us tell you of our present experience. We received an 
invitation to bid on Monday, June 11, 1951, on some items that appeared, for 
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once, to be something that was just what we could make: Invitation No. QM 
11-—009-51-1830. And to make it more attractive to us, at least one-half of every- 
thing was to be delivered to the west coast. 

First, we checked to see when bids were to be opened and discovered that the 
bid opening was at the very peculiar time and day, 9 a. m. Monday, June 15, 
1951. This meant that if the office was not open on Saturday, the bid should be 
in Chicago on Friday to be assured of not being closed out. So that meant we 
must drop everything and hurry to figure on the bid, if we were to make it. 

You can imagine the danger of undue hurrying in figuring a bid. Therefore, 
we were greatly chagrined to discover that the purchasing office had given us 
exactly no information on what they wanted. 

As an example, one item that we definitely intended to bid on was described 
as follows: 

“Pan, cake, round, 1 by 9 inches (aluminum 528) Wear-Ever No. 5351 or 

equal (stock No. 64-P)” 
To you that may sound like a good description. However, when you discover 
that there is no such thing as a Wear-Ever pan No. 5351 listed in their catalog 
and that even the cake pans that are listed in their catalog have the thickness 
of the metal kept as a confidential secret, you realize that the reference to any 
Wear-Ever pan is worthless unless you have the pan. 

In the second place, aluminum 52S is an incomplete description: There is no 
such thing. It has to be 52SO or 52SH32 or 52SH34 and so on. 

Thirdly, the stock No. 64—P is also an incomplete description as there is no 
stock No. 64—-P: 64—P is the class in which this pan and all other pans, whether 
they were bread pans, roast pans, cake pans, etc., are cataloged. In other 
words, a pan would be listed as 64—P-—121 or such and such and such 413, the 
last numbers letting you know exactly what it is so you could find it in Army 
Quartermaster Catalog. Just giving 64-P is equal to sending someone 
to the Pentagon to “just get the lieutenant.” Also, we didn’t know whether 
the pan was 9 inches inside or out, 1 inch high inside or out or if the pan must 
be made perpendicular on the sides or could have a slight taper for nesting— 
all pertinent to figuring the cost for a fair bid. 

All of the items on this bid, consisting of seven different items, were all as 
poorly described. Even though we felt that the bid couldn’t have been drawn 
up as it was, unless it was intentional] to give the works to one company, we still 
were determined to bid on some of the items. 

We moved heaven and earth to try and find out what they wanted. As they 
referred to Wear-Ever for every item, we went to a Wear-Ever distributor who 
also distributes our products and is very friendly to our firm and asked him 
if he would sell us samples of these items so we would know what to make. He 
checked up on the numbers given and found that only two of the seven items 
were listed in his catalog. The catalog, as far as they knew, was the latest 
issued, and they had never heard of these items in the Wear-Ever line. 

We then went to the naval inspectors, who are the pool for all Government 
specifications in this area, and they told us that the information we had was 
not complete enough for them to tell us what was wanted. Then we called the 
Quartermaster’s purchasing offices, the Department of Commerce, the chamber of 
committee, and even went to the Auburn Quartermaster’s base—all with the 
unanimous results: “You cannot bid on that item; you don’t know what they 
want.” 

The most “helpful” suggestion was that we call the man who was bidding 
and ask him what he wanted. Needless to say, calling Chicago from Seattle 
every time we receive a bid could prove expensive. Especially is it expensive 
when we have yet to receive our first contract. 

Another example is invitation No. QM11-009-51-1987. In this bid they also 
asked for 1 by 9 inch layer-cake pans to be made from steel coated with aluminum. 
No one in this area knows where such a material may be purchased. This bid 
was received on Friday, June 15, and must be in Chicago at 9 a. m. on June 22, 
1951. This bid would have to be in the mail by Wednesday which is not enough 
time for anybody to try to contact and find out who makes this material and how 
much it costs. 

From the above you can see that it is not easy to get Government contracts 
and these are not unusual cases. It happens every day. They never give us 
more than a week between the time we receive the bid and the time the bid is 
opened—thereby making it impossible to bid if all the information is not available 
at your fingertips. 
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The Commercial Manufacturing Co. is very well equipped to produce baking 
and cooking ware for the Government. We are small and admit it. But we 
have done a David-size job competing with the Goliaths in the housewares busi- 
ness. Even David, however, did not have to meet a Goliath the size of the 
United States Government. 

Although the Commercial Manufacturing Co. is small and does not have an 
excess of capital, we were able to finance and do over a $100,000 volume of 
business in the last 12 months and have been assured by the RFC that if we 
did receive a contract we couldn't handle, they would assist us. 

Very truly yours, 
Cc. J. Garrop, President. 

Mr. Mansrrevp. That completes the list of witnesses to appear 
before this committee this afternoon, and the committee will now 
stand adjourned. 

Mr. Forn. I would like to say something before we adjourn. 


Mr. Mansrievp. Very well. 


FURTHER STATEMENT OF LOUIS H. FORD, REPRESENTING BAER 
STEEL PRODUCTS CO., INC., AUBURN, WASH.—Resumed 


Mr. Forn. I would like to put on the record the fact that Commander 
Johnson and I have met, and his explanation, which seems quite 
reasonable, is that the principal difficulty in which we were involved 
arose out of the terrific burden of work with which all procurement 
officers are faced. 

Of course, that does not solve our problem, but it is a reasonable and 
justifiable explanation, I believe. 

Mr. Mansrieip. Well, we hope you will have more success in the 
future. 

Before we close. I want to express on behalf of myself and the com- 
mittee our appreciation for the fine work done by the Seattle Chamber 
of Commerce in making this hearing possible, and in arranging for the 
fine testimony that we have heard today. We also want to express 
our appreciation to Mr. Jackson for the great help he has given us 
today. 

Once again, the committee stands adjourned. 

(Whereupon, at 3:30 p. m., the committee adjourned, to reconvene 
in Portland, Oreg., at 10 a. m., July 5, 1951.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


THURSDAY, JULY 5, 1951 


House or Representatives, 
SuscoMMITEE No. 1 OF THE SELECT 
CoMMITTEE ON SMALL Business, 
Portland, Oregq. 

The subcommittee met, pursuant to call, at 10 o’clock a. m., in the 
Marine Room of the Multnomah Hotel, Portland, Oreg., Hon. Mike 
Mansfield presiding. 

Present: Representative Mansfield. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; and Jeremiah T. Riley, of the committee staff. 

Present representing Federal agencies: Leo H. McCormick, Assist- 
ant to the Director, Office of Price Stabilization; Maj. Margaret 
Wharton and Richard Lennihan, Chief, Office of Small Business, 
Munitions Board, Department of Defense; John S. Bartlett, field 
representative, National Production Authority; Walter J. O'Donnell, 
Manager, Office of Small Business, Reconstruction Finance Corpora- 
tion; Olaf Tackle, Assistant for Procurement, Office of Production 
and Procurement, Defense Production Administration. 

Mr. Mansrrievp. The committee will come to order, please. 

The purpose of this meeting is not to award contracts, but to find 
out what the problems of the small-business men in this area are, and 
to see if we can help you either on the spot or to contacting the proper 
authorities in Washington on our return, or through legislation. 

I hope that those of you who testify this morning will hold your 
testimony down to 10 minutes, and that you will stick to the subject, 
so that we will have a little opportunity to ask questions and to see 
what can be worked out. 

We have quite a list of people here who wish to testify. 

The first witness this morning will be Mr. Edgar W. Smith, presi- 
dent of the Portland Chamber of Commerce. 

Mr. Smith, will you take this seat ? 

Before you start, I would like to make an additional statement. 
This committee wishes to thank the Portland Chamber of Commerce 
for the interest it has shown in seeking this meeting, and making 
arrangements for it. 

We also wish to thank Congressman Homer Angell of this district, 
as well as the rest of the Oregon delegation for their interest and initi- 
ative in this matter as well. 

Now, will you proceed, Mr. Smith ? 
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STATEMENT OF EDGAR W. SMITH, PRESIDENT, PORTLAND 
CHAMBER OF COMMERCE 


Mr. Smirn.. Yes, sir. 

Mr. Chairman and members of the committee, I am a farmer by 
vocation, wheat and cattle, but I have had considerable manufacturing 
experience, having built and operated flour mills in Astoria, which 
some years ago I sold to Pillsbury Co. In addition to civic work as 
president of the chamber of commerce I am also chairman of the 
State board of higher education, which administers the seven State- 
supported colleges including the land-grant institution, Oregon State 
College, with exceptionally good schools of engineering and aero- 
nautics. 

May I, on behalf of all the members of the chamber, welcome you 
here and compliment and commend you for the work you are doing, 
which we feel in this area is so useful for small business. 

We, being a State largely in the category of small manufacturers, 
appreciate it probably more than many others might. 

I should like to make a general statement; then other representa- 
tives will give more detailed statements in connection with our at- 
tempts and success, such as it is, in securing defense work, and the 
causes for our inability to obtain contracts in certain cases. 

The two systems of bidding which have been used by the Armed 
Forces, competitive bidding and negotiated bidding, both contain 
factors eile work against the small manufacturers, particularly on 
the west coast. 

In connection with competitive bidding, we first have the time ele- 
ment, which, as you know, most of the procurement agencies are east 
of the Mississippi River, and in getting these bid synopses sheets, we 
have found that often, although our manufacturers would telegraph 
for drawings and specifications, that they would receive the material 
on the day the bids were being opened, or even later. 

Considerable progress has been made in overcoming some of that 
difficulty, particularly with the Air Force. They are now mailing 
out specifications which come in earlier. 

There is also the matter of specifications. One example, as you 
may know, Portland has for many years had two very successful large 
furniture manufacturers sending furniture throughout the country, 
using as core stock our well-known spruce and alder and Western 
maple, but it so happens that specifications on desks and various kinds 
of furniture used in defense orders did not specify the use of these 
Western woods. 

I have in mind one case of 33,000 desks, where our people were un- 
able to bid because the specifications precluded the use of our woods. 

Through the Portland Chamber of Commerce representative in 
Washington, and the delegation in Congress, an effort was made to 
change the specifications for the General Services Administration, 
and that was accomplished, and another bid was being prepared when 
we found that the specification was a substitute for redwood, of which 
there is none north of California, so we were out again on that. 

However, that haS been changed to allow our manufacturers to bid 
on recent orders, and both of them were successful in obtaining some 
of that business. 
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We understand that the General Services Administration is sending 
out a man who will make a detailed and careful study of the whole 
matter. 

I bring that up as another point, because that is only one instance. 

We also have the matter of cost in connection with the competitive 
bidding, both on freight of materials from the East, and also on our 
high scale of labor, with which you probably are quite familiar. 

I have in mind a recent case in connection with pallet boards being 
used for the handling of freight and cargo. While the specification 
included oak for those boards, rather than our Douglas fir, which is 
internationally permanent as a strong and flexible wood material, yet 
the specifications for those boards were oak. 

At the suggestion of Senator Cordon, our manufacturers bid with 
the Douglas fir specification, only to find that our labor rate was so 
high that we were several cents per board—38 cents, I think, per 
board—out of line and we lost the business. 

I should like to make the suggestion that some efforts be made to 
regionalize, if there is such a word, materials both for the area in 
which, for instance, those pallet boards were located, where the mate- 
rial is available here, and the boards are to be used, that some tolerance 
be granted in that connection. 

With respect to negotiated bids, we are again at a considerable dis- 
advantage. The definition of small business, as I understand it, is a 
concern employing not over 500 men, which is not a dominant factor 
in the industry. I doubt that there are over 35 or 40 concerns in the 
entire State of Oregon employing over 500 men, even including our 
large sawmills of which there are, of course, a great number. 

Oregon is largely a small-business State, and while it is obvious that 
Government's big orders should go, in many cases, to the prime con- 
tractors, on the other hand it is very difficult to secure the full under- 
standing and cooperation of the prime contractors with small business. 

The Portland Chamber of Commerce has done all it could in that 
connection. We made a survey of all the metal-working plants in the 
entire area, including Vancouver, Wash., and within a radius of 25 or 
30 miles. We have listed every metal-working plant in this area, even 
including an inventory of all the machine tools. 

Then we called on the personnel of every procurement agency in the 
East and all the prime contractors on the coast, giving them a copy 
of what has been referred to as a monumental work [indicating] show- 
ing all of the small manufacturers in the area. 

We have secured considerable business, but, on the other hand, we 
run into many cases where it is difficult to synchronize, as it were, the 
placing of orders for these large manufacturers with the small people. 

Some of them are engaged in something else at the moment, and then 
at the time when they are desirous of work there is nothing available. 

There should be some way to, in view of the fact that we do have 
this study, and I understand that many others now are working out 
something that way, there should be some method of getting closer 
cooperation and understanding between these prime manufacturers, 
bidders, and subcontractors, although, as I say, we have been securing 
some business, but just by keeping camping on the doorstep, as it was. 

Again, there is the matter of freight and the costs of the small 
manufacturer, but particularly with respect to the DO priorities. 
The large manufacturer, naturally, is able to carry a large stock, 
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and because of past operations is in close touch with suppliers, and 
often is able to secure materials in such a way that it is difficult for 
the small man, even though his price might be acceptable, to compete, 
because of his inability to secure the critical materials. 

The controlled materials plan, I know, is set up to take care of this 
matter, and it has helped considerably, but I think it does need a 
further strengthening in order to assist small business in that con- 
nection. 

There are various other matters, of course, with which you undoubt- 
edly are in close touch. The cost of the wage stabilization records, and 
so on, naturally is progressively higher on the small manufacturer 
than for the large manufacturer, and while this seems to be a necessary 
evil, on the other hand, if something can be done which will enable 
the small manufacturer to operate on schedule, with a fairly regular 
amount of business, it would be a great thing for areas such as this, 
where there are so many small manufacturers, because when they are 
out of production, either through cost or inability to secure materials, 
their employees naturally move on to the centers where there is 
work available. Of course, this leaves the area at a great disadvantage 
when the work is available, if and when it is available. 

We sincerely hope that as a result of your committee’s work there 
will be recommendations made that will assist us in these matters. 

We are of the opinion that people now generally are understanding 
that there must be great steps taken to combat inflation, which seems 
to be our greatest danger at the moment. I believe that the testimony 
from here will show that Oregon, as many other States, is fully de- 
sirous of not asking for things that we are particularly interested in 
at the disadvantage of others. 

We do recommend that there be elimination of waste in defense 
orders, that that elimination of waste be obtained, and that a method 
of savings, payroll savings, or bonds, and pay-as-you-go taxes, will 
be enacted, and that purchases for the Army will be spread out so 
as generally to repay the taxpayers as best they can with the dis- 
tribution of these orders. 

And again, we welcome you here and thank you very much for 
coming forward. 

Mr. Mansrretp. Mr. Smith, I am sure this committee would have 
very little, if any, fault to find with that statement, and it is my 
impression that what you have said fits in with the thinking of this 
committee generally. 

Thank you very much for your fine statement. 

1 should like at this time to introduce Mr. Dalmas, the executive 
director of our committee, and Mr. Riley of our staff. 

Now, Mr. Riley, will you please introduce the other Government 
people who are here. . 

Mr. Rizey. From the Department of Defense, Maj. Margaret Whar- 
ton, of the Central Military Procurement Information Office. 

Mr. Richard Lennihan, Chief of the Office of the Office of Small 
Business, Office of Department of Defense. 

Mr. Leo H. McCormick, who is assistant to the Director of the 
Office of Price Administration. : 

Mr. McCormick. Pardon me, Mr. Riley, but I would like to intro- 
duce the local director of OPS, Mr. Carl Donnel, and Miss Muriel 
Mawer from the regional office in Seattle, attorney. 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 2459 


Mr. Riuwey. From the National Production Authority of Small 
Business, Mr. John S. Bartlett. 

Mr. Walter J O'Donnell, manager of the Office of Small Business 
of the Reconstruction Finance Corporation. 

Mr. Olaf Tackle, Assistant for Procurement, Office of Production. 

Mr. Butner from the Defense Minerals Administration regional 
office. 

Also Mr. Donohue from the regional office of the General Services 
Administration. 

I believe that takes care of them all, Mr. Chairman. 

Major Wuarron. I would like to introduce Major Austin from the 
Air Force in Seattle, and Lieutenant Burns, also with us as an Air 
Force representative. ’ 

Mr. Mansrtevp. I should like to say for the record that this com- 
mittee is very much aware of the problems which Mr. Smith has so 
capably brought to our attention. We have been very much con- 
cerned about the fact that Mr. Charles Wilson has seen fit to award 
approximately 95 percent of the Government’s business to a few large 
corporations. That might be the easiest way to get things done, but 
this committee doubts that it is the best way, because we feel that small 
business is the backbone of our economy, and we feel further that more 
in the way of contracts on a bid basis should be put out, so that the 
little fellows will have a chance to survive in this defense effort. 

The next witness will be Mr. Roy Jarman, chairman of the Gover- 
nor’s Small Business Committee. 


STATEMENT OF ROY JARMAN, CHAIRMAN, GOVERNOR’S SMALIL- 
BUSINESS COMMITTEE 


Mr. Mansrtevp. Mr. Jarman, will you sit down, please, and give the 
reporter your name, your business, and your address. 

Mr. Jarman. My name is Roy Jarman, automobile dealer, at Oregon 
City. 

Mr. Mansrietp. And you are representing the Governor’s Small- 
Business Committee, is that correct ? 

Mr. Jarman. I am representing the Governor’s Small-Business 
Committee. 

Before I start out I would like to hand out a summary of the recom- 
mendations and thoughts of the Small-Businesses Men’s Committee 
of Oregon. 

I want to say that one committee has had several meetings and is 
composed of small-business men, and we have listened to other small- 
business men tell us of their troubles, and while we have by no means 
an answer to the problem, we do have quite a few gripes that we have 
picked up, and I imagine you have heard some of them before, too, 
maybe the same ones. 

I would like to read what I have here, and then we can go into 
whatever questions you might want to ask that I might be able to 
answer. 

It is the consensus of the members of the Small-Business Advisory 
Committee to Hon. Douglas McKay, Governor of Oregon, that a 
real emergency now exists in this State as regards small-business en- 
terprise. Many small manufacturers throughout the State are now 
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facing complete closure of their plants due to the fact that they are 
unable to secure sufficient war contracts, and at the same time they are 
unable to continue manufacture of their own products because of 
Government restrictions. 

This committee feels that steps should be taken immediately to cor- 
rect the present condition and recommends that consideration should 
be given to the following suggestions : 

1. Small manufacturers and small contracts should be allowed to 
use the same amount of material as they used in 1950 for civilian use. 
Should a manufacturer or contractor receive any war contracts 
then his use of materials should be reduced in proportion. 

2. Large manufacturers, who up to now have received the bulk of 
war contracts, should be restricted in the use of materials for civilian 
use a like amount as his defense contracts. This in itself would force 
large firms to subcontract to small firms whenever possible and also 
make available materials for small firms who do not get defense 
contracts. 

3. If Government would take an honest look at just what products 
are absolutely necessary for civilian and defense supporting, they 
would find that the list would be small indeed. With large firms 
having large staffs in Washington, pressure is made to include their 
products on the essential list, thus the list grows to a large size. Small 
firms with no representatives in Washington to protect them suffer 
under this condition.. Many small firms have been hurt under this 
system; as an example, the order issued originally prohibiting the 
use of aluminum in 200 items. It is not fair to pick out just 200 
items on which the use of aluminum is prohibited, thus closing these 
many thousands of small businesses, and at the same time allow manu- 
facturers of thousands of other items of aluminum possibly just as 
nonessential to continue in business. 

4. Government should take immediate steps to increase production 
or importation of all materials now in scarce supply. We feel that 
while some effort has been made in this direction, there is still great 
progress to be made. Congress should make an immediate investiga- 
tion into what has been done to date, and especially into the stock- 
piling program. 

5. Government planners should not rely on defense orders to help 
materially small business. This committee has been presented with 
conclusive evidence that many small operators have tried hard to 
secure defense contracts, at considerable expense, but with little or no 
results. The amount of defense work that will be available for small 
business is microscopic compared with the hordes of small manufac- 
turers who have had their civilian production cut by restrictive orders 
and who must secure additional work in order to keep going. 

6. Small business cannot operate under the many orders that are 
issued almost daily by the Washington agencies. Large firms, who 
are able to employ specialists to interpret these orders, can live with 
them. Most of these orders are written with big business in mind, 
with no regard as to how they affect the small operator. Small busi- 
ness is constantly in fear of innocently breaking the law, or he finds 
that he cannot possibly operate his business and stay withm the 
orders. 

7. Congress should immediately take steps to cut all wasteful and 
unnnecéssary spending. Small business cannot long endure the extra- 
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heavy burden of Government expense which is now on his back. 
Large business seems to be able to pass on to their customers their 
heavy Government taxes in the way of higher prices to the consumer, 
but not so with the small operator. His competition for business is a 
great deal keener. His very urgent need for growth capital is tre- 
mendous, but this capital is siphoned off with heavy taxes, thus leav- 
ing him with little chance of growing and with no capital to meet an 
economic period of business reversal. All around us we see unneces- 
sarv Government expense that has crept into being in the past few 
years. Congress must make an honest effort to reduce these unneces- 
sary Government expenses. ; 

8. If the private enterprise system, which has made this country 
superior to all others in respect to our standard of living, is to con- 
tinue. then Congress must stop passing laws which will continue to 
shackle small business. Small business does not ask any special favors ; 
all that it wants is to be treated like a Spartan child. Unshackle 
it. and let it root for itself. It wants the Government to stop choking it 
with one hand and at the same time stroking it in pity with the other. 

Mr. Mansrietp. Thank you very much, Mr. Jarman. 

Mr. Dalmas? 

Mr. Datmas. I think that is a very good statement, Mr. Chairman, 
and this statement, as well as Mr. Smith's statement, includes many of 
the objectives that the committee has incorporated in its bill designed 
to create a small defense plants corporation. 

That bill is now pending in both Houses of Congress. It has been 
adopted by the Senate under the Defense Production Act as an amend 
ment. It was included as an amendment by the House Banking and 
Currency Committee, and it is now on the floor of the House. 

It will doa great many things that both Mr. Smith and Mr. Jarman 
have indicated need to be done, and which the committee has learned 
through about 550 witnesses, I guess it is, up to now, all over the 
country, and they also believe that needs to be done. 

This question of an inventory of small business of subcontracts, 
financing, scarce materials, a study of control orders, and so on, is all 
written into this bill and accomplishes one thing that Mr. Smith partic- 
ularly notes, you indicate here, that there should be some centralized 
place where the whole small-business empire in this country can come 
for information and help in the 48 States. 

I do not have any questions. but I want to compliment both gentle- 
men on their statements, which point in the direction the committee 
Is going. ; 

Mr. Mansrrevp. Thank you very much. 

Mr. Jarman. Incidently. there are 155 sponsors of the bill in the 
House, and Congressman Angell is one of those sponsors. 

Mr. Mansriecp. Thank you very much, Mr. Jarman. 

Mr. Jarman. Thank you. 

Mr. Mansrievp. Our next witness will be Mr. Edward Lay. 


STATEMENT OF EDWARD LAY, EDWARD LAY & SON, 
McMINNVILLE, OREG. 


Mr. Mansrivip. Mr. Lay, will you give us your name, your business, 
and your address for the record, please ? 

Mr. Lay. I am Edward Lay of Edward Lay & Son, located at 
McMinnville, Oreg., industrial manufacturers of lumber products. 
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Mr. Mansrrexp. Will you sit down, Mr. Lay ¢ 

I will say for the record that we had contact previously with Mr. 
Lay when we had our meetings in San Francisco, the first part of April 
of this year. 

Proceed, Mr. Lay. 

Mr. Lay. Well, I have continually put in bids on pallet boards and 
other items to the Government, and I think the figure runs to about 289 
bids up to the present time, and it amounts to about $16 million to $18 
million worth,of business. So far I have received $26,000 worth of 
business. That was over a course of a year and 6 months. 

I spent 42 days in Washington, D. C., trying to go over these differ- 
ent items, and trying to get specifications changed to take care of the 
west coast installations on pallet boards and other items, but due to the 
boys in the research and development department of the Navy Annex 
Building who are under Admiral Azeat, and who has a man by the 
name of Moody, he just will not break this thing down. 

Mr. MANSFIELD. What is the gentleman’s name? 

Mr. Lay. Russell Moody. 

Mr. Mansrtetp, And he is located where? 

Mr. Lay. The Department of Research Specifications in the Navy 
Annex Building, Washington, D. C. 

Mr. Mansrtevp. He is in the Defense Establishment, then ? 

Mr. Lay. Yes, sir; he is next to the Pentagon Building. 

Major Wuarton. Is that the Bureau of Supplies and Accounts? 

Mr. Lay. No; that is the Development and Research. 

Major Wuarron. Do you know what branch of the Navy ? 

Mr. Lay. Under specifications, development, and research of the 
United States Navy. It is not the Bureau of Supply. That is a sepa- 
rate department in Washington. 

Major Wuarron. That is right, but I wondered which one. They 
have five or six research and development sections. 

Mr. Lay. It isthe one under Admiral Arnold. 

Major Wuarrton. He is the commanding officer of it ¢ 

Mr. Lay. Yes. 

Major Wuarton. Thank you, sir. 

Mr. Lay. Yes, ma’am. I have up to the present time over $4,000 of 
my own money invested in trying to break this thing down. 

Gentlemen, I cannot go any further. I have only about 10 days 
left in which to operate my plant. I have proved in many and many 
cases to Washington that Douglas fir lumber will do the job out here. 

During World War II they bought between 8 and 10 million Doug- 
las fir pallet boards, we them east, then to the South Pacific and 
to Europe, and some of those pallet boards are still in operation in 
installations of the United States. I have seen them and gone over 
them with the different officers on the west coast, and most of the pro- 
curement officers of the west coast, and the commandants and the 
different officers say that they want Douglas fir pallet boards on the 
west coast, but Washington says, “You are going to take what we give 
you, not what you want.” That has been proved 8 or 10 times. 

Just last Friday they bid for 13,500 pallet boards at General Services 
Federal Supply in Washington, D. C., and I. went after that’ imme- 
diately when I got it, and tried to get it converted to Douglas fir for 
taking care of the west coast installations. We were not interested in 
the east coast nor the South, but the west coast. I talked to the General 
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Services man who was in charge of Seattle, and also in Washington, 
and our delegation in Washington, and they came back and said that 
we should turn in the bid as an alternate using Douglas fir, which | 
did. 

Now, it came about that my bid was turned in at $2.89, and there 
was 18 cents difference on one bid and 40 cents difference on the other 
bid. 

To do that it meant this, that our labor cost averages from $1.40 
to $1.90, and where the boards are built in Louisiana and Mississippi 
they are paying an average of 75 cents to 80 cents. I cannot meet that 
kind of labor vate out here. 

Neither can we meet conditions, but by the same token they delivered 
those boards from Mississippi and Alabama for $2.38 into San Fran- 
cisco, into Los Angeles, net yy Seattle, for the same price. I am 
satisfied in my own mind, that you cannot ship from Mississippi or 
Alabama at $2.38, the same board into San Francisco at the same 
price into Seattle. There has to be some deviations some place. 

There is a difference of between seven hundred to a thousand miles 
in mileage. The same price prevails up and down the coast. I feel 
that there is something radically wrong in our procurement in Wash- 
ington in allowing a lot of these things to happen that way. 

Now, I know of another order that was put out here, and I bid on it. 
It was to be delivered in Seattle, and it was for 5,000 pallet boards. 
The Government asked me by telephone, they called me all the way, 
Miss Madden did, who is in the bid room of the main Navy Building at 
17th and Constitution, and wanted to know if I could get delivery into 
Seattle in May, June,and July. I said I could, and I said that I would 

She said, “Are you in shape to build them?” I said, “I don’t have to 
ask the Government to give me anything, nails, bolts, or anything. I 
have everything in stock. All I want is the purchase order.” She 
said, “Well, it looks very favorable.” 

About 5 weeks later the order came through to another company for 
$2 less than mine, and the man never even knew what a recess bolt was. 
That is the bolt that they specified. 

They turned around and said they could not use that later, and they 
asked for a United Car bolt, and United Car is made in Cambridge, 
Mass. 

I proceeded to call United Car on the telephone and asked them when 
[ could get 550,000 nuts and washers. They said it would take from 
§6to9months. Isaid,“I havetohavethem beforethat. Their answer 
was, “That is too bad, we cannot give them to you.” 

Now, there is a question in my mind as to how that man can put 
in a bid for $9.41, and he has not even made delivery of that pallet 
board yet. He has not made delivery and will not make delivery 
for 15 days at least. 

I had steel bolts, nuts, lumber, manpower, and everything. If de- 
livery was a factor, why didn’t Washington go through on that 
factor, when they made a long-distance call from Washington 
to ask these things, and then turned the thing down! There 
is something “screwy” somewhere along the line. When you stop and 
figure, if you look on that sheet I gave you, there have been 560,000 
pallet boards delivered to the west coast from the Southern States. 
Out of that 560,000 pallets I received an order for 700 pallets. The 
original order was supposed to be for 2,500 pallets. 
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When I was in Washington in February, in order to pacify me and 
get me out of Washington, they gave me an order for 700 pallets. I 
was not satisfied, because there was something wrong with it. I kept 
arguing the matter, along with Cordon, Angell, Norblad, and Morse, 
and they gave me this order for 700 and said that more would be 
coming later. I never received more later, but I delivered the 700. 

Then there was another bid put out for Seattle, and I was goin 
after that bid, regardless, in order to prove that we could produce. We 
have the know-how, and we have everything they want, and I put a 
bid in Washington. I went up to Seattle the day of the opening, and 
2 minutes before the opening date I handed them my envelope, so 
there wouldn’t be any question, but I received the bid. 

Secretary of the Navy Matthews promised myself, Wayne Morse, 
and Walt Norblad that we would get a stevedore pallet for the North- 
west, to be manufactured, 25,000 of them in one order, and 25,000 in 
another order, which constitutes a total of 50,000, 

I have letters in my file at home that they were going to do that. 
So what happened! They turned around and gave it to the prison 
industries at MeNeill Island. They gave them an order for 50,000 
pallet boards, and they are making them at the present time. 

Little fellows like me, with a little hole in the wall up here in the 
brush, we have to exist out here some way. We cannot get industry 
te buy things on account of controls. They cannot produce these 
things, and new building construction is curtailed on so many things, 
that I am being completely washed out. 

The Government is breaking me. I cannot blame anybody, but the 
Pentagon Building in Washington. They have never yet in any of 
their talks on the telephone—and T have had many talks with different 
people in Washington—they never yet have been above board and 
told me anything straight on procurement. Everything that was said 
was said to pacify me, in order to get me out of the road, or to do some- 
thing to keep us fellows on the west coast out of the picture. 

So I say to you gentlemen that as soon as they can get men who 
know what proc urement is on Douglas fir, because the fellows in 
Washington do not know the difference between Douglas fir lumber 
and pine lumber, and Moody doesn’t know, because when I was in 
his office IT pulled him down to what the research was, and he brought 
out the thing, and it was pine lumber all the time. He was thinking 
it was Douglas fir lumber. That is all he knew, and he was writing 
specifications for the United States Navy, and I have that backing 
by Senator Morse, wha was in the office with me at the time that 
happened. 

I asked them if they would give me a list of that research on pallet 
boards in Washington, that they asked for in Bayonne, N. J. They 
refused to give me that analyses of that test, and I kept forcing the 
issue, and forcing the issue all the time, and I made my third trip 
up to the Secretary of Navy Matthews, and I finally got, and it plainly 
showed that Douglas fir lumber was not tested in any way, shape or 
form on that test, yet this fellow in the development research under 
Admiral Arnold, this man Moody, claims they developed a Douglas 
fir pallet board to test that, and they never did. 

That is the way this thing has been all the way along the line. 

Just as I said before, I have got over $4,000 of my own money tied 
in this, and everybody around the State of Oregon pretty well knows 
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that I have been fighting this long battle, with the cooperation of the 
chamber of commerce, and Harold Saigh, who has done a lot of work 
with me in Washington, and we don't get anywhere. 

When you figure 500,000 pallet boards must be shipped out of the 
South, it is going to cost the Government money. 

I know of one instance where 25,000 pallet boards were delivered 
into Seattle, Wash., and out of that 25,000, 22 percent of them were 
rejected. 

Now, gentlemen, if you fellows, if you people don’t know what 
pallet boards are, what a good pallet board should be, I would be glad 
and most happy to do anything in the world to keep my business in 
operation and give the Government a uniform pallet board, but the 
South at the present time has used anywheres from 3-inch width to 
8-inch width boards. 

The Government operation of replacement is 25 percent greater than 
Douglas fir would be, because here in the West we have uniform 
codes of cutting lumber. They either have to be a 4-inch, 6-inch or 
ten inch. 

In the construction of most pallet boards for the Government, they 
are 6 inches in width, and 8 inches, and 1 inch thick or 2 inches thick, 
and 6 and 8 inches thick. Stevedore pallets are 2 inches thick, and 
warehouse pallets are regularly 1 inch thick. 

We can give them that and save them money. This order we lost 
the other day of 18 cents on the large pallets, and 40 cents on the big 
pallet, Ill stand up against anybody, I don’t care who, that the Gov- 
ernment wants to take, and prove to them that the Government is going 
to pay at least 5 percent more for that pallet board delivered to the west 
coast than I could deliver it to them for from McMinnville into Seattle 
and San Francisco. 

Mr. Mansrtevp. That is despite the wage differential / 

Mr. Lay. Regardless, I will prove to them that it will cost them 5 
percent more, because my quote was that I would deliver by my truck 
from McMinnville, Oreg., to Seattle. San Francisco, or Denver, right 
to the installation, and there would be only one handling, whereas 
from the South they would have to have seven handlings. 

They have inspections all along the line, where we can have our 
inspection right at our place of manufacture here. We have a good 
naval and Army inspection organization here on the west coast. They 
are very cooperative, and they know our conditions out here, and we 
can give them a better product, but up to the present time, gentle- 
men, we have not been able to break that specification down in Wash- 
ington, and I don’t think anybody ever will, because they just simply 
will not listen to us, they will. not give us the opportunity to preduce 
quality and do an honest job for our Government. 

Mr. Mansriecp. Well, Mr. Lay, it appears to this committee that 
insofar as the lumber and woodworking industry is concerned on the 
west coast, it has been placed at 2 very disadvantageous position, with 
reference to conditions in the South. That matter is of deep con- 
cern to us, because coming from the Northwest myself I feel that, as 
you indicate, it would be just as cheap, in spite of the wage differential, 
and keeping in mind the transportation and inspection costs, to make 
the product out here, and [ believe the product would be a better one as 
well. 
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That is something that this committee has to really g° into and do 
something about, because if it does not it means that this part of the 
country is going to be penalized very badly, and that should not 


happen 
fr. Dalmas, do you have any questions at this time? 

Mr. Damas. I notice that in this list of awards for pallets between 
November 1, 1950, and April 1951, that only 700 were awarded to this 
section of the country. 

Mr. Lay. That was what I got. Everything else came from the 


South. 

Mr. Damas. There are a lot of them here from Minnesota and 
Wisconsin. 

Mr. Lay. Yes; that is right. 

Mr. Datmas. The point is that none of them, except this 700, were 
built out in this area. 

Mr. Lay. That is right. 

Mr. Datmas. Were these bids taken f. 0. b. shipping point ? 

Mr. Lay. That is right, f. o. b. destination.. That 1s what we have 
to bid on out here, on account of the differentials and the different 
conditions that we have to meet out here. 

Mr. Datmas. When the Navy took these bids, was the bid delivered 
at San Pedro, Calif. ? 

Mr. Lay. Paid freight delivered there ; yes. 

Mr. Darmas. And that would place a considerable burden on the 
transportation system ¢ 

Mr. Lay. Very much so. 

Mr. Datmas. And that would be relieved by their buying these 
pallets on the west coast ? 

Mr. Lay. It would help a lot. In other words, on that one order 
of 700 here, I had to come down to Portland and get on my knees for 
a car in order to ship them down in. It was specified that they wanted 
them shipped in a freight car, because it was a restricted area that it 
Was going into. 

Mr. Datmas. I understood that the General Services Administra- 
tion was buying some sort of pallets, and that they had changed their 
specifications. Are you familiar with that ? 

Mr. Lay. They have not changed their specifications, only asking 
us to put in an alternate bid on Douglas fir, and that is what we have 
done. I put in the alternate bid, right here it is, this is the bid that 
J put in, and they asked, and I have a telegram here from Mr. Ihlan- 
feldt of the Federal Service, and he said he talked with Brown, and 
Brown said that we should put in an alternate bid on Douglas fir, 
taking care of the west-coast plants, which I did. 

Mr. Datmas. Wasn’t there something about having an oak strip on 
each end of the pallet, or not ? . 

Mr. Lay. Not according to Washington. 

Mr. Damas. Just straight Douglas fir ? 

Mr. Lay. That is right. I talked to Stanton in Washington, who 
is the purchasing procurement man in Federal Supply, and he told 
me to bid it Douglas 32/40 size and 40/48 size, which I did. 

Mr. Datmas. Has the question ever come up as to whether Douglas 
fir will wear as long as some of these other Wisconsin and southern 
woods? 
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Mr. Lay. Well, there have been questions on that, but by the same 
token, the warehousemen who handle the pallet boards on the west- 
coast warehouses have all told me distinctly, and many, many letters 
are laying in Washington, to procure Douglas fir because they are 
lighter, more flexible, and their overhead of replacement per pallet 
is a lot cheaper, but they have been ignored by Washington higher-ups. 
They have been completely ignored. 

Mr. Datmas. What was your point about this bolt? 

Mr. Lay. Now, the United Car has two items to eo on those pallet 
boards and the Government has bought about 10 million pallet boards, 
bolted with that type bolt. That is the plain old carriage bolt, and 
that is the high “C” nut, and it is put in by a power tool. 

Mr. Damas. What kind of material is that ¢ 

Mr. Lay. Steel. 

Mr. Darmas. Is it patented ? 

Mr. Lay. We manufacture it on the west coast. 

Mr. Datmas. You can make that very easily, I think ? 

Mr. Lay. I have 8 million in stock at the present time. 

Mr. Datmas. And that is a common carriage bolt ? 

Mr: Lay. 1 have 8 million in stock. When I was promised that 
we were going to get the job, I went ahead and bought them, and 
I still have them. Right at the present time I have in stock about 
800 kegs of nails. 

Mr. Datmas. Well, it looks like a very serious matter of discrimi- 
nation, gentlemen, on a regional basis, at any rate. 

Mr. Mansrtevp. There is no question about that. 

Mr. Datmas. And I believe that ought to be looked into, and the 
staff will check this right away, I assure you, sir. 

Mr. Lay. I will be glad, in any way, shape, or form, to let the staff 
have anything out of my records. There were tests made by the 
Oregon and Washington State Colleges, and they both proved that 
Douglas fir lumber will stand up against both, and industry is using 
many, many millions of them. 

Mr. Damas. Well, the fact that the material is right here where 
it can be manufactured quickly, and you save the burden on trans- 
portation, and so on, right here where they are used on the west 
coast, you ought to have the right to make them. 

Mr. Lay. On this bid they opened up last Friday, I talked to 
Washington this morning, and they are skeptical on this bid, because 
they are afraid that this committee is going to bring something out 
on this bid. I talked to a gentleman in Washington, and he asked me 
to bring this thing out very, very bluntly, because the people that 
got these two bids have got two other orders, are not going to be able 
to make delivery out here to Seattle and San Francisco. 

Mr. Datmas. Do you have the invitation numbers? 

Mr. Lay. I have them right here. 

Mr. Datmas. Will you supply them for the record ? 

Mr. Lay. Yes. 

Major Wuarton. Were these all by invitation to bid, advertised 
bid. or were they all negotiated bids? 

Mr. Lay. These were invitation bids. 

Major Wuarron. For the record, Mr. Chairman, may I again call 
your attention to the law which stands on the statute books concerning 
the low bidder? It certainly does not help what appears to be a very 
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definite problem in the lumber industry in this part of the country, 
but maybe the problem needs to originate with a change in law con- 
cerning bids which would assist this part of the country. 

Mr. Damas. May I remind the major that under the present War 
Powers Act amendment that the Department of Defense has been 
authorized by Executive order to break down these lots regionally 
and otherwise, and the law is no inhibition so far as to taking bids 
from these particular people out here. 

Major Wuarron. That is correct. However, you know that this 
committee has severely criticized the Department of Defense for 
negotiating bids in some instances where they could be purchased 
under advertisement, because so many concerns in the United States 
have felt that they did not get a chance if a negotiation was made. 

Mr. Lay. That is true. 

Major WuaArtron. Now, maybe you would prefer to negotiate. 

Mr. Lay. You cannot put me in the lumber industry. Il am in the 
manufacturing business. I am making a finished product, not a 
lumber product. 

Major Wuarton. That is quite right. You are using a lumber 
product which represents this part of the country, or is representative 
of this part of the country. 

Mr. Lay. That is right, but I am buying lumber to do it. 

Major Wuarron. Perhaps part of the problem goes back to our 
law. You see, the Department of Defense procurement agencies are 
held to purchase as much as possible by advertisement. 

Mr. Lay. That is right. 

Major Wuarton. Now, during the emergency time, it is quite true 
that a purchasing officer may purchase under negotiation. However, 
so many businessmen in the United States have criticized the Depart- 
ment of Defense because they feel that by the very fact that our pur- 
chasing officers have negotiated, that other people did not get a fair 
chance. 

Mr. Lay. That is true. In this particular case I don’t think that 
the procurement offices in Washington have taken into consideration 
of what the cost of everything is going to be, and I am satisfied in my 
own mind, and can prove it, that I can deliver pallet board into Seattle 
and San Francisco cheaper than the boards were put in. 

Mr. Mansrtevp. I have to answer a long-distance telephone call, 
and the committee would appreciate it if you, Major Wharton, and 
Mr. Lennihan would get together and see what can be done about your 
particular problem. 

Mr. Lay. Thank you, sir. 

Mr. Daumas. Mr. Chairman, I want to observe for the record one 
more thing in connection with negotiated bids and advertised bids. 

It is true that the committee has taken a very decided stand in 
favor of advertised bids. However, in April, 95 percent of all defense 
procurement was negotiated, so apparently the committee has not had 
too great influence in that direction. 

I don’t know what the May figures will show, but they will probably 
show less, but the fact remains that negotiation has been high, and 
to single out a particular item for advertised-bid procedure to the 
detriment of certain regions in the United States would not seem to 
me to be a very wise use of that method of procurement. 
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Major Wirarron. May I add for the record that I do not believe it 
was the intention that any portion of the United States should be dis- 
criminated against. It is very difficult to advertise for whole air- 
planes or for whole tanks. 

The record also shows a tremendous amount of that 95 percent of 
procurement which has been quoted went into airplanes and tanks, into 
research and development on those particular big items. 

Mr. Datmas. They also negotiated many millions of dollars of 
common-use items, and that was where the committee’s prime criticism 
was directed, toward the procurement of common-use items. 

For instance, I know of one case where the Army wanted to buy 
black pepper, and they negotiated for 672,000 pounds of black pepper 
in l day. That certainly covered an advertised-bid procurement, but 
we will not go any further on that. 

Did you give the number of the bid, Mr. Lay? 

Mr. Lay. No, but I will give it. It is invitation number 6—S—-276— 
R-6-26-51, General Services, Seventh and D Street, Washington, 
D. C. 

May I make another statement at this time? Do I have the time? 

Mr. Damas. Go ahead. 

Mr. Lay. While I was in Washington the first time I could not get 
my bids through for some reason or other. Everybody wrote me 
letters, every procurement agency wrote me letters, to say that I was 
on the bidding list, and I still was not getting anything, however. 

So when I went to Washington I asked Senator Morse to check 
up on it, and he did, and we came to find out at the main Navy Build- 
ing that my name was on the list, that it did not go any further, that 
it just went to the woman who takes care of the list. We checked and 
found out that that was as far as that name went. It did not go into 
the bid. They forgot about the people on the west coast. 

We checked up, and there were 8 or 10 other people on the west 
coast in the same predicament. 

I went to the Quartermaster Corps in Chicago, and the same thing 
was happening there. 

In other words, I am telling you right now that here in Oregon, 
those people in Washington procurement just don’t realize our pro- 
ductivity out here, and they don't realize that we can produce things 
just as cheaply for installation on the west coast, because when a man 
tells me in Washington that the border line of Oregon and Utah are 
together; I give up. 

Major Wuarron. Have you never had any invitation to bid on 
pallets? 

Mr. Lay. I bid on them, I put in 289 bids. 

Major Wuarton. I don’t mean General Services, I mean the De- 
fense Department. 

Mr. Lay.-All of them. 

Mr. Mansrietp. Will you meet immediately with Major Wharton 
and Mr. Lennihan ? 

Mr. Lay. Yes. gladly. 

Mr. Mansrieip. Thank you very much, sir. 

Mr. Lay. Thank you. 

Mr. Mansrrevp. Mr. Healy, will you come forward, please? 
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STATEMENT OF WILLIAM A. HEALY, REPRESENTING 
DOERNBECHER MANUFACTURING CO. 


Mr. Mansrievp. Mr. Healy, will you give us your name, your 
business, and your address for the record, please ? 

Mr. Heavy. My name is William A. Healy, and I am vice president 
of the Doernbecher Manufacturing Co., located in Portland, Oreg. 

Mr. Mansrieip. Before you begin, Mr. Healy, what kind of a manu- 
facturing company is that? 

Mr. Hearty. We can manufacture everything in wood. Our prin- 
cipal line is bedroom and dining furniture and desks. 

Mr. Mansrrep. Proceed. 

Mr. Heary. I do not really have much of a gripe so far as Washing- 
ton is concerned. I returned only a week ago, and I met with all 
the different procurement agencies. When the bids were first sent 
up they eliminated western woods and asked for all desks and other 
pieces of furniture to be made of solid woods, but none of those 
woods covered anything grown in the Northwest. 

However, after taking it up with them, they did concede to accept 
western woods, with the result that our firm secured a very substan- 
tial order, and other firms in the Northwest received a lot of business 
by making that change. 

I think it was just a question of their not realizing that the West is 
in a position to give them furniture or anything made of wood. 

It is a big advantage in buying it in the West, because of the freight 
rate. 

Mr. Damas. Mr. Healy, that change was made through the Gen- 
eral Services Administration, was it not ? 

Mr. Hearty. That is right. 

Mr. Mansrtexp. This 1s the company about which an article ap- 
peared in the papers yesterday relative to the fine work by the Oregon 
delegation in being of assistance to you in getting these changes 
made ¢ 

Mr. Heaty. I think that is true. 

Mr. Mansrietp. What are your suggestions as of now, so that 
this committee could be of service to you / 

Mr. Heavy. Well, they gave us an alternate bid, but I claim that the 
changes should be made on all future bids, that we should be allowed 
to use western woods. 

Mr. Mansrre.tp. Well, am I to understand, that on the basis of your 
recent success the changes are only of a temporary nature? 

Mr. Heary. Well, I take it that is it. am not at all sure, You 
would know better about that than I do. 

Mr. Mansrretp. We will look into that, Mr. Healy, and it appears 
to be in line with the committee’s thinking that certainly western 
woods should be used and that our people in this part of the country 
should be given at least an even break with the other parts of the 
country, and perhaps even a little better, so far as products manu- 
factured out here for destination in this particular area is concerned. 

Mr. Heary. Well, you are going farther than that. Mr. Robey of 
the Bureau of Statistics is coming west, and he will be in Seattle on 
the 24th and 25th, and he will be in Portland on the 26th, in order to 
look into this thing, and I think that when Mr. Robey checks these 
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different factors over here he will agree with us that we are in a posi- 
tion to give you merchandise that should be acceptable at a much 
less rate than having to buy it in the Middle West and pay the freight 
out here. 

Mr. Mansrievp. Well, thank you very much, Mr. Healy. We are 
delighted that you have had this recent success. 

Mr. Hearty. Thank you. 

Mr. Mansrtevp. Incidentally, Mr. Reporter, this statement by Mr. 
Healy will be made part of the record. 

(The document referred to above is as follows :) 
DOERNRECHER MANUFACTURING Co., 
Portland 12, Oreg., July 3, 1951. 
SMALL BusINESS COMMITTEE, 
House of Representatives, Washington, D. C. 

GENTLEMEN : Suggestions we have to offer are as follows: 

We notice that many of the invitations to bid call for delivery on the Pacific 
coast and for this reason we believe it is to the advantage of everyone concerned 
that we be allowed to use western woods. This is no experiment, as we have 
been using western woods for the past 50 years and know that it proves entirely 
satisfactory. 

Not too long ago, invitations to bid on a large quantity of chests and desks 
were sent us. However, the woods to be used were solid woods. None of the 
western woods were specified, nor would they allow us to use plywood built-up 
stock. After taking this up with the Specifications Division, they deferred the 
opening of bids and gave us an opportunity to use some of our western woods, 
with the result that the Pacific coast manufacturers received some very nice 
business. 

On my recent trip to Washington, I found the heads of all different departments 
in Procurement and the Specifications Division to be very friendly. As you 
probably know, Mr. W. M. Robey, Chief, Textile and Furniture Section, Federal 
Supply Service, General Services Administration, will be on the coast on the 26th 
to investigate all furniture-manufacturing concerns. We feel this will mean 
considerable toward eliminating complaints which we have had in the past. 
We hope that they will accept western woods on all further specifications rather 
than ask us to make alternate bids. 

Yours truly, 
WiiitAM A. Heary, Vice President. 


Mr. Mansrrevp. We will now call Mr. R. T. Titus. 


STATEMENT OF R. T. TITUS, REPRESENTING WESTERN FOREST 
INDUSTRIES ASSOCIATION 


Mr. Mansrtevp. Now, Mr. Titus, will you give us your name, your 
business, and your address, please / 

Mr. Trrvs. My name is R. T. Titus, and the address is 316 Henry 
Building, Portland, Oreg. I represent the Western Forest Industries 
Association. 

The Western Forest Industries Association is an organization of 
independent loggers, sawmill operators, remanufacturers, and dis- 
tributors of lumber in the Western States. By and large you could 
classify them as small business. We have no large operators in our 
organization. 

It is difficult to begin a small sawmill, because nationally, what is a 
small mill in Oregon would be a pretty big mill, perhaps, some place 


‘else. 


Mr. Mansrrecp. That is true, but we want you to get down to the 
nub of your difficulty so we can see what, if anything, can be done. 
Mr. Trrus. That is why I am saying that this is made up of small 
organizations, and what we mean by small organizations is that we 
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cut not over 10 million feet of lumber during a year. Ordinarily, par- 
ticularly here in the West, we think that lumber is produced in large 
mills by large corporations, but a report of the Department of Com- 
merce for 1947 indicated that 92 percent of all the mills in the 12 
Western States were in this category of cutting not over 10 million 
feet, and that their production aggregated approximately one-third of 
the total production. I have just mentioned that to indicate the sig- 
nificance and importance of small business. 

In an emergency, particularly a wartime emergency, lumber is 
probably one of the items that is most in demand, and it is interest- 
ing to note that it is one of the items which can be increased in produc- 
tion most rapidly, and that increase is largely in small installations. 
So, therefore, we feel it is important. 

Now, the problems that we have fall into two or three categories. 
In the first place, we believe that the small operators in the lumber 
industry do not have adequate representation on the advisory boards 
snd staff of the various governmental agencies having to do with 
forest products. 

Mr. Mansrterp. In particular, what agencies? 

Mr. Trrvs. Well, NPA and OPS. 

Mr. Mansrretp. Mr. McCormick, what is the status of the Lumber 
Advisory Board in the Office of Price Stabilization ? 

Mr. McCormick. Mr. Chairman, I will have to look into that, but 
there has been considerable research done just recently by the Seattle 
regional office on forest products in this section, and they are in 
preparation. Today, special regulations fit products in the North- 
west. 

Now, I will have to check that, but I assume that proper industry 
committee representatives are on our committees. Do you know that 
they are not, Mr. Titus? 

Mr. Titus. Yes, I know everybody on the committees, and while 
it is true that there are one or two representatives of small mills on 
the Douglas Fir Price Committee, for example, and on the Log 
Committee, in proportion to the numbers, as I just told you, 92 per- 
cent of the total number of mills are in a small category. Certainly, 
they should have more than one or two representatives on a 10- or 
12-man committee. 

Mr. McCormick. You are speaking of the entire forest products 
industry ? 

Mr. Trrus. No: Douglas Fir, and the Log Committee, the same 
thing applies to the Western Pine Committee. I am only speaking 
to this region. 

Another point that we think is important, and is likely to be ever 
increasingly important, is what the Office of Price Stabilization de- 
cides to do about ceiling prices on stumpage. At one time it was 
thought that the general ceiling price regulation did apply to stand- 
ing timber, and they soon found that it was impossible to operate 
under that regulation for standing timber, because of the fact that 
no two pieces are of the same topography. 

The same value, so far as the product is concerned. Therefore, it 
was clifficult, if not impossible to have a ceiling price, and they with- 
drew it. 
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We understand now that there is some consideration being given 
back in Washington to reimposing a ceiling, probably a dollars and 
cents ceiling on stumpage, somewhat along the lines they are figuring 
for logs and lumber. 

We would like to recommend against that, because of the bad and 
harmful effect that it has on small industry generally. 

During the last war we had a ceiling price on stumpage, and that 
means that when you have got timber sold, which is sold competitively 
on bids, that you are going to have many, many cases where two or 
three or perhaps a dozen people will bid the ceiling price on stump- 
age. 

That means that somebody in the Government organization has 
to designate who is going to get that timber. That is where it works 
a hardship on the small operators, because if the last war is any in- 
dication of what may happen in the future, those awards will be 
made to the larger concerns, as a rule, because the larger concerns 
have facilities for making a greater variety of products. 

The argument was that in the past this man should have this timber 
because he is getting out airplane lumber, or he is getting out lumber 
for pontoon bridges, which required a high-grade of material. They 
did not stop to see whether or not those particular timbers, or those 
particular logs were going into those high-priority items. 

Frequently a man received a choice, or rather the designation of 
allocation of this timber, and then the logs were used to manufacture 
boards in dimensions which any small mill could do. 

It is very difficult for small mills to operate under those conditions. 
Therefore, we hope they will not put any ceiling price on stumpage. 
It is not necessary; if they have a ceiling price on lumber, that would 
seem to serve the purpose. 

Now, we have one or two other difficulties of small operators. One 
of them is that timber is scarce. You cannot make lumber without 
timber. In this territory over 60 percent of all the timber is owned 
by the Federal Government. Of the private timber in the 12 Western 
States, over a third of it is controlled by only 68 firms. There are over 
5,000 sawmills in the same territory, so you can imagine the scramble 
that there is to get timber. 

One of the things that the Government does, which we dislike. and 
we think this committee should look into, is to offer timber in such 
large blocks that the average small operator frequently is not able 
to bid, and he just does not have the finances, nor does he have the 
facilities to do the logging within the time limit that is given, because 
the tract is so large. 

I wanted to give you one or two illustrations of what I mean by large 
sales. In 1949, for example, the Secretary of the Interior approved 
the sale of timber, Indian timber, up on the Olympic Peninsula. There 
were four units involved. One of them had 545 million feet; another 
one a little over 400 million feet; and the other one a little over 600 
million feet. 

I don’t know whether you realize how much lumber 545 million 
feet is or not, but it is a considerable chunk of timber. and the value 
is enormous. 

If you take the price of, say, jast $10, which is way low today, why, 
you will see that it runs into several million dollars. 
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Now, the thing that hurts the small man on that particular sale is 
this: The contract provided that the purchaser, within 30 days from 
the date of the approval of the contract, had to pay 25 percent of the 
estimated value as an advance payment. Well, on that sale of 545 
million feet, if a bidder paid baie the appraised price, and nowadays 
they go way beyond the appraised price, but had the bidder paid only 
the appraised price he would have to make a down payment of more 
than a million dollars within 30 days. 

Well, obviously, there were very few people that were in a position 
to make a down payment of a million dollars in 30 days. 

That same situation prevails in the forest 

Mr. Datmas. Right there. have you requested the Secretary of the 
Interior to break these others down ¢ 

Mr. Trrus. Oh, yes. In fact, we did, perhaps I should say he did 
break it down into four, originally the year befor he proposed to sell 
it in one chunk. 

Mr. Datmas. What has been done since 1949? 

Mr. Trrvus. Nothing, so far as Indian Service timber is concerned, 
and the Bureau of Land Management also under the Department has 
done what we think is an excellent job. They have sold the timber 
in smaller lots. We have no complaints whatever to make on anything 
that has been done. 

Mr. Datmas. Both are in the Department of the Interior? 

Mr. Trrvs. That is right. 

Mr. Datmas. It seems that they would have the same policy, wheth- 
er it would be Indian timber or some other kind. 

Mr. Trrus. We think so, too. 

Mr. Datmas. What do they give as a reason? What do they give 
as a reason as to why they do not have the same policy? 

Mr. Trrvs. One of their reasons is that the timber, which they 
manage for the Indians, is owned by the Indians individually, and not 
by the tribe. 

Mr. Datmas. What excuse is that for lumping it into large quan- 
tities ¢ 

Mr. Trrus. Well, they say the reason is that they have to sell it in 
big tracts in order to justify the construction of the necessary rail- 
roads or the logging roads into the tracts, and also to get this large 
down payment so that the Indians may have something now, and 
maybe they won’t get to some of the area for 20 to 30 years. 

Mr. Datmas. Do you believe that that is a substantial reason or 
not ¢ 

Mr. Trrus. We think that it would be possible, for example, if they 
wanted to, one way they could handle it would be to borrow the money 
from the Reconstruction Finance Corporation, perhaps, and to buy 
the timber for the tract, and then the money would come back from 
the purchaser of the timber, so that the Government really is not in 
the business except temporarily, in a good many ways. 

Mr. Datmas. Thank you. 

Mr. Trrvs. But in the Forest Service the same thing holds true, 
and in a recent copy of a newspaper dated August 21, the Regional 
Forest Service of Missoula, Mont., announced that they are going to 
sell, or will sell, rather, on August 21, a chunk of timber over in 
Montana of 188 million board-feet. That is quite a bit of timber 
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in Montana. I think you will find very few operators in Montana who 
would be in a position to bid on that. 

We think and we urge that this committee recommend that all of 
the Federal agencies make it a policy to offer timber for sales in lots 
large enough to be handled economically, but small enongh to be 
purchased and handled by the average operator in the territory. 

Now, there is one other thing that happened, and this is true in 
peacetime as well as in war. Of course, it would be more important 
in wartime. That is the fact that timber owned by the Federal Gov- 
ernment is frequently inaccessible, and we have been trying for years 
to get the Congress to approve reasonable appropriations for the con- 
struction of access roads. 

Mr. Mansriebp. I want tosay tothe gentleman that all the Congress- 
men from the Rocky Mountain and far western areas have been trying 
to do the same thing. Unfortunately, we have a difficult time convinc- 
ing the Middle West, the East, and the southern territory as to just 
what access roads mean to us in the development of lumber and recrea- 
tional facilities. We have not achieved too much success in that direc- 
tion, but we are in wholehearted accord with you. 

Mr. Trrus. Because of the lack of access roads, the Forest Service 
particularly uses that as an excuse for offering timber in fairly large 
blocks, so until that situation is changed and until we have access roads 
which will then permit them to offer timber in smaller lots, or until 
they themselves adopt a policy of selling timber in smaller lots, it is 
going to be very difficult for the small operator. 

Now, another thing that troubles us in some areas is the fact that 
frequently your Government holdings are intermingled with private 
holdings, and by virtue of that the private operator frequently is in 
a position to determine when and to whom the Federal Government 
will sell, by controlling the records and by controlling the access. 
Probably the greatest mixture of private and Federal timber that we 
have in this territory is a stretch of land consisting of 214 million acres 
here in Washington, Oreg., and if you look at a map of that area it 
looks like a checkerboard. One section will be Government and the 
next private. 

Until 1948 records of the sale of that timber showed that 80 percent 
of all sales were one-bid sales. That meant that usually the timber 
went at the appraised value. It also meant that it was not possible 
for anybody ise to take it. Who wasthe one man? Usually he was 
the person who controlled the private roads which were necessary to 
reach that Government timber. 

Last year the Secretary of the Interior put into effect a regulation 
that any private landowner wishing to get a right-of-way across the 
Federal land would also at the same time have to agree to permit the 
hauling of Government timber over his sections of private road in 
order to reach the public road, and in that length of time the change 
has been tremendous. Since then, whereas 80 percent were one-bid 
sales previously, now, 80 percent are multiple-bid sales, and the reve- 
nue which the Government has derived has increased considerably 
because when you have more than one bid the average price is over 
50 percent higher than the appraised value. 
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You may have seen yesterday’s newspaper and, if you looked on 
the front page of the Oregonian, there was a great illustration of that. 
There was a timber sale the day before involving some million feet of 
timber just below here. The timber was appraised and, at the Govern- 
ment estimate, it was $120,570. Due to the fact that it was sold com- 
petitively it was purchased at a price of $401,720. 

So our Uncle made a profit and increased reevnue of nearly $300,000 
that would not have prevailed had it not been competitive bidding and 
had it not been available to more than one person. 

Now, in case of war, it is even more important that this timber be 
available to everybody, so, in our definite recommendations, one is to 
the effect that this committee should lend its support to the construction 
of these access roads—public access roads—as much as possible. I 
think that covers the high spots, so far as recommendations are con- 
cerned. 

Mr. Mansriecp. Thank you very much, Mr. Titus, for your very 
interesting statement. 

Mr. Dalmas, do you have any questions ‘ 

Mr. Datmas. No, 1 have concluded my questioning. 

Mr. Rirey. Mr. Chairman / 

Mr. MansFiexp. Mr. Riley. 

Mr. Riney. Just out of curiosity more than anything else, I am 
asking this, but I wondered if in the past they have endeavored to 
obtain these large lots by pooling their facilities‘ Has any attempt 
been made upon the part of the operators to pool together / 

Mr. Trrus. Yes. In fact, I know, for example, that that was done 
yesterday in this bid. There were three or four operators who could 
not swing the deal, so they pooled their resources and bid on it. 

Mr. Rivey. I think they should regard that as one means of getting 
in on it, until such time as there is a definite and mandatory break- 
down of the lots to be sold. 

Mr. Trrvus. On the other hand, when you consider the fact that 
you have here in the State of Oregon alone, for example, approxi- 
mately 2,000 sawmills, it is a pretty difficult job to get even a fraction 
of those fellows to work together. 

Mr. Mansrietp. That is true. 

Mr. MeCormick ? 

Mr. McCormick. Mr. Chairman, I would like to have a few minutes 
with Mr. Titus, if he will spare that time for me, in order to see that the 
representation is a little more in balance. 

Mr. Mansrtecp. Could you meet with him right now / 

Mr. McCormick. Right now. 

Mr. Trrvs. For the record, I would like to indicate that we are 
not dissatisfied with any of the representation that is now on the 
committee. 

Mr. Mansrieip. But you just want more? 

Mr. Trrus. We think that they are doing a good job. We suggest 
that there should be more people representing the smaller operators. 

Mr. Mansrievp. Will you meet with Mr. McCormick now? 

Mr. Trrvus. I will be glad to. 

Mr. Mansrietp. Mr. Reporter, will you see that the statement ‘pre- 
sented by Mr. Titus is made a part of the record / 

(The prepared statement of Mr. Titus is as follows :) 
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STATEMENT PRESENTED BY R. T. Titus, Executive VIck PRESIDENT, WESTERN 
FOREST INDUSTRIES ASSOCIATION, PORTLAND 4, OREG. 


Western Forest Industries Association is an organization of independent 
loggers, sawmill operators, manufacturers, and distributors of lumber in the 
Western States. Most of these operations would be classified as small or me- 
dium size and are typical of the thousands which are producing a constantly 
increasing percentage of the Nation’s lumber and timber products. Few pro- 
ducers can operate exclusively on their own timber and must supplement their 
holdings with purchase of stumpage from public agencies or other private 
owners. A few buy all their logs in the open market. The manufacturers are 
concerned primarily with resawing, surfacing and drying rough green lumber 
produced by small mills with no refining facilities. 

Lumber has always been one of the essentials in our economic structure. 
Particularly in times of emergency, such as war, the lumber lends itselg to 
more rapid expansion than those dealing with other structural materials. 
Most of the increased production at such times comes from the smaller business 
units. 


rRANSITION FROM LARGE MILLS TO SMALL 


It is generally assumed that lumber is produced principally in large mills, 
operated by large corporations. ‘In recent years, however, there has been a 
decided transition toward smaller units. H. E. Holman, Chief, Forest Products 
Division, Office. of Domestic Commerce, United States Department of Com 
merce, states in the Noyember 1949 lumber issue of Business Information 
Service that in 1947 (the last vear for which accurate information is available) 
small- and medium-size mills represented almost 9S percent of the total number 
and produced more than 50 percent of the national supply 

Size of operations is relative. For the purpose of this testimony we are 
considering as small mills those having an annual production of less than 10 
mnillion feet For the Western States (Oregon, Washington, California, Ne- 
vada, Idaho, Montana, Arizona, Colorado, New Mexico, South Dakota, Utah, 
and Wyoming) the report of the Forest Products Division, United States 
Department of Commerce, previously referred to, shows that these represent 
$2 percent of the 4.961 active mills in the territory and produced slightly more 


than one-third of the lumber. According to this report the large mills (pro 
ducing 50 million feet and over) cut 43.7 percent of the western lumber pro- 
duction in 1942 sy 1947 they produced only 23.0 percent. This transition 


from dominance in the industry by large producers to that by smaller oper- 
ators creates problems of production which may have a vital influence on our 
national security program. We urge this committee to give serious thought 
to the question of whether governmental forest agencies are giving due consid 
eration to problems of the smaller operators. 


WHO OWNS THE TIMBER? 


The key to preduction of forest products is availability of timber, hence it 
is important to note whre timber is located and who owns it. Aceording to 
the United States Forest Service, 65 percent of the Nation’s saw timber is in the 
Pacific Coast and Rocky Mountain States. Of this some 60 percent is owned 
by the Federal Government. The remaining private timber is rapidly being 
consolidated in the hands of a few concerns and already about one-third is owned 
by less than 70 firms or individuals. With very few exceptions there are no 
manufacturers in the Western States who can operate exclusively on their own 
timber managed on a sustained-yield basis. Practically all are dependent to 
varying degrees upon the purchase of logs or standing timber and fhe principal 
sources are the public forests managed by Federal agencies. 


SMALL OPERATORS DESERVE BETTER REPRESENTATION 


During an emergency Which involves price and other controls the problems 
of small business units in the lumber industry require special attention. This 
is due to the fact that these smaller operators are net well organized, and while 
they comprise the bulk in numbers, they have relatively small representation in 
governmental circles. Examination of the industry personnel of the forest 
products divisions in such agencies as the National Production Authority and 
the Office of Price Stabilization will reveal very few individuals from the small- 
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to medium-size operations. This is true also of the consultants to NPA and 
OPS and of the various advisory boards of the latter organizations. We believe 
there should be more small operators in these agencies because representatives 
of the larger concerns are neither cognizant of nor sympathetic to the special 
problems of the smaller producers. There should also be some representation 
of remanufacture.s who concentrate and refine the products of the smallest mills. 


STUMPAGE CEILING PRICES CAUSE TROUBLE 


One of the problems in connection with price control is that of ceiling prices on 
standing timber. Originally the General Ceiling Price Regulation was inter- 
preted to apply to standing timber but was found so unworkable that, effective 
April 12, regulations were issued exempting all sales, leases, and licenses per- 
taining to the right of a person to sever timber from the stump on the land of 
another. During World War II, ceiling prices on stumpage created problems 
because no two stands of timber have the same value nor do they lend themselves 
to the same logging procedures. One of the worst problems was that resulting 
from tie bids for Federal timber. This necessitated allocation. Some individual 
in the Government service had to make a choice and actually determine, in some 
instances, which operator was to stay in business and which was to be eliminated 
because of lack of timber. In such a situation the large operator with facilities 
for manufacturing a variety of items was much more likely to receive the timber 
than the owner of a small “rough green” mill although the latter had bid the 
same amount. We are hopeful that this situation may be prevented from devel- 
oping again and this can only be assured by placing no ceiling price on standing 
timber. If stumpage ceilings are imposed the Congress should insist that in 
the case of tie bids timber be allocated to the plants most in need. Allocation is 
required only when the supply is insuflicient to meet needs of all. In the case of 
lumber and forest products, when such a situation develops, it is imperative that 
the maximum number of producing units be continued, hence our recommenda- 
tion that the timber be allocated to those plants which could not operate 
without it. 


LARGE OFFERINGS EXCLUDE SMALL OPERATORS 


In the sale of public timber the various public agencies frequently favor cer- 
tain prospective purchasers over other to the disadvantage, usually, of the smaller 
operators. These discriminations against small business result from: 

(1) Offering timber in blocks so large that only a few can handle the purchase, 
For example, in March 1949 the Secretary of the Interior authorized the sale of 
four timber units in the Quinaielt Indian Reservation, Wash., as follows: 

(a) Taholah unit, 545 million feet board measure. 

(b) Queets unit, 467 million feet board measure. 

(c) Crane Creek unit, 614 million feet board measure. 
(ad) Boulder Creek unit, 42 million feet board measure. 

The timber contracts for these sales provided: “The purchaser further agrees 
that within 30 days from the date of approval of the contract on each allotment 
he will pay 25 percent of the estimated value of the timber thereon as an advance 
payment * * *.” tn the case of the Taholah unit prospective buyers had to 
make a bid deposit of $140,000 and post a bond of $75,000. If awarded the con- 
tract at the appraised value of the timber the buyer would have to make a down 
payment of more than $1 million—before logging was well started. Obviously 
the great majority of operators were excluded from bidding. 

Similarly the Forest Service, United States Department of Agriculture, fre- 
quentiy offers timber in huge chunks. In an article by Lawrence E. Davies in 
the New York Times of April 3, 1951, Edward P. Stamm, chairman of the 
conservation eommittee of the Pacific Northwest Forest Industries is quoted as 
stating that the Forest Service might sell blocks of 80 million feet whereas 
the Bureau of Land Management (Department of the Interior) sells an average 
of only 2 million feet—“to encourage the fellows who have a couple of dollars 
to bid,” said Stamm. 

According to the press the regional forester at Missoula, Mont., has announced 
that on August 21, 1951, his office will seek bids on 188 million feet timber in 
Idaho and Montana. On April 16, 1951, the Willamette National Forest (Greg. ) 
sold 40 million feet in one unit. In all such cases participation on the part of 
small operators is impossible because of the large sums involved. One reason 
advanced by the Federal agencies for making such large sales is to finance con- 
struction of roads by the successful bidders. Since the cost of roads to be 
built by purchasers is allowed in appraisals, timber pays the bill and we think 
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it would be far better for the Government to build primary access roads before 
timber is offered. They could then sell timber in smaller quantities and thus 
give the smaller operators a chance to compete. 

(2) Advertising proposed sales on such short notice that only a few have the 
opportunity to study areas and determine how much they: can afford to bid. 
Occasionally sales are advertised in newspapers which only certain operators can 
meet. 

(4) Selling timber without competitive bids on the grounds that the cutting 
is to be conducted for experimental purposes. 

(5) Allocating large blocks of timber to individual operators under so called 
“cooperative sustained yield agreements” whereby the coopeartor receives sole 
right to purchase all timber on a given area, at appraised value, for as long as 
100 years. In return he agrees to manage hos own forest lands on a sustained 
yield basis. The bases for such monopolistic deals are found in Public Law 405 
(75th Cong.) applying to Oregon and California Revested Lands and Public 
Law 273 (78th Cong) giving certain authority to the Secretaries of Agriculture 
and the Interior. 

So far only one such agreement has been consummated although others have 
been proposed and condemned in puble hearings by organizations representing 
independent loggers and luibermen, organized labor, agriculture, sportsmen, 
miners, and other groups. (For detailed explanation of the dangers of this 
device for favoring certain operators see attached folder, “Sustained Yield or 
Monopoly?) 

(G6) Selling timber when access thereto is controlled by a prospectitve pur- 
chaser. In the case of O. & C. lands, intermingled with private holdings, regu- 
lations imposed by the Secretary of the Interior last year require a private 
owner seeking right-of-way across Federal land to permit use of his roads for 
hauling Government timber to the nearest public highway. Road owner is per- 
mitted to charge user a reasonable use fee. Prior to these regulations 80 
percent of the sales of O. & C. timber were to single bidders; now only about 
20 percent are of this nature. Not only does free competition permit more 
operators to bid but the Government profits. Records show that when there is 
more than one bidder, sales prices average more than 50 percent above appraised 
price. This means millions of dollars increased income annually. 


CONCLUSION 


In the lumber and forest-products industry, essential to the welfare of the 
country in emergency or in normal times, certain safeguards must be provided 
to insure maintenance of full productitve capacity and equal opportunity for 
all operators regardless of size. To that end we recommend: 

(1) More adequate representation of smaller business cn governmental ad- 
visory boards and staffs of regulatory bodies dealing with industry problems. 

(2) Maintenance of the policy of no ceiling prices on standing timber. 

(3) If alloeation is necessary at any time assurance that public timber will 
be made available first to those operators most in need of it to maintain produc- 
tion. 

(4) Construction of public access roads into Federal timber not now within 
reach of public roads, and acceptance of the policy that Federal timber will be 
sold only when it is equally accessible to all prospective purchasers in the area. 

(5) Sale of Federal timber in units large enough for economic operation but 
small enough to be financed and handled by the average operator in the area. 

(6) Amendment of existing laws to prohibit sale of Federal timber (in excess 
of nominal quantities) except to the highest acceptable bidder after adequate 
public notice of intended sale. 

(7) Congressional investigation of the policies and practices of all Federal 
agencies managing forest lands to determine whether timber is being made 
available to all prospective purchasers on the same basis. 





SustTarnep Yrecp or Monopory? 
AN EXPLANATION OF SUSTAINED YIELD FOREST UNITS AND COOPERATIVE AGREEMENTS 


One of the most widely used and least understood terms in forestry and 
lumber circles today is “sustained yield.” Foresters preach it, legislators pass 
laws requiring it, and timberland owners profess to practice it but there is still 
no unanimity of opinion as to what “sustained yield” actually is. Since there 
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are almost as many definitions of the term as there are definers it is no wonder 
the average layman is confused as to its meaning and importance. 

Each detiner is likely to interpret “sustained yield” in the light of his expe- 
rience and as influenced by his own self-interest. Most agree, however, that 
basically “sustained yield” means a balancing of annual increment and harvest 
of forest growth. The confusion commences when one attempts to build on this 
foundation. Are we to consider this policy of forest management on the basis 
of the Nation, the State, the county, total holdings of an individual, a particular 
operating unit, or a single acre of forest land? Are we to seek maximum volume 
yield of wood fiber or greatest economic yield? Greatest silvicultural return 
or best possible land use regardless of species or marketability of the product ‘ 
Are we to take into consideration also such matters as watershed protection, 
wildlife and recreation, and erosion control? Just what are we trying to sustain 
anyway—tree growth, established operations, taxable wealth, jobs, communities. 
bureaucratic administration, virgin timber’ 


SUSTAINED YIELD VERSUS GOOP FOREST MANAGEMENT 


For the purpose of this discussion let us think of sustained yield as the policy 
of forest management resulting in continuous production of forest crops on any 
designated area in contrast to liquidation of existing forest stands. Obviously, 
then, management plans to achieve sustained yield in any instance must vary 
with the age, type, species and quality of the existing stands; kind of end 
product desired; rate of loss from fire, insects, and disease; fluctuations and 
demand for the product; and many other factors. Let us recognize also that 
harvesting timber under sustained yield, in which cut does not exceed annual 
growth, does not always mean best forest management. It is possible to balance 
annual cut and growth on a low level whereas the objective of good forest man- 
agement is to develop the inherent productivity of the land and to harvest the 
maximum crop consistent with prevailing economic conditions and with proper 
use of the area for other forest purposes. In mature timber there is little if 
any net annual increment because growth is balanced by loss from insects, 
disease, wind, and fire. Any cutting at all in such stands would exceed growth 
and would violate “sustained yield” interpreted narrowly. As mature timber is 
harvested, however the annual growth per acre on the new stands will greatly 
exceed that of old trees, thus permitting increased cutting. 


SUSTAINED YIELD NOT A PANACEA 


Sustained yield is not a panacea for all ills of our forests and forest indus- 
tries. In many areas of the West where there are vast stands of overmature 
timber real sustained yield will require establishment of new plants to harvest 
and utilize the present crop and make way for another. In some areas there 
is presently not sufficient available timber to maintain all existing operations on 
a sustained-yield basis and adoption of such a policy will necessitate the liq- 
uidation of many. The question is—whose heads shall fall? Locally, sustained 
yield does tend to hold the development of an individual plant or community 
within the productive capacity of the adjacent forest, but nationally production 
and employment will continue to fluctuate with the over-all demand for forest 
products and with the rate of importation of such materials from other countries. 

Adoption of a sustained yield policy for all forest land is complicated by our 
pattern of ownership. The Federal Government owns nearly 90 million acres of 
forest land and 27 million acres are owned by State, county, and municipal gov- 
ernments. Of the private forest land about 25 percent is on farms, and the bal- 
ance in industrial holding of one kind or another, varying in size from less than 
the average of only 82 acres to those of 1 corporation which are said to exceed 2 
million acres. Governmental agencies should be required to practice sustained 
yield management on public land and private owners should be encouraged to 
do so just as rapidly as economic conditions permit. Many of the larger owners 
are already on a sustained yield basis but obviously it would be impossible for 
the many small owners to adopt such a policy fer holdings of a few hundred acres 
or less. Regardless of the size of their acreage, however, all can and should 
keep their timeberlands continueusly productive. If this is done we shall achieve 
our goal of a perpetual adequate supply of forest products, whether the plan be 
known as “sustained yield” or simply good forestry. 
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SUSTAINED YIELD OR MONOPOLY? 


Because the term “sustained yield” sounds so rational and because the policy 
it designates has such universal approval, propagandists are likely to use it 
for a great Many purposes, some of which are far from desirable. At present, 
for instance, advocates of the allocation of large blocks of public timber to a 
few private operators are endeavoring to convince the public that this is a neces- 
sary phase of sustained yield management. The public would undoubtedly reject 
the scheme if they were told that it was monopolistic—as it really is. 

It has long been considered the duty of our Federal Government to prevent 
monopoly, to encourage small and independent business, to administer national 
resources for the greatest good of the largest number and to assure each citizen 
equal opportunity to engage in his chosen trade, business, or profession. So 
vigorous in pursuing their duties in this field have been such agencies as the 
Department of Justice and the Federal Trade Commission that it is difficult to 
understand why two other Departments, Agriculture and Interior, are now 
actually encouraging a policy which even its proponents admit is “limited monop- 
oly as compared with the competitive method of disposal of public timber.” 
Here is the story: 


PUBLIC-PRIVATE COOPERATIVE AGREEMENTS 


Most of the federally owned forest land is administered by the Department 
of Agriculture and the Department of the Interior. Public Law 405, passed by 
the Seventy-fifth Congress, and more recently Public Law 273, passed by the 
Seventy-eighth Congress, encourage the management of public forests in con 
formity with the principle of sustained yield. The latter law provides that the 
Secretaries may establish sustained-yield units of Federal forest land for the 
maintenance of stable forest communities by restricting sales of timber to oper- 
ators. within the area. This is good—but these laws also permit these respective 
Departments to enter into cooperative agreements with private landowners for 
coordinated management of Federal and private land in so-called “sustained-yield 
units”. The stated objective is to promote stability of forest industries, of 
employment and of communities, but the result is liable to be creation of a 
monopoly of timber suply. Presumably in passing these laws Congress expected 
that all, or at least a majority, of the private landowners and forest industries 
within these units would participate, but in actual practice only the largest owner 
in each area usually qualifies as a cooperator eligible to acquire Government 
timber. Under the rules and regulations set up by the Secretary of Agriculture 
and the Secretary of the Interior, blocks of 100,000 acres and more of Federal! 
timber are allocated to single operators who have exclusive right for as long 
as 100 years to purchase Government stumpage without competitive bidding such 
as has always been required in sales of public property. Other operators who 
previously purchased Government stumpage to maintain their production in 
whole or in part will thus be shut out and hundreds of independent firms will 
be forced out of business in order that a few operators may be sustained. 

To grasp the full significance of these cooperative agreements it is important 
to understand the ownership pattern of our forest land. According to recent 
reports of the United States Forest Service 65 percent of the Nation's sawtimber 
is in the West (Pacific Coast and Rocky Mountain States) ; 60 percent of this 
timber is owned by the Federal Government. The remaining private timber in 
this area is being consolidated more and more in the hands of a few concerns and 
already 30 percent of the private forest land is owned by only 68 operators. The 
danger lies in the fact that it is the largest owner of private land in each sus- 
tained-yield cooperative unit who is given a long-term monopoly of the public 
timber also. 


TO THEM THAT HATH SHALL BE GIVEN PUBLIC TIMBER 


Another bad feature of the cooperative set-up is that ownership of private 
land is apparently the only basis for selecting cooperators. There may be a 
dozen operators within the boundaries of a proposed unit but the Government 
stumpage goes to the one who owns the most land, timbered or cut-over. Knowing 
this, several operators have embarked upon a land-buying program since enact- 
ment of the laws permitting cooperative agreements. They are buying cut-over 
land, young stands, anything which will help them qualify and little considera 
tion is being given by the Federal agencies to their past record in forest practices, 
their degree of utilization, or whether other operators have been longer in the 
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area. The first cooperative unit, established at Shelton, Wash., involves over 
111,000 acres of national forest and about 159,000 acres of the cooperator’s 
lands, but of the 5% billion board feet of merchantable timber thereon, between 82 
percent is Federal stumpage. Of the cooperator’s lands 53,000 acres are described 
as “poor and nonstocked” ; 60,000 acres carry only seedling stands under 30 years 
old and 26,000 acres have sapling and pole stands. Obviously such a deal is very 
advantageous to the cooperator who secures exclusive purchase rights to nearly 
four times as much merchantable timber as he owns. 


BIG OPERATORS SUBSIDIZED AT EXPENSE OF THE SMALL 


While the favored cooperator is assured a perpetual supply of stumpage, on 
most of which he pays no taxes or carrying charges since it is federally owned, 
what happens to the other timberland owners within the boundaries of the unit 
and to operators who have previously relied heavily upon purchases of public 
timber for which they are no longer permitted to bid? The other owners must, 
apparently, either sell out to the cooperator or liquidate their timber on the 
basis of securing the maximum immediate return without regard to future 
timber crops. In the western lumber industry many manufacturers have al- 
ways relied exclusively, or to a considerable degree, upon logs or timber purchased 
in the open market. With more and more of the private timberland being 
acquired by large firms owning sawmills, plywood factories and pulp mills the 
manufacturers without extensive forests of their own have depended principally 
upon public timber purchased under competitive bidding. If the federal timber 
is reserved exclusively for a few large concerns most of these independent operat- 
ors must go out of business. This means shutting down plants, termination of 
jobs for their employees and a severe blow to the hauling contractors, equipment 
and supply concerns, banks, stores and service establishments dependent upon 
them. Some, of course, will not quit. Shut off from mature Federal timber 
which should be harvested now but which under cooperative agreements may 
be reserved for decades more they will keep their plants going with second- 
growth timber purchased from farmers and scattered owners of private stands— 
timber which should be left to grow for another 40 years or more. 

One of the obligations of any industry is to provide opportunities for young 
men, not just to fill jobs, but to develop their own ideas and operations. How 
did most of the present-day large operations come into existence? They started 
small, some on private stumpage and some on public, and through initiative 
expanded to their present size. In the past no basic industry in the country) 
had a better record for providing opportunity for individual enterprise but this 
program of cooperative agreements would shut the door, sustaining those for- 
tunate enough to be “in” but keeping out all newcomers and preventing normal 
growth. 


ELIMINATION OF COMPETITIVE BIDDING REDUCES PUBLIC REVENUE 


Since the public forests belong to all the citizens they should know the possible 
effect of cooperative agreements upon their pocketbooks. In the past public 
stumpage has been sold to the highest bidder; under cooperative agreements 
it will be sold to the cooperator at appraised value, without competition.” The 
record of Federal timber sales in recent years shows that competition has resulted 
in bids sometimes reaching double the appraised value. For instance one lot of 
timber in Washington appraised at $75,000 brought $158,000; in another Forest 
Service sale close to the only existing cooperative unit, Douglas fir appraised at 
$11.60 per thousand brought $19 and hemlock appraised at $2 per thousand was 
sold to the high bidder for $4. When one considers the billions of feet of 
Government timber which may be involved in cooperative agreements the poten- 
tial loss in revenue to the citizen-owners through departure from competitive 
bidding is truly staggering. This is a matter of importance to all but it is of 
special concern to the counties in which the Federal timber is located. Federal 
lands pay no taxes. Instead the counties receive 25 percent of receipts of 
national forest sales and 50 percent from sales of O. & C. timber. The allowable 
annual cut of O. & C. timber is approximately 600 million board feet. For ever) 
dollar per thoussnd feet of revenue lost trough elimination of comnyetitive bid 
ding the cost to Oregon counties would be 50 cents—: nd as shown above the 
difference between appraised values and bids is frequently as much as $10-$12 
per thousand, not $1. The possible loss on national forest timber is much greater 
because more is involved. For example, the allowable annual cut on national 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 2483 


forests in Oregon and Washington is 2,245 million feet and in California over a 
billion feet. 
MUST FACTORIES PRODUCE ALL THEIR RAW MATERIALS? 


One of the reasons advanced for cooperative agreements is that they will 
promote integration of forest industries. Presumably this means that the same 
firm will own the timberland, do the logging and manufacturing of lumber, 
plywood, pulp, and byproducts and also handle the distribution of products right 
through to the consumer. If this takes place what becomes of the independent 
logger, contract hauler, manufacturer, wholesaler, retailer, and industrial 
plant whose raw material is wood? If such a plan were carried out we would not 
only have a monopoly in timber supply but in manufacture and distribution as 
well. There is no more sense in advocating that a sawmill grow and harvest 
all its raw material, timber. and refine and distribute all its product, lumber, 
than to maintain that the flour mills should own and operate all the wheat 
farms; or that the cotton-cloth manufacturers should grow all the cotton, or the 
food-packing plants own all the berry and vegetable farms. 

In addition to a monopoly of public timber, one of the advantages to operators 
who enter into cooperative agreements with the Government is revealed in a 
statement contained in a report made by a member of the O. & C. Advisory Com- 
mittee, which reads “A cooperative agreement enhances the sale and loan value 
of a cooperator’s intermingled privately owned timber and/or lumber manufac- 
turing plant.” In other words, a cooperator is to receive a Federal subsidy to 
enable him to cut his timber on a sustained-yield basis. Who is going to subsi- 
dize the thousands of other operators who do not have agreements? This coun- 
try has prospered uncer a system of private initiative rather than Federal! 
paternalism, and it is not in keeping with our ideals to subsidize a minority with 
exclusive cutting rights in public timber. 


SUBSIDIES BRING GOVERNMENT CONTROL 


Operators who are considering the advantages, to themselves, of cooperative 
agreements should bear in mind that subsidies imply a certain amount of control 
over operations. For years the lumber industry has fought attempts of bureau- 
crats and advocates of state socialism to place private timberland under Federal 
regulation. Cooperative agreements bring Federal regulation to the private 
lands involved. If Federal regulation is invited on some private holdings, how 
can it be deemed undesirable on others? 


COOPERATIVE AGREEMENTS NOT NECESSARY 


Cooperative agreements are not necessary to secure sustained yield. The Fed- 
eral agencies administering public forests, representing 60 percent of the total 
in Western States, are already supposed to be operating them for sustained yield. 
Several of the States also require that State forest land be administered on this 
basis. Spokesmen for associations representing the larger operators in the 
Pacific Northwest claim that one-third of the timber in private ownership in 
that area is now being cut on sustained yield and that at least one-third of the 
logged area is already in certified tree farms dedicated to continuous production. 
For the small remainder surely there is some other way than through monopo 
listic agreements to encourage sustained yield. If sustained-yield management 
is good forestry, good business, and a characteristic of good citizenship in timber 
country, we should be able to achieve our goal by education, demonstration, and, 
if necessary, local legislation, rather than through subsidy, bureaucratic control, 
and elimination of many concerns to assure perpetual operation of a few. 

Granted there is not sufficient timber to maintain all of the firms and indi- 
viduals who would like to make a living from this industry—is this situation 
peculiar to the forests? Are there not periods when we have too many grocery 
stores, restaurants, gasoline stations, apple and nut growers, laborers, and the 
like? Under free economy there is normally no security for inefficient operators, 
and this applies to forest industries as well as others. Instead of granting a 
monopoly in public timber to a few operators on the basis of private land owner- 
ship, would it not be better to put all public forest land on a real sustained-yield 
basis with the permissible annual cut sold in small units and under competitive 
bids to any who could qualify on the basis of maximum utilization of the stump- 
age? It is better for labor, better for business, and better for the community to 
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have 10 mills each producing 25,000 feet per day than only 1 mill eutting 250,000 
feet. 

By all means let us encourage conditions which will result in keeping our forest 
lands continuously productive. Let us create mor forest wealth rather than 
merely share what we now possess among a few. Let us seek to stabilize employ- 
ment by improving utilization of the harvest rather than by arbitrarily establish- 
ing a quota based upon today’s knowledge. Who among us is wise enough to 
forecast our needs for wood fiber, our degree of utilization, or economic condition 
100 years hence—which is the term covered by some cooperative agreements? 

The policy of sustained-yield forest management is desirable, but there must 
be a better means of bringing it into practice than by dumping overboard our 
American system of free competitive enterprise to make way for a long-term 
experiment involving monopoly in timber supply and bureaucratic regulation of 
private forests. 

(Prepared by Western Forest Industries Association, Portland, Oreg.) 


Mr. Mansrrecp. Our next witness will be Mr. H. R. Morris. 


STATEMENT OF H. R. MORRIS, PROPRIETOR, OAK STREET TANK & 
STEEL CO., ASHLAND, OREG. 


Mr. Mansrtetp. Mr. Morris, will you please give the reporter your 
name, your business, and your address ? 

Mr. Morrts. My name is H. R. Morris, and I own and operate the 
Oak Street Tank & Steel Co., in Ashland, Oreg. 

I am also representing the Ashland Chamber of Commerce as chair- 
man of the industrial committee. 

Mr. Datmas. May I say to Mr. Morris, Mr. Chairman, that we 
have one thing in common? I come from Ashland, Ky. 

Mr. Mansrtievp. Proceed. 

Mr. Morris. Well, I operate a steel and fabricating and manufactur- 
ing business normally employing 60 people. Today I have 30. The 
reason for that is our inability to get steel for civilian production. 

Since this national emergency started I have one section in my 
office and two employees putting in full time in attempting to secure 
some kind of a defense contract. We have contacted every procure- 
ment office in the country that we have been able to learn of, also some 
prime contractors that have been successful in getting contracts, at- 
tempting to get subcontracts from them. 

Mr. Mansrieip. Well, Mr. Morris, is your problem a lack of con- 
tracts or a lack of steel? 

Mr. Morrts. Well, it is both. 

Mr. Mansrievp. I see. What is your steel allocation / 

Mr. Morrts. I think it is 60 tons. We have not received returns on 
our CMP yet, except that one small portion of it. 

Mr. Mansrtecp. What is your normal need ¢ 

Mr. Morets. About 240 tons per month. 

Mr. Mansrrerp. And these allocations are on a quarterly basis? 

Mr. Morris. Yes; they are. 

Mr. Mansrireip. What have your allocations been for the first three 
quarters of this vear ¢ 

Mr. Morris. Weill, you mean from the steel mills? 

Mr. Mansriein. Yes. 

Mr. Morris. We have been cut down to about 20 tons per month. 

Mr. Mansrieip. Beginning when, roughly ? 

Mr. Morris. Starting the first of the vear. 

Mr. Mansrrevp. I see. 
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Mr. Morris. Now, I can clarify that by saying that I never have 
been able to place orders direct with the steel mills for all the steel 
we need. Consequently, I have been buying from steel jobbers and 
steel warehouses. 

We had the opportunity to make three bids on defense contracts—— 

Mr. MansrteLp. Before you go into that, have you been paying a 
legitimate price for your steel all the time? 

Mr. Morris. Yes, we have. 

Mr. Mansrievp. All right; proceed. 

Mr. Morris. There is plenty of steel available on the market at a 
higher price, however, but we have not gone into that. 

But on these three contracts, we lost two of them because of our 
inability to place an order for that steel with the steel mills in time 
to perform on the contract. One of them was lost on account of 
freight. 

It seems to me that if it could be made possible for the small manu- 
facturer to get a break on the freight, and also the assurance of being 
able to bid and place, if he secured the bid, orders so that he could get 
the materials to complete the job— 

Mr. Mansrietp. Mr. Morris, I assume that you get your steel from 
either Geneva, Utah, or California / 

Mr. Morris. We get it from Sparrows Point, Md., Bethlehem. We 
have been unable to place orders or have them accepted here. 

Mr. Mansrrevp. I think, Mr. Dalmas, that one of the things we can 
do is to get Mr. Morris together with Mr. Tackle and Mr. Bartlett. 
Would you mind meeting with them right now to see what can be 
worked out in the matter of increasing your steel allotment, and then 
it may be that afterward you might have to meet with Major Wharton 
to discuss it as a whole. 

Mr. Morris. I will be glad to, 

Mr. Mansrieip. Thank you. I believe Major Wharton has a state- 
ment for the record in regard to the matter of pallets that Mr. Lay 
cliseussed., 

Major Wuarren. Since pallets are purchased under Federal speci- 
fications, Mr. Chairman, the responsible agency for those specifications 
is the Federal Specifieations Board. It may have a much fancier 
name, but for all purposes, anyway, that is close enough to it. 

We have discussed with Mr. Lay his problem, and I believe it is a 
very serious one, indeed, for people in this part of the country. In 
order to attempt to assure people who are interested in not only pal- 
lets, but other types of wood, even objects purchased by the military, 
Mr. Lay has offered to give us certain information which is in his 
files, and I will personally take the matter up with the Federal Speci- 
fications Board. 

That Board consists of members from all agencies in the Federal 
Government which buy objects made of wood, such as could be pro- 
duced in this part of the country. 

Mr. Mansrrenp. I see. 

Majer Wuarron. We will request that they make a test specifically 
of Douglas fir pallets to be used not just by the military, but by GSA 
us well, so that that will be written into the specifications. 

Mr. Mansrieip. Thank you, Major. 

We will now call upon Mr. Fred Fowler. 








2486 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


STATEMENT OF FRED FOWLER, REPRESENTING FOWLER 
MANUFACTURING CO., PORTLAND, OREG. 


Mr. Mansrtetp. Sit down, Mr. Fowler, and please give the reporter 
your name, your business, and your address. 

Mr. Fowter. Thank you, sir. 

My name is Fred A. Fowler, of the Fowler Manufacturing Co., 
Portland, Oreg. We are manufacturers of electric and gas water 
heaters for domestic use. 

Well, gentlemen, I am here not to bring before you any particular 
problem in regard to war work. However, as a small manufacturer 
employing approximately 200 people, manufacturing gas and electric 
water heaters of a certain type and quality, we have a specific problem 
with Federal specification. 

I think it would be of value to you gentlemen to know that we manu- 
facture water heaters comprising glass-lined or porcelain-lined tanks. 

Federal specification No. WH_i96 specifically mentions in electric 
water heaters a galvanized tank. We Lane given you that particular 
paragraph covering the tank, which I would like to read, and it is 
paragraph D5a, under Federal specification WH -196, and it reads: 

The tank shall be constructed of suitable steel with all seams welded. It shal! 


be hot-dipped galvanized, not less than 0.0042 inch in thickness (2% ounces 
per square foot of surface area) inside and outside at uniform temperature 


after fabrication. 

We bring to your attention the fact, gentlemen, that that particular 
paragraph is discriminatory, in that it does not allow us to bid on 
jobs, construction jobs, with a porcelain- or glass-lined tank. 

There are several other manufacturers of the same type of tank 
which we manufacture. We have, in some instances, been able to 
talk to various procurement agencies, and we have pointed out the 
value of our product, and they have inserted in the specifications an 
alternate, allowing us to bid. 

In many cases we have been successful in that bidding and have 
received many awards from various Government agencies, including 
the Army, the Navy, the Department of the Interior, and so forth. 

However, we feel that it is of prime importance and of urgent 
necessity that this specification be revised to allow our product to 
be bid on in the Government bid forms. 

Mr. Mansrietp. Now, Mr. Dalmas, what are your comments on this 
particular problem ? 

Mr. Datmas. Well, this particular tank specification would seem 
to me to be dated around some 25 or 30 years ago, maybe 40. There 
has been a great development in the building of heaters, electric, gas, 
and others, and water tanks, and certainly the old ganvanized tank, 
as such, is among the least acceptable on the market today, I would say. 

It certainly seems that there is some room for improvement of the 
Federal specification. 

Mr. Fowxer. That is right. I have with me, unfortunately, only 
one copy of this Federal specification WH-196, which I am referring 
to, which is dated May 24, 1949. , 

In the meantime, or since that time, we have had a representative 
in Washington who called, we thought, upon the proper agency, the 
Department of Agriculture. 

We also have had correspondence with them, and they have, in 
turn, assured us that something would be done. We don’t know how 
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long it is going to take. We have not been as active in having the 
specifications revised as possibly we should have been. However, the 
reason for that was because of our close distribution in the 11 Western 
States. We were able to personally contact the various procurement 
agencies, because of our now national distribution, and the fact that 
the procurement officers are in so many areas, it is physically impos- 
sible for us to contact them personally. 

Mr. Mansrievp. Mr. Fowler, it is your belief, then, that the proper 
Government agency to contact about this is the Department of Ag- 
riculture, that they are the ones who are responsible ¢ ¢ 

Mr. Fowier. They are apparently responsible for this particular 
specification, yes. 

Mr. Mansrievp. Could you give the committee now the name, title, 
and division of the individual whom you have been contacting in the 
Department of Agriculture, so that this committee on its return to 
Washington next week can take this matter up personally to see what 
can be done that will be of assistance to you ¢ 

Mr. Fowuer. We have had correspondence with Mr. Earl C. Me- 
Cracken, room 201, Center Building, Agricultural Research Center, 
Bureau of Human Nutrition and Home ‘Economics. Beltsville, Md. 

Mr. Mansrte.p. I see. 

Mr. Daumas. Isn't this a problem, really, for the General Services 
Administration? Do we have a representative here from General 
Services ¢ 

Mr. Donounvr. Yes, I am here representing the General Services 
Administration. 

Mr. Mansrrecp. Wouldn't the General Services Administration, as 
the civilian purchasing authority for the Government, have a great 
interest in this particular specification ¢ 

Mr. Donouve. Yes, they would. As you know, the Federal speci- 
fications are not drawn specifically by the Genera! Services 4 dmin- 
istration. 

Mr. Davmas. That is right. 

Mr. Donouvr. It is made up of a group of men who have repre- 
sentatives on this Federal Specifications Board. They draw up a 
proposed specification, and then send it out to the trade for the tracle 
to make comment on, and so forth, before it goes into what you might 
say the completed specification which will be a standard for the trade. 

Now, I would think that probably some of the faults of the specifi- 
cations are that the manufacturers, and so forth, are probably lax in 
drawing the specifications to the attention of the proper authorities in 
Washington, and they should be revised and they should set forth the 
reasons why the believe they should be changed. 

Mr. Mansrrevp. Mr. Donohue, the committee would appreciate your 
taking this matter up with the Federal Specifications Board on the 
basis of Mr. Fowler’s testimony this morning, and if you will do that 
we will contact the Department of Agriculture, and then together 
we might be able to do something. The committee would appreciate 
copies of yeur correspondence and the replies that you receive from 
this Board. 

Mr. Donouve. We will be very glad to do that, Mr. Chairman. 

Mr. Datmas. That is all I have, Mr. Chairman. But in looking at 
this catalog of Mr. Fowler’s, it would appear to me that he has a very 
modern type of water heater, and the eeconasant should have the 
benefit, at least, of being able to choose it, if the bids are right. 
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Mr. Fowrer. That is right. 

Mr. Rirey. Mr. Chairman ‘ 

Mr. Mansrievp. Mr. Riley. 

Mr. Ritey. Well, I was going to suggest, Mr. Chairman, that Major 
Wharton also take this up, inasmuch as she was going to refer the lay 
question to the Specifications Board ; will vou not ¢ 

Major Wuarron. | will be glad to do that, sir. 

Mr. Ritey. Inasmuch as she is in Washington. 

Mr. Mansrietp. We will try to approach it from three different 
angles. 

Mr. Reporter, will you see that Mr. Fowler’s material is made a part 
of the record? Thank you very much. 

(The matenial referred to is as follows :) 


House SMALL Business COMMITTEE HEARING, PORTLAND, Oneo., JULY 5, 1951 


Witness—Fowler Manufacturing Co., Portland, Oreg. 
Subject—Revision Federal Specification WH-196, Par.: 6A 

1. Federal specification for heaters, electric, water, storage, domestic, amend- 

ment 2, May 24, 1949: 
Par.: D5—Tank. 

D5a—The tank shall be constructed of suitable steel with all seams weld- 
ed. It shall be hot-dipped galvanized not less than 0.0042 inch in thickness 
(2% ounces per square foot of surface area) inside and outside at uniform 
temperature after fabrication. 

2. In referring to the above specification, we call attention to the restrictive 
nature of paragraph D-—Sa. It is restrictive, since it precludes the opportunity 
to bid porcelain-lined or glass-lined tank heaters. 

To. review these developments for you, we submit the following information: 

In 1934 the Fowler Manufacturing Co. began the development of the 
application of porcelain to the inside of a water storage tank. This was 
developed with the assistance of the steel companies and the suppliers of 
“frit” until a highly satisfactory combination of these two components had 
been obtained. Namely, a low carbon enameling steel, and porcelain “frit” 
coatings, for penetration (base coat) and acid resistancy qualities for 
(finish coat). 

Manufacturing procedures have been perfected to the point of continuous 
furnaces for firing the “frit” and as to include other supporting and es- 
pecially designed equipment * * * Hydro tester (450 pounds per 
square inch pressure test), automatic side seam welder, pickling tanks, 
and so forth. We advise also that similar manufacturing procedures are 
being carried on by other manufacturers, and currently porcelain-lined or 
glass-lined heaters are being offered under the following trade names: 
Fowler, Kelvinator, Permaglas (A. QO. Smith Corp.), Homart (Sears Roe- 
buck & Co.). 

As an indication of the confidence manufacturers have in this product, we 
submit for your consideration the warranty offered on the Fowler and 
Kelvinator product. 

Also we submit other supporting material and descriptive information for 
your consideration. 

The following Government agencies and facilities have specified porcelain- or 
glass-lined tanks, which indicates their preferance to the glass-lined over the 
zine-lined tank. 


| Order No Date 
on piisteediandis =| od 
Department of the Army, Corps of Engineers 44931 | Jan. 9, 1950 
Do 47432 | Sept. 20, 1950 
Fort Srhith Housing Authority, Fort Smith, Ark | —e | Jan. 11,1951 
United States Department of the Interior 1140 | Jan. 12,195! 
Deo ’ 8799 | Oct. 9, 1950 
Do ¥2611 Feb. 8, 1050 


United States Army (contract A F94 (607)) 316 | Jan. 10,1951 
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We specifically request, therefore, the inclusion in Specification W—H-—196 
the porcelain or glass-lined tank, and submit the following suggested specifica- 
tions to cover. 

Suggested specification addition to paragraph D—Ha. 

or—tank having two coats of porcelain enamel fused to steel; consisting 
of ground coat and acid-resisting cover coat, rfied on at approximately 
1,600° F. Thickness of porcelain to be not less than 0.010 inch and covering 
not less than 6 ounces per square foot. Side shell and heads of tank to be 
inspected and assembled after porcelain has been applied. 

3. If it is within the scope of this committee we request assistance in expedit- 
ing revision of Federal Specification W—H-196 as above outlined. 

4. Attached find additional information regarding poreelain- or glass-lined 
tank electric water heaters.’ 


Mr. Mansrieitp. Now, our next witness will be Mr. E. T. Norling. 


STATEMENT OF E. T. NORLING, VICE PRESIDENT AND GENERAL 
MANAGER, GENERAL METALWARE CO. 


Mr. Mansrieip. Mr. Norling, will you give the reporter your name, 
your business, and your address, please ¢ 

Mr. Noriane. Yes. E. T. Norling, and I am vice president and 
reneral manager of the General Metalware Co., 2451 Northwest 
Beate aise 

Mr. Mansrievp. Proceed. 

Mr. Noriinc. My main concern is the drastic pending reductions in 
our civilian products. We are going to be reduced, oh, certainly to 
the extent of 35 percent in the fourth quarter, and it may start sooner. 

Mr. Mansrieip. Could we have your statement, please, Mr. Norling ¢ 

Mr. Noruine. Yes, sir | handing document to the chairman |. 

Mr. Mansrievp. Proceed, sir. 

Mr. Noruinc. The NPA restriction orders on aluminum and steel, 
as well as the CMP allotment methods that are being used for allot 
ting steel, have resulted in our curtailing operations. We have gone 
from 8&5 production men down to 50, and I believe that it will taper 
off to less than that in the fourth quarter, unless we are in a position 
to obtain some more material. 

I would like to make the suggestion, in the case of a plant that is un- 
able to obtain any war work, that whenever we would appeal, on which 
there are forms for us to appeal for extra material, that that be given 
some favorable consideration. 

One of the points that I would like to emphasize is that the NPA 
has seen fit to put an asterisk under the classification of garbage cans, 
which is quite a large volume item with us. That means they allot no 
steel, but we are supposed to find it in the free market. But so far I 
have not been able to find any free market steel. As of now, it just does 
not exist. 

I would like to make a statement about our war status. During the 
last war we had very substantial 

Mr. Mansrtetp. First, Mr. Norling, do you have a DO order? 

Mr. Noruina. We have received an allotment from the NPA, which 
carries a DO. All allotments have a DO on them. 

Mr. Mansrieip. How does your allotment compare with the amount 
of your ordinary use? 


? Not printed ; on file with the committee. 
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Mr. Norurne. We ordinarily use about 450 tons per quarter of sheets, 
and our allotments are 260 tons so far, and I believe that is final, al- 


though I am not positive. 
Mr. Mansrie.p. Is that your allotment for each of the first three 


quarters of this year? 

Mr. Nortine. No; that is our allotment for the third quarter; and, 
incidentally, the third quarter is all filled with steel producers. For 
the fourth quarter, on one of our lines, which is a sheet-steel stove, we 
received 80 percent of our quota for the fourth quarter, and on all 
of the other products we received 70 percent of the quota, which means 
that we would get 70 percent or probably 75 percent of the 260 tons 
for the fourth quarter, although that can be increased later on. 

Mr. Mansrtevp. Proceed, Mr. Norling. 

Mr. Nortine. This matter of war contracts has been of very serious 
concern tome. I have contacted every agency and every possible prime 
contractor where I knew there was any _— of their procur- 
ing any Government products, but none of the agencies are procuring 
anything in the light-gage metal field. By that, I mean in mass- 
production quantities. 

We had large contracts with Army Ordnance in the last war. How- 
ever, their procurements are practically all machine-shop contracts, 
which we do not fit into. They also have their tank program, which 
uses much heavier steel than we use. So, as matters now stand with 
Army Ordnance, we have no opportunity to bid on anything, due to 
the fact that they were not procuring anything within our manufac- 
turing scope. 

The navy yard gave us a lot of business in the last war, but they 
are now able to make all of their products themselves, and their work 
is practically all repair work up there, which again does not lend it- 
self to mass production. 

We also made the doors for practically all of the Kaiser ships pro- 
duced in this area during the last war, and there again there is no pro- 
duction of any vessels. It is all repair work. 

So that is something that I think is quite important: that when you 
have a firm whose production is being drastically reduced by CMP 
and/or NPA directives, I believe some consideration should be given 
to that, when you request additional quantities of material for manu- 
facturing civilian goods. 

Mr. Mansrietp. Well then, Mr. Norling, as I understand it, your 
suggestion as of now is that you be allowed a greater allocation of 
steel. : 

Mr. Norurne. That is correct; yes. 

Mr. Mansrtetp. What else? 

Mr. Nortrne. That is my only suggestion; I can make no complaint 
on the procurement agencies or others. 

Mr. itiverenite. But you have not got the stuff to fulfill the con 
tracts? You cannot hold them responsible to any great extent ; is that 
correct ? 

Mr. Nortine. We have not had any contracts or any opportunities 
to bid on anything that we could manufacture. All of the contract- 
in this area that I know about are small production runs. They do 
not justify a tooling set-up such as me be necessary in our plant. 

Mr. Mansrievp. Mr. Norling, Mr. Tackle and Mr. Bartlett, of the 
NPA, are not here at the present time; they are out of the room with 
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another businessman. But the committee would like you to meet with 
them as soon as they are free of their present assignment. 

I am wondering if at the present time Major Wharton might have 
any comments on contracts and prime contracts that you would care 
to make ¢ 

Major Wuarron. Yes,sir. Iam very interested in his garbage cans, 
because we purchase what we call the GI garbage cans in the Army 
and for the other services. Have you been able to bid on these, or 
were they of a type that you could bid on? 

Mr. Norttne. The specifications are for a tapered-type can which 
nests. We do not make that can, and it is not made on the coast, the 
reason being that it has no acceptance for civilian production in this 
area here. You couldn't sell them through normal channels. 

There are several midwestern and eastern manufacturers making 
that can, and they have adequate facilities for taking care of all of that 
business, and there are some tapered cans sold in that area. So it 
doesn’t seem practical for us to tool up on the possibility of our making 
that can. 

Incidentally, I would like to make a statement on garbage cans. It 
is rather difficult for me to conceive the reason for the NPA not includ- 
ing or not allotting steel for the manufacture of garbage cans. In the 
last war we got some of the highest priorities of any of our sales on 
garbage cans. 

Mr. Mansrievp. Mr. Norling, I think that is one of the things you 
ought to discuss with Mr. Bartlett and with Mr. Tackle when you 
meet. with them. 

Major Wuarron. I should like, if he has time, to go over with him 
a short list of products that I have which are possibly along his lines. 
Maybe not, Congressman, but it might give him an idea that would 
be helpful as to things that the Quartermaster does purchase. 

Mr. Mansrietp. Very well. 

Mr. Dautmas. Mr. Chairman, it would seem to me that another source 
of Government business, if Mr. Norling is looking for that, would be 
the Veterans’ Administration, General Services Administration, who 
are large purchasers of the sheet-metal products. 

Mr. Noriine. Well, we are on the bid list of those. 

Mr. Dautmas. Both the Veterans’ and General Services Adminis- 
tration. 

Mr. Nortine. Both of those procurement agencies; yes. 

Mr. Davmas. Of course, I might point out that one of the items in 
the very shortest supply is light-gage metal sheets. You know that, 
of course, and that production has been cut back to take care of certain 
collateral programs, like the freight-car program, and so on. They 
are not rolling, even today, the tonnage in light-gage steel sheets that 
they were a year ago. ‘That is probably the shortest item of all com- 
mon ordinary steel items in the market today. 

Mr. Nortine. We have been cut down quite extensively. 

Mr. Mansrieip. Will you get together with Major Wharton now, 
and then we will get you together with the NPA people when they 
are free of their present assignment. 

Mr. Noruine. Thank you. 

Mr. Mansrtetp. Mr. Reporter, will you see that Mr. Norling’s state- 
ment is made a part of the record ? 

86267—51—pt. 3——-41 
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(The document referred to above is as follows :) 


STATEMENT OF Mr. E. T. Nortine, Vice PRESIDENT, GENERAL MANAGER, 
GENERAL METALWARE CO., PORTLAND, OREG. 


ESSENTIAL CIVILIAN SUPPLIES 


We are mass-production manufacturers of sheet-metal products normally em- 
ploying approximately 85 men. We now have 50. 

Our major products are building supplies, furnace pipe and fittings, garbage 
cans and stoves. These products are sold through jobbers and mail-order houses. 
This merchandise is made from light-gage steel and aluminum sheets. 

Our third-quarter mill acceptances for steel are 35 percent less than for the 
same period last year. We are on an allocation basis with our steel suppliers 
and our quota has been substantially reduced. It is possible that the NPA con- 
trolled-materials plan will affect this condition, but I do not look for any im- 
provement. 

Our third-quarter aluminum production will be reduced from 35 to 50 percent 
of the same period last year. This is due to NPA restrictions on the use of alu- 
minum. 

With respect to our future garbage-can production under the CMP plan, the 
NPA has not allowed any steel for this use, which will make it necessary for us 
to acquire the needed material on the free market. In face of present stocks 
of our suppliers, we doubt if we can get steel for the production of this item. 
We do not produce the tapered can purchased by the Quartermaster Corps. The 
cost of tooling for this item would be excessive, and there are adequate suppliers 
for the Government purchases now. We feel that the asterisk should be removed 
from the garbage-can listing of CMP listing of B products, allowing the NPA to 
allocate steel for this item which is greatly needed by the home owners for sani- 
tary purposes. During the last war we received substantial steel allotments for 
the production of garbage cans. 


DEFENSE PRIME AND SUBCONTRACTS 


Our only production of this nature is for Boeing, Seattle. The amounts in- 
volved are very small, and this business does not represent any consequential 
part of our plant’s production. We have shipped $1,222 since December 1, 1950, 
and have approximately $4,000 in unfilled orders, having extended delivery 
schedules. All Government procurement offices and all known prime contractors 
have been contacted. 

During World War II we had substantial prime and subcontracts with the 
Navy, Army Ordnance, and Maritime Commission. We made marine electrical 
fixtures, parachute-bomb containers, and doors for various types of ships. 

To the best of my knowledge, no Government contracts are being placed that 
require any quantity of fabricated light-gage sheet-metal products. The Bremer- 
ton Navy Yard is not procuring any sheet-metal products from commercial firms. 
They are able to make all this type of product they require in their own shop. 
We have been assured that we would receive consideration for any Navy re 
quirements that could not be fabricated in the yard. 

Army Ordnance has not procured any product within our scope. The con 
tracts they have placed require screw-machine or turret-lathe production. The 
tank program requires heavier metal than we can fabricate. 

The ship work in this area is all repair work which is not a production-type 
job and does not require much of the light sheet-metal work which we can pro 
duce. 

The reduced amounts of material available for our normal civilian products 
without any offsetting war production will work a hardship on us in the third 
or fourth quarter of this year. I believe it extremely important that controls 
on our civilian production are not further tightened until Government contracts 
are placed on a much larger scale. It seems absolutely necessary for some 
large prime contracts to be placed in this area to absorb the reduction in norma! 
civilian production. 

Thank you very much for your courtesy in hearing me. . 


Mr. Mansrre.p. Our next witness will be Mr. Richard E. Smith. 
Mr. Smith, will you sit down, please. 
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STATEMENT OF RICHARD E. SMITH, A. YOUNG & SON IRON WORKS 


Mr. Mansrietp. Will you give us your name, your business, and 
your address for the record, please, and then proceed in your own 
way. 

Mr. Smirn. Richard E. Smith, A. Young & Son Iron Works, 2300 
Northwest Nicolai, Portland. 

We produce structural steel, fabricated steel items, light forgings 
work, machine work. 

We have been working on getting some Government contracts since 
about last October, and through a series of wheel-spinning operations 
we finally got on the right track and got a bidders’ list. We got on 
the mailing list. We have never received, as yet, a full set of draw- 
ings and specifications in order to bid on a single unit. 

‘We have, however, had complete sets of drawings, and have scouted 
around the city here in local files and obtained the necessary specifi- 
cations to enter a bid. 

The time element is our biggest problem. We have approximately, 
and not more than that, 7 days after receiving a bid invitation to round 
up subbids as needed, to get information on the availability of steel, 
and to enter the bid in the | procurement office. 

We have requested that these bid invitations be air-mailed to us, 
thus gaining approximately 3 days in time. Apparently there are 
no provisions to have them air-mailed to us, even at our own expense. 

Mr. Mansrieip. Mr. Dalmas, do you recall the statement made by 
Major Wharton in Seattle Tuesday, relative to the new procedure 
they were going to follow, so that the information which this gentle- 
man and others in similar circumstances need can be gotten to them 
more quickly ¢ 

Mr. Damas. I do not recall the exact words, but the import of it 
was that steps were being taken to get information out with a little 
longer lead time, wherever possible. 

Mr. Mansrirnp. I believe it was 18 days. 

Mr. Datmas. Yes, 18 days. 

Mr. Rizxy. Pardon the interruption, sir, but I think they are going 
to supplement that by providing air-mail service for people in locali- 
ties such as this. I am certain that the people out here would be will- 
ing to pay a nominal fee for that, just to cover the cost. 

Mr. Mansrtrevp. That is supposed to come out this week. I believe 
you have got an 18-day leeway, plus special air-mail service, if you 
want to subscribe to it. 

Mr. Smiru. That will certainly help considerably. 

Then we have another problem, where these bids are quite large, 
and they have been broken down recently so that we can bid a number 
of the entire quantity, instead of the entire quantity itself, which is 
good, 

Our best bet, however, is on spare units, where we are making small 
units, a great number of them. All right, these spare orders are made 
up in such a manner that they are to be delivered in approximately 90 
or 120 days. They are apparently needed that way by the procure- 
ment agencies. ' 

Well, it happens that we are unable to obtain the material within 
90 or 120 days, let alone to produce the items within that time, and 
aeliead them to the eastern depot. 
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Apparently there has been no stockpiling program of materials in 
this area that we can put our hands on to produce these items at all. 

We are fortunate in being able to get materials from warehouses or 
steel jobbers in order to bid on some of these items, but there is a 
definite problem in getting enough material of any one type in this 
area in order to build these spares all by themselves. 

Mr. Datmas. What kind of material does it take? 

Mr. Smiru. Well, alloy steel, for instance. It is practically impos- 
sible to get. 

Mr. Dautmas. What sizes and shapes? 

Mr. Smirn. Well, for instance, some of them were six-eights in di- 
ameter. 

Mr. Daumas. Round? 

Mr. Smirxa. Round. Inch and a quarter diameter round, quarter- 
inch steel, mild steel, for rings and for pins is what they were. 

Mr. Datmas. Have you taken that up with your local NPA office? 

Mr. Surru. Well, we hoped that the CMP would solve some of these 
problems, and we went ahead and bid what we could and let it go at 
that for now. We understand that the first of July is the line of de- 
marcation for a lot of things that are going to change. 

Mr. Damas. Well, if it were a Government contract, a defense con- 
tract, you would certainly be able to get a directive, 1 would think. 

Mr. Surrn. But you cannot get delivery in time. 

Mr. Daimas. No, that is right. 

Mr. Smirxa. You cannot get delivery of the steel at all. 

Mr. Datmas. They are pretty clogged up, I think. Mr. Chairman, 
I think that isan NPA problem that should be discussed with them. 

Mr. Mansrrecp. Well, Mr. Tackle and Mr. Bartlett are out with 
Mr. Norling now, so as soon as they get through with Mr. Norling, Mr. 
Smith, they will see what they can do to assist you. 

‘The committee would suggest that you meet with them here as soon 
as they have finished with their present assignment. 

Mr. Surrn. All right. That will be fine. We have the same prob- 
lem on structural steels. 

Mr. Mansrterp. You can talk to them about all of the related 
problems, and see if some relief cannot be given to you, or some sug- 
gestions that might be of help brought forth. 

Mr. Smiru. That would be fine. 

This question of freighting finished items to depots in the East, 
which we feel will probably wind up in Korea, seems a little out of 
line to us. For instance, if we bid on a job, and we do have time 
to get the steel, we do not know but what we will have to ship the 
steel from Portland here, or rather, into Portland here from Penn- 
sylvania at about $1.85 a hundredweight, and then we are going to 
have to deliver the finished items to depots in the East, which will add 
that same price on again, making it more than 314 cents a pound 
price increase over what we would have if the steel were in Portland 
and delivered in Portland. 

Mr. Mansrtevp. It does not make sense, does it ? 

Mr. Sourrn. It does not to me. That is a serious problem, and it 
is magnified by the very fact that in the Portland area, in your 
Bureau of Labor Statistics, it shows that we are the highest paid 
labor market in the hard goods industry in the United States. We 
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exceed the price in Seattle by 5 cents an hour. They are second 
and are tied with Detroit. 

So we are competing not only with our higher labor, which is the 
result of the presence of shipyards on the coast, plus programs during 
the last war, but plus that we have to compete with freight in both 
directions on materials and finished goods. 

Mr. Datmas. In that connection, I am very much struck by an 
item in a report on the western steel situation that I hold in my hand 
here, that some of the steel manufactured out here on the west coast 
is currently going to the East and Middle West under allocation 
programs. Some of this steel is moving as far as the Atlantic coast 
by rail. 

Now, we have one case where manufacturers out here are faced with 
getting steel from the East, and here under Government allocation 
directives of some sort steel made out here in California and Utah 
is moving to the Atlantic coast. That seems to be a very uneconomic 
operation. 

Mr. Mansrtevp. It surely does, especially in view of the statement 
made by the preceding witness to the effect that he got steel from 
‘ . . . > 
Sparrows Point, Md., which is really Baltimere. You cannot go 

much further out in the Atlantic. 

That is one of the problems that this committee must go into, 
because it is a serious one, and it bears a similarity to the transpor- 
tation system, as it affects the lumber system out here as well, and 
the committee feels that steel manufactured in Utah and California 
ought to be allocated to this particular part of the country, and 
certainly not shipped East for use there, where they have so much 
more than we have out here. 

One of the handicaps in your line and the line of other business- 
men here this morning is the fact that they are low on steel needed 
to manufacture their products. 

Mr. Smirn. Thank you. 

Mr. Daumas. Mr. Chairman, our good friends here in the chamber 
of commerce, I do not believe would object, so I would like to ask 
your permission to place in the record this analysis of the current 
western steel situation prepared by Mr. James F. Bone, manager, 
industrial department of the Los Angeles Chamber of Commerce. 

Mr. Mansriecp. Without objection it will be made a part of the 
record. 

(The document referred to above is as follows :) 


Tur CURRENT WESTERN STEEL SITUATION 


(Prepared by James F. Bone, Manager, Industrial Department, Los Angeles 
(hamber of Commerce, Los Angeles, Calif.) 


In 1950 the steel-producing industry of the Nation turned out 96,500,000 tons 
of steel ingot and steel for castings. 

California, at the end of 1950, had a steel-making capacity of 2,562,000 tons 
annually or 2.65 percent of the national total. This steel is produced by Kaiser 
Steel Co. at Fontana; Columbia Steel Co. (United States Steel subsidiary) at 
Torrance and Pittsburg, Calif.; Bethlehem Pacific Coast Steel Corp. at South 
San Francisco and Los Angeles; the Judson Steel Corp. at Oakland; National 
Supply Co. at Torrance ; and Pacific States Steel Co. at Niles. 

Oregon and Washington have a combined annual capacity of 416,000 tons in 
the Seattle mill of Bethlehem Pacific Coast Steel Corp., the Isaacson Lron Works 
at Seattle, and the Oregon Steel Mills at Portland at Portland. This capacity, 
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plus the California production, gives the Pacific coast a total annual capacity 
of 2,980,500 tons of steel. 

Geneva Steel Co. at Geneva, Utah, with a total annual capacity at present of 
1,400,000 tons is the only other western mill. 

The total western capacity, including Geneva, is currently set at 4,378,000 
tons of electric and open-hearth steel. An additional electric furnace is under 
constreution at the Los Angeles plant of Bethlehem; however, at this date the 
Los Angeles plant of Bethlehem is being threatened with a shut-down by the Los 
Angeles County Air-Pollution Authority. 

It has been generally agreed upon by the best authorities that west coast con- 
sumption of steel in 1950 totaled 6,000,000 tons. This is 24 percent more steel 
than the West, including Geneva, can produce with existing facilities. 

Western industry used 2,200,000 tons of steel in 1940 and produced only 28 
percent of its requirements. In the year 1949 the market rose to a 5,000,000 
tons demand with 59 percent of the market supplied from the West. 

In 10 year’s time the market has increased 128 percent. 

The greater part of the increased rolling capacity of the West since 1950 has 
been represented by plate mills and structual rolling facilities ; and since the war 
the greater part of the plate production has gone into pipe for various pipeline 
construction jobs—both in the mid-continental United States and in foreign 
countries——rather than to western fabricators. 

Currently, much of the plate production of the Geneva, Utah, mill is mov 
ing into the Midwest and East under allocations for ship and freight car con- 
struction programs. 

Up until a few monthk ago the California cold reduction sheet mill at Pitts- 
burg, Calif., was operating on intermediate material from the Geneva, Utah: 
Birmingham, Ala., and Cartegie-Illinois, subsidiaries of the United States Stee! 
Corp. However, the shipments from Carnegie-Illinois, and Birmingham have 
been discontinued ; consequently, there is less western production of cold-rolled 
sheet now in the West than was the case prior to the defense-production program. 

Since the end of World War II many eastern and midwestern companies have 
withdrawn from the west coast market and consistently turn down orders from 
western customers. This has been particularly true in the case of suppliers of 
sheet metal. 

The supply of sheet steel on the Pacific coast has been well below demand since 
the end of the war. 

Several groups of manufacturers on the Pacific coast have requested relief by 
way of directives to eastern mills to favor west coast customers’ orders. It is, 
of course, true that steel is in short supply nationally, but it is quite apparent 
that additional blast furnace, open hearth and rolling capacity is needed in the 
West—particularly for sheet—if mills in the Midwest and East stand by their 
policy of permanent withdrawal from the western market. 

It should also be noted here that approximately 2 years ago Columbia Stee! 
Co. announced that it had purchased buildings and land owned by the Federal 
Government in Los Angeles (Torrance area) and would convert the property 
to a cold reduction mill with a capacity of 300,000 tons of sheet steel a year. 
This rolling mill was to be supplied with intermediate material from the Geneva, 
Utah, mill. This project has never developed, and it is our understanding that 
equipment in the building has been shipped to Pittsburg, Calif. 

The Kaiser mill at Fontana is currently shipping steel to the East and Middle 
West under allocation programs—some of this steel is moving as far as the 
Atlantic coast by rail. 

A recent report from the Munitions Board indicated that California leads the 
Nation in awards of military contracts with approximately 18 percent of the 
total value of contracts awarded to date. The United States Air Force Renego- 
tiation Board, which renegotiates contracts for all armed services in southern 
California reports that 25 percent of all of the total number of contracts awarded 
by military services to date are held by Pacific coast companies, and 87 percent of 
that total are held by southern California companies. 

We find then, that with this heavy defense production program in the West, 
we are faced with a situation where total-western production of steel (including 
intracompany consumption and steel shipped east from western mills) is at an 
annual level currently of 4,378,000 tons; whereas the current annual demand 
is 6,000,000 tons—and increasing steadily. 

In the face of this situation more steel from eastern and midwestern mills is 
being withdrawn from the western market. 
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Western Steel Production, Annual Capacity, Ingot Tons, 1951 


(Includes new facilities going into production in 1951) 


California : : 
Bethlehem Pacific Coast Steel Corp. : Tons 
BE a usscs ence ates ah eaieipet tihenehcacedesotnet Ph TENE REE 240, 000 
Los Angeles — Pt. 324, 000 
Columbia Steel Company (U nited States Steel subsidiary k 
Los Angeles and San Francisco area___..-~~-~- ei 578, 0OU 
DPC plant, Pittsburg (foundry steel) _..-......-.-------~-- 60, 000 
Others: 
OO SS ee eee a ee _... 1,380, 000 
Pacific States Steel Corp., Niles_ Cl ladinininidel ae Sra 271, 000 
BS EEE REET Se LIE Ee Ses Bit: 77, 000 
National Supply, Torrance. 1 EI ie i A SR me 47, 000 


Southwest Rolling Mills, Los Angeles____—-—~- a wage 36, OOO 


_... 8, 013, 000 


SS 
—_—_ 


ee TPA aioe EN HEL i: SES 


Pacific Northwest : 


Bethlehem, Seattle__—- Re rE RY ~ SEE od ee Ae ew Pe 216, 000 
Isaacson, Seattle____- i a a 102, 000 
Northwest Steel, Seattle_____- - “eae nie Ft he a eae 32, 000 
eR ey xe Poth Ae | 66, 000 

Total Pacific Northwest_____-_- a 2 RAE ETS eT as AU 416, 000 





Utah: Geneva____-_-- citinediadiatie taleactation ek Sle. Le OPT EE, 





Grand total, Western... ~~ BI ae ee 





.... 4, 829, GOO 


ADDITIONS UNDER CONSTRUCTION 
(Completion in 1952) 


1. Bethlehem, Los Angeles, electric furnace _____-- ' 2 ti ‘ 130, 000 
2. Geneva, Utah, open hearth OE ene) 28S ES IE. 160, 000 


, PLS) Tee ea ‘ Land bt 290, 000 


Mr. MansFievp. Thank you very much, Mr. Smith. 
Now, if you will stay around, as soon as Mr. Bartlett and Mr. Tackle 
are through with their present assignment, we would like to have you 


meet with them. 

Mr. Smiru. I will dothat. Thank you. 

Mr. Mansrtetp. Now, Mr. Reporter, will you see that Mr. Smith’s 
statement is made a part of the record. 

(The document referred to is as follows :) 


SMALL BUSINESS AND THE GOVERN MENT PROCUREMENT PROGRAM 
By Richard E. Smith, of the A. Young & Son Iron Works, Portland, Oreg. 


The west coast has some problems which are solely the result of the geographic 
location, There are few procurement offices on the west coast and there are a 
very small number of deliveries made to depots in the area. 

Since most deliveries of which I am familiar are made to points east of the 
Mississippi River, the freight cost of making delivery can increase the cost of 
goods purchased on the coast to as much as 2 cents per pound. The Government 
considers the delivered price which is the lowest in awarding bids—which is as 
it should be. But in the recent past many items were transshipped to ports 
which loaded out these items for delivery to the Korea area of operations. Why 
are there so few Pacific Coast depots? 

We were informed by some of the personnel in the procurement program that 
we could not expect that many orders would be placed in the Pacifie Northwest 
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due to the vulnerability of the area to attack. This, to us, seemed to be a 
thoughtless statement as the Pacific Northwest is no more vulnerable to air 
attack than is the Detroit area which in my opinion is a much better target. 
This is in consideration of the air miles separating the citadel of communism and 
areas mentioned. 

Perhaps the thought of vulnerability has had much to do with the holding of 
material depots in the eastern part of the Nation. 

Our particular difficulties have been as follows: 

1. We were told that the Consolidated Synopsis of the United States Govern- 
ment Procurement Information which are available at the Department of Com- 
merce field offices was the key to getting an opportunity to bid on the items 
desired. 

We were diligent in picking up these publications which arrived locally approxi- 
mately 4 days after publication. We immediately would determine what items, 
if any, we could produce competitively, and write an air-mail letter requesting 
the bid invitations, drawings, and specifications. After approximately 7 days 
more, the mail from the procurement office being loaded on the trains, we would 
get all of the information which was available to us. 

The information received was not enough. In fact, in 6 months time we received 
only one complete set of drawings and there were no specifications enclosed with 
the drawings and bid invitations. 

We realized early that we must build up a file of our own in order to have the 
specifications needed. Also we took steps to attain a place on four procurement 
office bidders mailing list. 

2. In due process, we did manage to be placed on mailing lists and results were 
forthcoming. We did and are receiving complete sets of drawings and a few 
of the specifications needed to enter a bid. We have been fortunate in locating 
files of specifications which are in Portland and with these, the necessary 
information is available with which to prepare a bid. 

Time to prepare the bid has become critical. The maximum of 7 days are 
given for us to prepare a bid and enter the bid into the proper procurement 
office. This office is on the Atlantic seaboard. If there were some provisions made 
to have the bid invitations air-mailed to us, we would gain approximately 3 
days’ time. 

As far as can be ascertained, there are no provisions for the procurement agen- 
cies to air-mail bid invitations—even at the expense of the company desiring this 
type of service. 

3. Our particular operation is based on steel fabrication, forging, and machin- 
ing. Our greatest ability to produce lies in the maximum of fabrication and 
a minimum of machining. 

In the recent past, one Government procurement has put out invitations to 
bid structures which are to be built in the Pacific Northwest. This type of work 
is desirable as the freight costs are at a minimum and we are best able to be 
the low bidder. On these buildings, we desired to bid the structural and the 
miscellaneous steel as subcontractor to some local general contractors. These 
buildings had 90- and 120-day completion dates. 

Of the type of beams used in constructing these units, there are none to be had 
inside of 120 days and we could not have furnished the steel even if we had 
been able to obtain all of the allocation of this type of structural steel in the 
Portland area. 

Apparently, the Government stockpiling program which we have heard about 
has not been active in this area or else we have not been able to determine just 
where there is any large quantity of steel available for Government work. 

We are hoping that under CMP this condition will be improved. 

4. We are potentially capable of participating in spares programs as We are 
able to bid single items which we can produce in a given time. In other types 
of procurement such as large assemblies, it is impossible to produce anywhere 
near the number required in the allotted time—so this is out for small business. 

Alloy steel for the spares program is impossible to obtain within the time 
limit of delivery, so of course it is impossible to obtain the steel and produce 
the parts in that time. 

Again, the stockpiling program, if carried on in this area would be a great aid. 

If CMP is the answer, we must know that the steel is available for the items 
to be bid, but unless there is information given to us concerning the location of 
this steel, it is impossible to bid. 

If the steel is available in Pennsylvania, we must add the cost of shipping the 
material into Portland to the cost of the work. From Pennsylvania, this amounts 
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to 1.8 cents per pound. From Seattle, this amounts to 0.3 cents per pound. If 
the steel were in Portland and the delivery were to be made in Portland, we 
would feel that we had a Utopia. If we ship steel from Pennsylvania and deliver 
the finished items to any point east of the Mississippi River, the increase in cost 
to the Government is approximately 3.5 cents per pound. 

Not all of the procurement offices are in the East, and we are pleased that we 
have some local offices which are interested in the products we produce. We 
have been successful bidders to local procurement agencies from time to time. 

We also have entered some bids to eastern procurement agencies planning to 
use material which are available locally. As yet, we have met with no success, 
likely due to the delivered price at a remote depot. 


Mr. MANsrieLp. Our next witness will be Mr. W. P. Sherman. 


STATEMENT OF W. P. SHERMAN, REPRESENTING MODERN 
FIRESCREENS C0., PORTLAND, OREG. 


Mr. Mansriei_p. Mr. Sherman, will you give us your name, your 
business, and your address for the record, please, and then pro- 
ceed in your own way? 

Mr. SHerman. My name is W. P. Sherman, and I represent the 
Modern Firescreens Co., which firm is located at 808 Southeast Alder 
Street, Portland, Oreg. 

As I cite in this report here, this is just a story of a small company 
that started manufacturing a product after the war, in the basement 
of a house, and since that time has been expanding its sales and its 
volume, and it has been pyramiding its earnings. By that I mean, 
as we gain money in profit, we poured every available amount of it 
right back into manufacturing facilities, materials, and so forth. 

Our prime product and our sole product is a fireplace screen. I 
know a lot is going to be repetitious, and I know from what I have 
heard this morning that we are one of the smaller small firms. 

Mr. Mansriexip. Well, the smaller the firm the more interest this 
committee has in it. 

Mr. Suerman. All right, fine. 

Now, this sole product is made of a steel-mesh curtain that slides 
back and forth on a bar and a brass frame. We have been expanding 
to the point where in March of 1950 we made a major financial com- 
mitment that would extend over a period of years. About 7 months 
later the curtailed metals controls were issued, which indicated that 
we would probably be out of business in approximately 4 months 
from that date. Now, that was a major shock, of course, and meant 
that we must move from brass, which was severely restricted, into 
substitute metal and, of course, this would mean into steel. 

Now, since we were prime fabricators in brass we did not have the 
contacts in steel that we might have expected we might need. 

We did not have the previous record of purchases that might be 
necessary later on when materials were very tight, and third, knowing 
our preference was in brass, we had nothing with which to encourage 
the steel suppliers to give us materials, because we were only an interim 
customer and would not be a customer later on. 

Now, that simply means that right at the moment it has placed 
us in a rather precarious position, so far as these long-term financial 
commitments are concerned. 

Now, based upon our own ability to do business and so forth, we 
have no reason to fear those commitments, but when these controls 
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arrive out of a clear blue sky it handicaps us to the point where we 
are definitely concerned. 

Now, in addition to that we feel that we have the opportunity to 
do one of several things. We are not particularly anxious to get 
into the defense program, for a very simple reason, and that is, 
from the information we gathered previously, if all present defense 
contracts were split up they would be in such small amounts for each 
individual that it sah. not be worth while. 

But the civilian market is the thing that we are primarily after. 
Of course, in the period of an emergency we would be happy to do 
anything we could, but now it is time for us to make a major decision. 

We have on hand something in the form of sufficient quantity in 
the way of substitute materials. Now, from that it is necessary that 
we fabricate a substitute product, and we will distribute these through- 
out our dealer organizations. The way our business is worked, we 
have to fabricate ahead, a large number of items, because dealers 
buy heavily in a certain season. 

Now, since these controls, probably in our own business interest, 
when metals become available, and when the controls are relaxed to 
where we may again, right in the middle of the season, be furnished 
with the materials to build prime products and be faced with dealer 
demand for the prime product built from the best available material, 
we might get into a problem where we might find we have been killed 
with kindness. 

Now, right at the present time, for instance, we have applied for 
materials under the CMP. We have no idea whether they are going 
to permit us to continue in business or at what percentage of produc- 
tion they will permit us to continue to do business. We have no 
opportunity to purchase materials in advance, since the steel mills 
which supply our wire, which is an entirely different thing from 
sheet, ha us that the amount of wire that we will be able to 
obtain is dependent directly upon the percentage of steel that the 
CMP will allot to the fireplace equipment industry. 

We have no way of knowing what that will be or anything else. 
In other words, the San Francisco market, which is our marketing at 
this time of the year, starts on the 16th of this month. We don’t know 
what to tell our customers. We don’t know what to tell them, because 
we don’t know what we will have available. It is very perplexing. 

I might also add that so far as small businesses are concerned, and 
you mentioned that the smaller they were the more interesting, the 
smaller the businessman, the more multiple are his duties. 

Now, I know that that is prime "yam true in my own particular 
case. For instance, I spend a tremendous amount of time digging out 
the required data and analyzing the NPA regulations and restrictions 
and so forth, as they apply to brass, which was the material from 
which we manufactured our product. 

Then the next thing, of course, being forced into another line of 
prime materials, there was a whole new set of rules, regulations, and 
everything else, and I might say right here that the NPA office in 
Portland bent over backward to do everything possible they could 
to assist us. In fact, I feel guilty about the amount of time we have 
taken from that organization, but, nevertheless, the OPS, NPA, and 
everything else, multiplies, plus the additional amount of time re- 
quired to chase down steel and design substitute products, the revising 
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of your selling information in your entire territory, and so forth, 
and it has a tendency to act like a snowball rolling down hill, that it 
becomes more accumulative all the time. 

In addition, something else I notice is that it is kind of a touchy 
subject to bring it up. I generalize it very definitely, because I did 
not want to make any definite statements, and by that I mean that I] 
find that where we have bent over backward to comply with the 
regulations, to interpret them, and to properly apply them to our 
business, that such is not always the case with all branches of the 
industry, nor with all branches of any industry. 

But 1 don’t know what to do in a case like that. As I pointed out 
here, you can inform on your competitor, or something of that sort, 
but that is not just the way I am accustomed to doing business. As I 
analyzed this thing initially, I could see firms of our type in a period 
of emergency with ourselves in the position of a casualty because they 
needed the materials we were using, plus the material we were using 
to manufacture items for defense. Consequently, that is fine and 
dandy, and I have no quarrel with that in the period of a national 
emergency. 

Now, since this tempo has been relaxed to the extent that the mili- 
tary commitments have been set up maybe a year, then there is the 
definite backwash from that relaxation of the amount of materials that 
are available to us. 

Well, consequently, when we bent over backward, we canceled our 
orders for brass, that is what we did, we canceled our orders for 
brass that we had on file, because the brass would not arrive by the 
deadline, April 30, as at first that was to be the entire end of it, and 
regardless of whether you had it on hand or not after that period, we 
could not use it, therefore, rather than to have the brass on hand we 
canceled our orders for it. 

Asa result of that we advised our customers to stock up, which later 
proved to be erroneous, and they resented it, but on the same analysis 
of the laws, that looked like the best thing to do at the time. 

Then afterward the regulations were relaxed to the extent where 
we could have used that material if we did have it. Where we got 
conscientious and canceled those orders, then we wished to heavens 
that we had them back. Such was not always the way throughout 
the industry. 

We stopped taking orders the 6th of January for the simple reason 
that from all apparent indications it appeared that we would be 
through and out of business entirely by the 30th of April. The orders 
on hand at that time were more than we could possibly fill at any 
rate. This gave, of course, the competitors with a less desirable 
product the opportunity to fill the vacuum created by the cessation of 
our taking orders. 

Now, we are back hammer and tongs, and we have lost face, and 
we don’t know what to do. We don’t know how to predicate our 
rogram. Financing becomes a problem. If you want to go to the 
Gar for instance, 1f you get the opportunity to purchase a major 
amount of materials, and you want to jump on it and take advantage 
of it, and you go to the bank, you do not have any definite program 
as to what will happen to your business. You have no way to tell 
them that you are going to pay for that merchandise. Therefore, 
it presents a very unpredictable future. 
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Now, as to an answer to it, I don’t know. I know that I have got 
the problem. I know that I would like to do the best I can with it, 
outside of Government sources, and remain in the civilian economy. 
If that is not possible then, of course, I will continue to follow up 
on the inquiries that we have made in the hopes of obtaining sub- 
contracts from prime contractors, because I think we are probably too 
small to do an efficient job directly serving the Federal Eoveiianiond. 

Mr. Mansrietp. Mr. Dalmas. 

Mr. Damas. In what form do you buy your brass? Do you buy 
your brass in strips ? 

Mr. SurrMan. Both sheet brass and wire. 

Mr. Damas. Do you use any cast brass? 

Mr. SHERMAN. No, our operation requires no cast brass. 

Mr. Damas. How is this mesh manufactured, is that punched out 
of one sheet, or what? 

Mr. StrermMan. No, that is entirely woven mesh, it is woven on a 
machine with a die that weaves a strand and another strand into it, 
and so forth. I cannot quite explain it. 

Mr. Dauaas. I know what it is. Where do you get it from? 

Mr. SterMan. We manufacture it. We make our own mesh for 
our own curtains. 

Mr. Datmas. How much brass do you have to have a quarter in 
order to keep going at a reasonable rate? 

Mr. Suerman. Well, last year we used 60,000 pounds of brass. But 
you see, our base period is predicated on a plant that had 4,000 square 
feet of manufacturing space. We bought this other plant and moved 
into it with 30,000 square feet of manufacturing space. There is a 
considerable difference in what we had intended to do and in the 
overhead involved in that large a plant. 

You see, we moved in there in March of 1950, and the Korean crisis 
started in June, and we never did get up to a real operation. So that 
a comparative status of what we required in 1950 does not really do 
justice to what the operation requires today. 

Mr. Datmas. In other words, so far as your operation is concerned, 
you have a base period so far as your operation is concerned ¢ 

Mr. SuermMan. Yes. We asked for relief. The CMP, if they give 
us what we have asked for, should enhance this situation consider- 
ably, but I doubt that we will get it. 

Then one of the things that I might mention is this, that if there 
was some possible potential relief, in case the bind gets too tight for 
an organization of this type, that through no folly or no mismanage- 
ment has placed it in a financial predicament where it might need 
assistance over 2 or 3 years, J know that there is talk of abandoning 
the Reconstruction Finance Corporation, but I don’t know whether 
they would be permitted to help us under those circumstances anyhow. 

Mr. Damas. Is fire-place equipment classified as an essential 
civilian product under the CMP? 

Mr. Suerman. We would like to think so. At any rate, I notice 
that the CMP intends to control it. That is an indication to me, since 
through all the time such things as gold jewelry and sporting. goods, 
they probably did consider it. We bid for essential recognition on 
the basis that it is a supplementary heating unit. In this part of the 
country where the preponderance of your heating and cooking is done 
with electricity, the power outages that have occurred here in the past 
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have given us a definite indication that it is a very desirable form of 
supplemental heating. 

For instance, the majority of the power installations that affect this 
area are within considerable range of the atomic project at Hanford, 
and so forth. It is conceivable that there could be damage to those 
installations, and that would make this type of thing very desirable in 
this area. 

Mr. Datmas. Inasmuch as we had complaints down at Los Angeles 
and San Francisco with all types of heaters and movable heaters were 
not included in the NPA program, through the result of that testi- 
mony down they have been included for this particular area, and seem- 
ingly fireplace equipment, being used for the protection of the home 
from sparks, and so on, that come from fireplaces, would certainly 
seem to be in the interest of the civilian economy, perhaps. 

Mr. Mansrrevp. Mr. Dalmas, I think that what Mr. Sherman had 
better do is to meet with Mr. Tackle on this proposition, because you 
have emphasized considerably the controlled-materials plan. Will you 
meet with Mr. Tackle and discuss the matter with him and see what 
can be done, and afterward if you will meet with Mr. O’Donnell 
from the Office of Small Business of the Reconstruction Finance Cor- 
poration, he might be able to give you some information relative to 
the last question you raised. 

Mr. Snerman. Yes, sir. 

Mr. Mansrie.p. Will you include the document that Mr. Sherman 
has given us in the record, Mr. Reporter / 

(The document referred to above is as follows:) 


REPOR!1 


For: Small Business Committee, House of Representatives, Congress of the 
United States of America 

Firm: Modern Firescreens Co., 8O8 South East Alder, Portland, Oreg. 

Witness: W. P. Sherman. 

Date: July 5, 1951 


PREFACE 


The statement in this report, as well as any oral statements that may later 
be used to augment this report, are intended as constructive criticism of efforts 
of the Federal Government to previde adequate national defense and at the 
same time maintain a free and prosperous national economy. 

The writer, and his associates in business, are well aware that the American 
Government, coupled with the American economy, is the world’s largest and 
most complex organization. We do not expect that any group of men could 
run this organization consistently to perfection, but we are vitally interested 
that those men so entrusted shall constantly strive for perfection. 

The comments presented here are concerned primarily with NPA controls 
and their effects, since it is these controls that mean economic life or death 
to our firm. 


1. Small business ecpanding on its own revenue, dealt severe blow 


This is the story of a small factory that started manufacturing a product, 
in 1946, in the basement of a house. In 1947 the products of this factory were 
in demand to such an extent that operations were removed to a rented manu- 
facturing area, consisting of 2,000 square feet of space. By 1948 enlarged 
operations demanded more space and a factory was constructed to house the 
operation in 4,000 square feet of manufacturing space. The space so pro- 
vided quickly became inadequate. 

Based on a consistently expanding volume of business, the firm made a 
major financial commitment, in March of 1950, that involved purchase of a 
building which offered 30,000 square feet of manufacturing space to house the 
operation. 
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The purchase of this building, plus the proper equipment, constituted a re- 
investment of profits acquired over the previous years, plus the commitment 
of anticipated profits for several years to come. Incidentally, these profits 
were to be extracted from an expanded sales volume which must first support 
the greatly increased overhead. 

The sole product manufactured by this firm is sliding mesh-curtain fireplace 
screens. ‘These fire screens originally were made from steel curtains with 
solid-brass frames. Initial metals regulations indicated that the plant would 
be completely shut down by April 30, 1951. Subsequent modifications of the 
regulations have alleviated this drastic condition momentarily, but not to 
the point where we can anticipate a profitable operation, since we cannot plot 
a course of action, 

2. Fluctuations of controls precludes positive manufacturing program 

The controls on scare materials at the present time are being changed con- 
stantly, and this probably in the best interests of the national economy. Never- 
theless, besides the time and effort required to keep abreast of these changes, 
the constant change and threat of change makes it almost impossible to plot an 
economic course of action. 

The restrictions placed on the metals from which we normally fabricate our 
prime product have caused us to seek substitute materials. Working with 
substitute materials has resulted in a lower-quality product that is just as 
expensive to produce. Proper conduct of our business requires that we fabri- 
cate a large number of our products in advance, so as to have them available for 
immediate delivery when heavy seasonal demands occur. If we are now to 
acquire a large amount of substitute materials and fabricate a large number 
of substitute products and distribute a large number of these substitute products 
to our dealer organization, only fo suddenly find that materials have been re- 
leased from which to build the original prime product, then there will be a sub- 
stantial inventory markdown all along the line. The loss of good will, product 
prestige, and dollars could cause a crisis for us that we might not survive. 

We are forced to manufacture on a hand-to-mouth basis and the ills of such 
procedure are many and, worse, they are cumulative. Production costs svar 
because needed materials fail to materialize at the preper time. Credit be- 
comes difficult to obtain, since our future is unpredictable. 

Customers complain that we advised them to buy heavily in an unscrupulous 
attempt to get all of their money that we could. Not so. The regulation on 
which we based our advise was changed, but we lost much good will. And so 
on, ad infinitum. 

3. Complicated controls add to management's heavy burden 

The small-business man has multiple duties in his organization. The higher 
up the ladder he is in a small organization, the more he is interested in seeing 
things done that need doing. Consequently, his activities may range from 
janitor to general manager in the course of a single day’s business. 

Now, in this emergency period, in addition to all other duties, he becomes 
the man who must analyze, interpret, and apply the numerous, complicated 
Government regulations of a controlled economy to his organization. The 
“larger” the small business may be, the more it is apt to alleviate this difficulty 
by hiring additional personnel. But the smaller the small business, the more 
certain it is that the burden will fall on the man who already has the greatest 
number of chores. 

Unfortunately, it is in this latter category that the numbers of small-business 
men are legion. These men are the seeds from which our national wealth is 
grown. They must not be smothered. 


j. Controls, without compliance, make “intends d casualty” of most desirabie 
small-business men 

The control laws, as they are now set up, penalize the alert and honest small- 
business man. Instead of favoring him, in the controlled economy, for his 
efficiency and honesty, he becomes an intended casualty. Since he knows that 
it is the purpose of these laws to curtail the nonessential civilian activities that 
are using either materials or personnel required in the defense effort, he will 
restrict his business activities accordingly. This proper action leaves his terri- 
tory prey to the lazy competitor, who does not bother to know the law; to the 
dishonest competitor who disregards the law (or uses it to his advantage) ; and 
to the ignorant competitor who is not aware that the law exists. 
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Thus an inequity exists, and this inequity is brought about by lack of teeth 
and sufficient penalty in the law as well as by lack of a positive compliance 
program. No law can be just that is not applied equally to all like parties. As 
it stands now, it puts the small-business man in an unenviable position, for he 
must either break the law to protect his interests or become an informer. 

Mr. Mansrievp. The next witness will be Mr. K. C. Eldridge. 

Mr. Epear Sairu. He is the gentleman who spoke to us about ap- 
pearing in the afternoon rather than in the morning. 

Mr. Mansrievp. But evidently he is here, though ? 

Mr. Exprince. Yes; I just came in. 

Mr. MAnsrtexp. I had that in mind. 


STATEMENT OF K. C. ELDRIDGE, OWNER AND MANAGER OF 
ELDRIDGE FOOD SALES CO., PORTLAND, OREG. 


Mr. Mansriety, Will you give us your name, your business, and 
your address, please ¢ 

Mr. Expriver. My name is K. C. Eldridge, and I am the owner 
and manager of the Eldridge Food Sales Co., a company which oper- 
ates on the basis of the distribution of food products by trucks. 

Mr. MansrFietp. You may sit down and proceed. 

Mr. Exvpriweer. Mr. Chairman and members of your committee, in 
the brief time at my disposal on this, I have elected to discuss the 
problems of the wholesalers in the grocery business, and the jobbers, 
and we would like to bring into play some of the points which affect 
the retailers. 

Over the past 2 years, under more or less regulation, the wholesale 
grocery business and the retail grocery business have both suffered 
considerably from the standpoint of profit. It is my aim to bring out 
one or two of these points that are affecting that profitwise. 

Of course, we know that taxes have been tremendous and quite a 
burden upon all types of business. That is one avenue of approach. 

The other is, that so far as the labor unions are concerned, there 
has been considerable pressure placed upon people such as ourselves, 
and in the wholesale grocery business, by trying to arbitrarily estab- 
lish higher wage scales each year. 

Now, in our particular type of business there are a lot of them in 
business, and we calculate that, based upon the power of a man to 
produce sales in the field, that 5 percent of our gross sales are devoted 
legitimately to salary for those men. Some men produce big sales, 
some produce smaller sales. 

We can take a base figure of 5 percent, for a hypothesis to work on, 
and we will say a man produced $6,000 a month, and 5 percent of that 
would be to pay his salary. It would probably run a little higher than 
that, but on the other hand it gives us a hypothesis to work on. 

We have many areas where a man will be operating and he can 
only produce from $6,000 to $7,000 in that territory, whereas we will 
have another area where it is more lucrative, so far as business is 
concerned, and a man might be able to produce $8,000 or $9,000, or 
maybe up as high as $10,000 from a similar operation. 

Now, in our business we have tried to be equitable and fair in the 
treatment of labor. We have tried to reason this point out with 
negotiators on union scales, and they want every man to draw exactly 
the same. We are perfectly willing to have them draw the same as 
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the base pay, but we put an incentive plan in effect in our business so 
that men who are producing much greater sales would participate in 
profits, the same as the business does. 

That has been characteristic of this particular type of business 
throughout the United States. 

I might add at this point that I have been in business a little over 
41 years, having started with a horse and wagon in the city of Port- 
land some 41 years ago. So I have had a lot of experience along this 
line. 

But in recent negotiations we were told flatly and bluntly, so to 
speak, that they did not want us to have any incentive plan, and they 
wanted us to have just plain, straight base salaries, so that every man 
got the same figure. 

With the excessive pressure that has been placed upon us and all 
businesses similar to us, we are going to have one devil of a time com- 
ing out in the black. It has been gradually growtng and accumn- 
lating, and I feel that in Washington something should be done for 
the small-business man along those lines. 

Now, I am not here to criticize OPS, but I ran into a situation in 
OPS a few days ago which makes it rather difficult for the operation 
of wholesale grocers. 

For instance, the way the retail business is established today, and 
as it is pushing out of the picture the real small unit, so to speak, by 
reason of the larger businesses coming into the picture, chain super- 
markets and so forth, the little fellow is having a tougher time getting 
along. 

Well, in our country, where private enterprise prevails, we have no 
quarrel with that in the least. But I ran into a situation where chain 
stores buy ex-warehouse. 

Now, the OPS established the retail price for chain stores in their 
respective units as the base price at the warehouse. In other words, 
normally they would charge a 4- or 5-percent advance for rendering 
their own service to their store units, which brought their retail price 
up to a higher level and placed the smaller man in a more competitive 
position than he is in today. 

I hope that I am not going overtime here. That is something that 
is an inequitable situation, and I think something should be done 
there. 

I asked one of the men in OPS why that inequitable condition ex- 
isted. His answer was that they were trying to keep down the cost 
of food. 

So through the larger units or the chain units they were forced to 
keep their prices down to a level that the small man is given a higher 
mark-up on his costs, but he cannot take the higher mark-up because 
it would widen the gap between his resale price from the chain store 
and the independent operator. 

So it doesn’t do him any good. It may, so far as that is concerned, 
keep the cost of food products down, the cost of living; but, on the 
other hand. it draws a wide difference between two-types of retail 


outlets. : 

I have talked to some of the chain people, and they don’t like the 
situation themselves. They would rather set it up on more or less 
of a level where they can be competitive, and the small man, likewise, 


with them. 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 2507 


Mr. Datmas. Mr. Chairman, I would like to get this clarified in 
my mind. You mean that the OPS has said that the chains do not 
have to apply their costs of doing business through their own ware- 
houses to the retail price? 

Mr. Exprince. That is correct. 

Mr. Datmas. In other words, they take the factory price and add 
the retail mark-up and sell it in the retail stores without taking into 
account any service charges‘ The service charges of their own ware- 
house ¢ 

Mr. Exprincr. That is correct. 

Mr. Daumas. That does not seem to be a proper way to handle that 
matter. 

Mr. Exvpringr. It is not a proper way, but that is the way it has 
been done. 

Mr. Mansrretp. Mr. McCormick, do you have anything to say on 
this subject ? 

Mr. McCormick. Yes. I would like just a minute to check a point. 

Mr. MansrteLp. You may proceed, and we will come back to Mr. 
McCormick later. 

Mr. Exvprince. For instance, we have got a well-known brand of 
sirup. We get $3.90 for this brand of oo to the retail trade, except 
where they buy in larger quantities, but when we sell five or six hun- 
dred cases to chain organizations at a time, and deliver them ex ware- 
house, there is the ex warehouse cost, which is much less than it would 
be to the independent retailer, where we deliver and render the serv- 
ice. Do you see my point? 

Mr. Mansrietp. Yes, sir. 

Mr. Expriner. Our first repercussion of this was when the small 
independent operator said, “We will throw your merchandise out of 
the picture. We cannot compete with the chain stores, because their 
costs are so much lower ex warehouse, and they cannot mark up any 
service charges. Therefore, we will go to some cheaper product.” 

We have felt the effect of it very materially, and that is the point, I 
think, that clarifies it. Does it, Mr. Dalmas? 

Mr. Damas. Yes, sir. 

Mr. Mansriecp. Mr. McCormick. 

Mr. McCormick. I think we are straight on this now. 

Mr. Mansrtevp. For the record, Mr. McCormick is assistant to Mr. 
DiSalle. 

Mr. Exvormer. Oh, I see. Yes: thank you, sir. 

Mr. McCormick. Mr. Eldridge, as I understand it, the way the 
regulation is written today, 14, 15, and 16, the chain stores do have 
the right to absorb any costs under their historical mark-up, and you 
say they are doing it on this warehouse situation. Is that correct, sir? 

Mr. Expriner. No; I said they were not doing it. They were not 
following their historical method. 

Mr. McCormick. In other words, they are setting a price under the 
historical method ¢ 

Mr. Exprince. That is right, under the historical method. 

Mr. McCormick. I question as to whether we could, under our 
regulations, legally interfere with that. 

Mr. Evprivee. Well, that may be. 


86267—51—-pt. 3-42 
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Mr. McCormick. We would almost be getting into price flooring, 
you see, and I find this: That the ceilings that are set are certainly 
equitable. There is no complaint about the ceiling being too low at 
any level. I do find this, and I might tell you this: that the various 
categories and classifications have brought about a big discussion. 
That come up during the last emergency. A man in the lower cate- 
gory resented being in A category, feeling that he is at a competitive 
disadvantage over the man in the lower category. That is done, of 
course, in order to allow a smaller man to obtain proper mark-ups 
for service rendered that the larger operator does not render. 

Now, there is no way we have found out to protect the smaller man 
and yet answer that problem. Some of the chains in the Midwest, it 
was found last week, were advertising that. In other words, the low- 
cost operator was making a point of it in advertising. So, Mr. Edfill 
himself, who is also in the food-distribution business as his normal 
business, and who is our price executive in Washington, went to these 
chains and their associations, and talked with their presidents, and 
he was promised that that form of accentuation of that lower-category 
store was going to be dropped. Yet, we have no means by which to 
tell them to do it. 

Mr. Datmas. Mr. Chairman, I would like to say something. I know 
that Mr. McCormick, nor Mr. DiSalle, nor anybody else in OPS, would 
want the Defense Production Act to be used to circumvent the anti- 
trust laws, and to permit price discrimination under the Robinson- 
Patman Act, and thereby help drive the small and independent retailer 
out of business. I think Cocleably some consideration should be given 
to that feature of it. 

If small-merchant competitors are using the act for a shield for 
unfair competition, it is a matter that I think the OPS should be very 
much interested in. 

Mr. McCormick. That, I can assure you, we are, sir, and we have 
taken the necessary steps. 

Mr. Expripvce. That covers the point satisfactorily for you; does it ? 

Mr. McCormick. Yes, sir. 

Mr. Mansrieitp. Proceed, Mr. Eldridge. 

Mr. Evpriner. I certainly would recommend that something be done 
to relieve the small man. 

My third point is on the fair trading of merchandise in retail outlets 
or wholesale, either. I refer to a recent decision of the Supreme Court 
of the United States, and I am sure you are all familiar with that, 
and that I believe is going to be quite a detriment to a small retailer, 
particularly, and to a small wholesaler. 

May I cite an example? You take facial tissues. For many years 
historically they have been fair-traded in a retail grocery store or 
retail grocery store outlets, drug stores, and department stores, wher- 
ever they were; they. were fair-traded from each level of sale. In 
other words, the manufacturer to the wholesaler, and the wholesaler 
in turn to the retailer, and then from the retailer to the consumer. 
It has meant a lot to small business to have a great many items fair- 
traded. : 

Now, I realize that there are some types of retailer chain stores in 
certain categories that prefer to have fnir-tending done away with, 
for the reason that it gives them a sales advantage in the advertising 
and exploitation of merchandise. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 2509 


But fair trading, gentlemen, has been quite a boon to small-business 
enterprises, where they felt they could at least get this commodity or 
that commodity, or a multiferious lot of commodities, and they knew 
that the price could not be slaughtered on those particular items, and 
they sold them and merchandised them. 

The problem of the small man in the retail business, particularly, is 
pretty tough today, and I have gone through, as I say, 41 years of it, 
and it is worse than it has been in all history. 

Now, it is not for me to critieize the Supreme Court, and [ would 
not attempt to do so. I can understand the legal point upon which 
they declared this law unconstitutional, for the reason that all a 
manufacturer had to do was to say, “We want this item fair-traded,” 
and he goes through the wholesale channel, and to a retailer, and one 
retailer could sign that agreement, and that made it a fair-trade item 
for all concerned, which, in other words, meant that that individual 
was controlling the price as it affected any other and all merchan- 
disers. 

My point, and my appeal to this point, gentlemen, is that if it is at 
all possible to work within the constitutionality of our laws and es- 
tablish some law or practice through which manufacturers and whole- 
salers and retailers could fair-trade some of their items, I think it 
would be a wonderful thing, and that it would benefit small business 
tremendously. 

Mr. Rizey. Mr. Chairman. 

Mr. Mansrievp. Mr. Riley. 

Mr. Rivey. I think the gentleman is under the impression that the 
Schwegerman case-invalidated fair trading, and it does not. It in- 
validates fair trading in its applicability to unsound laws, but fair 
trading can still be carried on. If you have a contract to fair trade 
an item, it is valid. 

Mr. Exvprivcr. Well, let me state a specific case. We are exclusive 
handlers in the retail grocery trade of a certain tissue, and they no 
tified us after this case went through that they could no longer fair 
trade this item. 

Mr. Ritey. If they have a fair-trade contract with you under your 
State law, that is valid. 

Mr. Daumas. Incidentally, there have been several cases that have 
been brought in various States. Their particular case was from Lou 
isiana, and since that decision there have been other cases brought. 
and committees representing smaller merchants have gotten together, 
and they intend to ask the Supreme Court for a rehearing on the de- 
cision, and no doubt other cases will be brought which will clarify 
that decision. 

At the present time the committee's staff has started to make some 
study of the decision in order to try to find out just what it does mean. 

Mr. Expriner. We, as wholesalers, have been forced to take the 
edict of the manufacturers who said “You cannot fair trade our items.” 

Mr. Ritxy. Then tell them to read the case. 

Mr. Expriper. Those people from New York ought to know. That 
is the extent of my testimony. 

Mr. Mansrieip. We even furnish free legal advice with this com- 
mittee. 

Mr. Ecprivgr. Good, that is swell. I got it today. And we are still 
small-business people, and I trust that you gentlemen through your 
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survey and travels over the country accumulate enough information 
so that you might go back and change conditions a little bit in favor of 
the small-business man. I consider it quite a privilege to be here. 

Mr. Mansrie.p. It is a privilege for us to have you and the other 
businessmen of this vicinity before this committee. 

We have been able to bring about some worth-while changes as a 
result of these hearings, and, of course, the idea behind these hearings 
is to come out to different parts of the country, at the request of the 
businessmen and the aames of commerce in that particular area, 
to find out what your preblems are, and to help you as much as we 
possibly can either on the spot or through recommendations to the 
proper authorities when we return to Washington, or, if that is unsuc- 
cessful, through adjustment of the laws. 

Thank you very much, sir. 

The committee will now stand adjourned until 2 o'clock sharp, at 
which time the committee will hear from C. Edwin Francis, Jr., and 
Mr. C. R. Parkinson together. ; 

Thank you. 

(Whereupon, at 12:45 p. m., the committee recessed until 2 p. m. 
the same day.) 

AFTERNOON SESSION 


Mr. Mansrte_p. The meeting will come to order, and our first wit- 
nesses will be Mr. C. Edwin Francis, Jr., and Mr. C. R. Parkinson. 


STATEMENTS OF C. EDWIN FRANCIS, JR., REPRESENTING AUTO- 
MOBILE DEALERS ASSOCIATION OF PORTLAND; AND C. R. 
PARKINSON, PRESIDENT, STATE ASSOCIATION OF AUTOMOBILE 


DEALERS 


Mr. Mansrievp. Will you gentlemen give us your names, your ad- 
dresses, and your businesses, please. 

Mr. Francis. C. Edwin Francis, Jr., 509 Southeast Hawthorne. I 
am a Ford dealer, and own the Francis Motorcar Co. 

Mr. Parkinson. C. R. Parkinson, Dodge dealer, Oregon City, and 
I am here representing the State of Oregon in the capacity of president 
of the State association. 

Mr. Mansrieicp. The Oregon Automobile Dealers Association ? 

Mr. Parkinson. The Oregon Automobile Dealers Association, yes 
Sir. . 
Mr. Francis. I am president of the Portland Automobile Dealers 
Association, for the record. 

Mr. Mansrtevp. Mr. Francis, you may proceed. 

Mr. Francis. We have been speaking to the gentleman here, and 
he has informed us that some of the things we are to discuss have 
been heard a great many times, and that action has been taken on part. 
of them. We will try not to be repetitious, and Mr. Parkinson and 
myself, during lunch, split the thing down so that each was going to 
tackle a different subject. 

The one I have is regulation W, and I am informed that that is 
pretty well under control. 

Mr. Mansrtetp. Yes. And, as you know, this committee has made 
a very strong recommendation to the Federal Reserve Board some 
2 or 3 weeks ago to the effect that regulation W be relaxed somewhat. 
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Mr. Francis. Well, in order to save time, then, that is, of course, the 
thing we have been plannnig toward for a number of reasons, both 
to the effect of our own business and, we felt, the effect on the public, 
because they have made it impossible for the low-income man to 
purchase a new car or a late model used one. 

Mr. Mansrtevp. Yes, sir. 

Mr. Parkinson. Well, under the OPS there are certain items that 
I think are working a lot of confusion among dealers, one of which 
is the differential set-up as the ceiling prices on used cars by the 
using of different books. Right in our locality one dealer across the 
street will be using one book, and we will be using a different book, 
and we will be registered under a different book, and our ceiling-price 
differential amounts to a considerable amount of money. 

We feel that today the actual selling prices are far below the top 
selling price on some of the high books. Therefore, it brings about 
quite a bit of confusion. 

Now, in January there was a condition existing there, and the 
ceiling price at that time still remains the factor. Where now cars 
are selling on the open market, because of the backing up of new 
cars and dealers’ inventories, at a far lower figure, yet the public look 
at their high book and figure they are entitled to that high-book price 
to trade it in, and you canont merchandise that at the high-book price. 

So, there is quite a bit of confusion in existence over the different 
books being used, and I think something could be done to stabilize 
that price. 

Mr. Mansrievp. Mr. McCormick, do you have any comment to make 
on that ¢ 

Mr. McCormick. Yes, sir, Mr. Chairman. It so happened that last 
week I was able personally to get the National Retail Automobile 
Dealers representatives together, and we had quite a very nice session 
with our people in their own office, our lawyers and our business rep- 
resentatives, and their Mr. Jordan and Mr. Stranahan, and they 
thought this matter you talked about was well on its way to a solu- 
tion. They understand the problem. For us it means a careful check 
of every item in the new book, because it is a burdensome check by 
our lawyers, and that is it. 

But I think they feel that it is well on its way to a solution, as 
are many of the other problems that arose in the early days, and they 
seemed very pleased with it. 

Mr. Parkrnson. There seems to be some other confusion, and we 
cannot seem to get a definite ruling on it. Under regulation W it stipu- 
lates that the ceiling price, as shown in the book, is the top ceiling 
price at which a car can be sold, and then under your OPS, why, they 
allow you to add for a radio and heater, but regulation W will not 
allow you to take the radio or heater into the base price for a one- 
third-down basis. They say that you have got to get the full pay- 
ment for the radio and heater under regulation W. 

Mr. Francis. Is that clear? 

Mr. McCormick. That is clear. 

Mr. Ritxy. That is the Federal Reserve Board. 

Mr. Parxtnson. There is a lot of confusion. Different dealers are 
doing it one way, and others are doing it another way, and we cannot 
get a concrete ruling on it. 
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Mr. McCormick. You have been applying to OPS for rulings, or to 
the Federal Reserve Board ¢ 

Mr. Francis. The National Automobile Dealers Association asked 
for a ruling on these different items, and they were told that they 
were not in a position to pass down a ruling, that they were hypothet- 
ical cases, oa we cannot get any reaction on it. So we don’t know 
whether we are in violation or not. They seem to leave us in a posi- 
tion where they will let the courts decide as to whether we are in viola- 
tion or not, where they do not give us a distinct ruling on it. 

Mr. McCormick. I also took a personal interest in the matter origi- 
nally when one of your national representatives came in with some 
twenty-some questions, or whatever number it was, hypothetical ques- 
tions. We adjusted that completely to the satisfaction of the National, 
and they are in a position to get such rulings as you are bringing up 
now, and they probably now have this answer, but I will be sure to 
get it for you before we léave here, so far as we are concerned. 

So far as I can say, we have to abide by our regulations as written, 
and that is our law. I will certainly get a clarification for you. 

Mr. Parkinson. There is another subject that is quite alarming to 
the dealer body, and that is the fact on this historical discount, but I 
understand some action has been taken on that. They have allowed 
the manufacturer to raise the price a certain amount, but the cost to 
the dealer on that raise is to be passed on to the public without his 
historical mark-up on that amount. 

I am sure you gentlemen realize that on the Pacific coast here or in 
the perimeter States, that we have an additional burden, some obliga- 
tion of investment in the freight differential and, of course, the taxes 
are the same all over, but with this it is cutting our discount structure 
down. As our discount structure goes down, our cost of business is 
going up, and going up rapidly, so that the margin bet ween our total 
gross profit and the amount we can salvage for net profit, is a diminish- 
ing factor, and I think definite consideration should be given to re- 
storing our historical discount on any increases imposed or allowed by 
Government, and without penalizing the dealer and making it more 
burdensome on him. 

Mr. Mansrievp. Mr. Parkinson, the committee is aware of that 
particular problem, and it works out to the benefit of the manufac- 
turer and the detriment of the dealers throughout the country. 

As you indicate, we do have a pretty severe problem in our part of 
the Nation because of the freight differential which we have to pay 
for the transportation of cars from Detroit. I understand further- 
more that the manufacturers are going so far that they hate like every- 
thing to allow you to sell a car in Detroit. They want to get all the 
gravy they can on the basis of this allowance which has been made in 
their favor, and we think it is manifestly unfair and that it penalizes 
the dealer instead of taking recognition of the historical practice of 
the industry down through the years. 

Mr. McCormick. Might I make one comment ? 

Mr. Mansrtevp. Yes. 

Mr. McCormick. You will find that there have been several retail 
automobile dealer meetings, and this particular problem has been 
worked over and on at great length. 

There has been no definite conclusion, other than the position the 
OPS has taken originally, but at least we have had the benefit of 
what I term a well-represented industry-wide committee. 
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Mr. Parkinson. I am aware of that fact, the fact that we are 
still fighting for relief on the situation. 1 was on the committee 
with the Federal Reserve Board in Washington, when we covered 
the subject of regulation W, and now, this might be of minor detail, 
and maybe it is being handled, but it comes to me in an indirect way, 
that on the deletion of the spare tire on an automobile, the purpose 
of that was to conserve ml and possibly also cut down on the 
initial cost of an automobile. 

But in reality the dealers make more profit the way it is now, and 
it is actually a raise in the price of the automobile, because the auto- 
mobiles are being sold with spare tires, but the spare tire is being 
billed separately. We have got two rulings on that. One, of course, 
says that we cannot bill the spare tire with the automobile, that we 
must collect value for it and bill it separately, and another division 
of the Government says, no, you can put it into the price of the 
automobile. 

I think that is another confusing factor in the handling of that 
spare tire in the sale of an automobile. 

Mr. MansFrevp. Well, is it not true that there is nothing to stop 
a purchaser from going to an independent tire dealer and buying a 
tire there ? 

Mr. Parkinson. Naturally we are most interested in selling every- 
thing we can to that buyer. 

Mr. Mansrrevp. That is right, but I am pointing out that so far 
as the effectiveness of the four-tire deal is concerned, it is not very 
effective. 

Mr. Francis. They buy them right from us. We stick the thing 
on, and it is a question of whether or not we are legal in billing the 
thing on our invoice. 

Mr. Parkrnson. On the credit of that plan through the channels 
that have been approved, no doubt our credit is $14, and if we put 
a high-grade tire on, it costs $32 instead of $15 or $16 on a produc- 
tion-cost basis. So those are items that I think are not beneficial 
to the industry or to the country in conserving rubber and holding 
prices down. 

Mr. Mansrrievp. I wish Mr. Dalmas was here, but I think some- 
thing is in the wind. Do you know, Jerry ¢ 

Mr. River. Well, they have been pushing that rather strongly, 
because it has been brought to our attention on many, many occasions, 
and they are trying to get something done through the Reserve Board 
on that. 

Mr. MansFreip. Mr. Francis, do you have something else? 

Mr. Francis. I will hit a few points, some of which Mr. Parkinson 
touched upon. One is in relation to this freight differential on the 
west coast, and another aspect of that is the fact that the buyer here 
has to pay a bigger monthly payment, no matter what monthly terms 
we have, and that is quite a feature that has been more aggravating 
to us here than out in the East. 

It is the same problem all over, however. I think perhaps a terri- 
torial differential would be in order, if we have to continue to restrict 
credit. 

In my own opinion, the restriction of credit is the wrong way to 
cut down on car productions. It makes it back up, and the manufac- 
turers back up and cease production, as they have done in the past 
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weeks, and they save some steel for other gentlemen around here 
who cannot get any. 

I think personally a more orderly manner would be to allocate it 
directly to the manufacturer, and let us at least plan to go ahead on a 
more or less reasonable basis, rather than having an overflow one 
day and not enough the next day. 

We have also encountered a problem which seems to use serious with 
the wage-control bills now in effect. Most dealers have paid bonuses 
to many of their employees, such as service managers and parts man- 
agers, every year or not, depending on what kind of a business year 
he had. Very few of those were formal contracts. 

We have been informed here, in fact, we have lost a suit to the effect 
that we just cannot pay that bonus to that man, because it will violate 
the law. 

Well, he has probably made it yearly now, and it represents a dras- 
tic reduction to his income, and will perhaps cause us to lose a man 
we cannot afford to lose. 

Mr. Mansrretp. Well, I don’t know what this committee can do 
for you in that particular instance, because it appears that that would 
come under the Labor and Education Committee, and also under 
agencies which this committee has no contact with. 

However, we are glad to have the problem on the record so that we 
can refer it to the proper authority when we get back to Washington. 

Mr. Francis. I don’t know where that falls, but that is one of our 
wroblems. I am glad to see the interpretation of these OPS things 
ications an accomplished fact. They have been troublesome. 
Nearly all of us, I am sure, want to be law-abiding citizens, and are, 
but we do have border-line cases. 

I have one more thing to bring up. We are violently opposed to 
an increase in the excise tax on automobiles. Henry Ford II has said 
that 50 percent of a Ford car is taxes, hidden or unhidden, and we 
feel a further raise is hitting an essential article pretty heavily. 

Mr. Mansrretp. My advice to you would be for you to contact the 
Senate Finance Committee, because the tax bill has passed the House, 
and it is up to conferees of both House and Senate, so it is out of our 
purview, but write to the Senate Finance Committee and make your 
views known on that particular matter. 

Mr. Francis. We have done that. Then I think that pretty well 
covers our troubles. 

Mr. Mansriexp. I will say that I don’t think we have hit a meeting 
in any part of the country in which we have not had the automobile 
dealers represented by automobile representatives to state their case, 
so we know a few things about the automobile industry and its 
troubles. 

Mr. Francis. Thank you very much. 

Mr. McCormick. I would like to make this suggestion to the two 
associations represented, and that is that all these problems come up 
with any local association. First, we suggest that the local office be 
contacted, because now we are in a position, with able counsel and 
properly informed counsel locally, and our directives, and they can 
save you an awful lot of trouble, and as weeks and months ‘go on, 
that is where the answer will come from anyhow. 

Mr. Parkinson. We have contacted the local office, and they give 
one dealer one answer, and they talk to another man in the same office, 
and they give another dealer a different answer. 
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Mr. Francis. They have been cooperative with us. 
Mr. McCormick. I would like to talk to you a little while and see 
if we cannot get a little more clarification on that one point you 


brought up. 

Mr. Parxrnson. I will be glad to. 

Mr. Mansriexp. All right, Mr. Reporter, will you put in this state- 
ment of the Automobile Dealers Association of Portland. 

(The document referred to above is as follows :) 


AUTOMOBILE DEALERS ASSOCIATION OF PORTLAND, INC., 
Portland 5, Orey., July 5, 1951. 

To: The Select Committee on Small Business of the House of Representatives of 
the United States. 

From: Mr. C. Edwin Francis, Portland Ford-Lincoln-Mercury dealer, and Mr. 
Ernest E. Williams; they are president and executive secretary of the Auto- 
mobile Dealers Association of Portland, Inc. 

It is our belief that the job intended by regulation W and by Wage and Price 
Stabilization has been accomplished in each case. However, in the process of 
setting up these three defense and economy measures we have overlapped and 
confused them so much that we no longer know where we stand. Frankly, we 
are scared for our business future. 

Certainly, the credit controls have cut down the amount of credit extended 
but as a result the auto dealers have been building up an ever-increasing stock 
of both new and used cars that cut down his working capital to a point where 
he turns down more business than he accepts. And he dare not use traditional 
methods of free enterprise to liquidate his stock. 

The average worker or small wage earner cannot buy an auto under terms of 
one-third down and 15 months to pay because he cannot squeeze the amount of 
$100 or more (the lowest-price car) per month out of his monthly income and 
in most cases he is allowed no more income. 

The automobile is extremely essential either to normal business or to defense 
production in the Portland area. For example, we found during World War II 
that if all of our mass transportation were lumped together it would not have 
been enough to transport the workers to and from their homes and the Oregon 
Shipyards. That’s just one shipyard and we had 7 to 10 in operation. 

We can handle about 15 percent of our whole population on mass transporta- 
tion, which is less than 40 percent of our working population. 

It is true that we need only a certain percentage of new cars with those now 
on the road to keep our population on wheels; but our low-income workers are 
not being allowed new cars to supplement the ones they are wearing out. Even 
car pools cannot help the situation indefinitely, as we are building up a stock 
of junk cars in the used-car field that will take years just to bring back to a sus- 
taining basis. 

As to price control, the auto dealer in most cases receives a 25-percent discount 
on the factory list price: when the extra tire was removed from the car, the 
factories evidently worked on that basis. But a 25-percent discount turned 
around to the customer becomes a one-third mark-up. So if $12 is removed 
from the factory list price the auto dealer must remove $16 from the price to 
the customer. If the owner then wishes to purchase a spare tire from the 
dealer, both must buy and sell not as a small part of a package deal but as a 
separate item. In the case above, maybe $30. 

In March of this year the factories were allowed a 3.5-percent raise in prices 
but all this did for the dealer was to cut down his discount and lose him more 
customers at the same time because there was no corresponding relaxation of 
retail price controls nor of credit controls. So both the customer and the 
retailer lose on the deal; but this time the Government loses, too, the dealers’ 
tax contribution is lower. If the solution is to raise taxes the whole situation 

» becomes more confused. 

Let’s take another look at the 25-percent discount or one-third mark-up. When 
we add a high excise tax and the high freight rate to the Pacific coast, both of 
which are nonprofit items, our one-third mark-up becomes a one-fifth mark-up 
traditionally, with the 3.5-percent increase in factory list price we now have 
less than an 18.2-percent mark-up upon which to run our businesses. 

Wage control under the present stabilization plan will harm the Government 
again through lowered income taxes to our employees. Will it be right to raise 
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income taxes and lower income at the same time? Our traditional method of 
work under the free-enterprise idea has been by means of incentive plans and 
bonuses which outstanding employees may earn in addition to their salaries. 
These plans must vary with profits, sales, competitive conditions, ete. 

Under rulings of our local branch of the Department of Labor we may not 
pay by this method unless it was in writing with the employees a year and 
one-half ago, although the plan may have been in satisfactory effect for years. 
We have never felt that we needed written contracts with our employees and a 
mutual feeling of trust and respect has grown up over the years, by the same 
token most of us have abandoned time clocks in our establishments. 

Where in the world do we stand? Credit control forces us to put on more 
salesmen to sell our merchandise because wage control will not let us push our 
salesmen by traditional bonuses or new incentives. Price control is cutting 
down our profit while credit control makes us sell less of our merchandise. 
Wage control is cutting down the compensation to our employees while the 
products they buy are raised under price control. And to top it off we are all 


faced with higher taxes. 

We believe there should be a relaxing of credit control. We believe that both 
the high excise tax and the high freight rate should be paid outside of the 
stringent regulation. We believe that excise taxes should be taken off of auto- 
mobiles entirely, they are essential to any business and to any defense effort. 
We believe that auto dealers should be allowed their historic discount as should 
all retailers. We believe that our employees should be allowed normal pay 
raises and traditional bonuses. We believe in the ability of free enterprise to 
rise to any situation in the world if given a fair chance. 


Mr. Mawnsrrexcp. Our next witness will be Mr. John J. LaPorte. 


STATEMENT OF JOHN J. LaPORTE, PRESIDENT, PORTLAND HOME 
BUILDERS ASSOCIATION, PORTLAND, OREG. 


Mr. Mansrievp. All right, sir. Will you give the reporter your 
name, your business, and your address, please. 

Mr. LaPorre. John J. LaPorte, president of Portland Home Build- 
ers Association, 318 Platt Building, Portland, Oreg. 

Mr. MaNsrretp. You may proceed, sir. 

Mr. LaPorre. Mr. Chairman and members of the committee, I am 
here not only representing myself, but I am representing the home- 
building industry as it is known in Portland. 

We have some 400 members in our association, not all builders, but 
a great rege of them are builders, and I would like at this time, 
if possible, to solicit the aid of your committee in bringing about a 
relaxation of regulation X, or the mortgage credit terms, as most of 
them know them as, pertaining to the building industry. 

Now, that is being done in numerous ways, but I thought it would 
be a problem also that we could throw in the lap of this committee 
here, being that most of our builders are small builders building one, 
two, three, four, and possibly five homes a year. 

The regulations originally were placed by the Federal Government 
in order to curtail building to possibly a degree of one-third less than 
had been accomplished in the year previous to this. 

By all indications, however, actually what is happening is that we 
find that people in the market for homes, that is, in the lower income 
brackets, do not have this one-third down payment to pay on “these 
houses. 

Now, the building industry has been told to curtail operations this 
year, but previously it had been encouraged by the Government to 
build up and create houses, and build houses for the American people. 

In fact, at one time they told us that the building industry had 
failed the American people, that we were not furnishing enough 
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homes, and they came out with a Federal public-housing program, 
because the home builders in the United States were not. supplying 
enough homes. 

Well, we got into gear, and finally got rolling. We built 1,400,000 
homes last year 

Mr. Mansrtevp. More than anticipated ? 

Mr. LaPorre. Well, last year we were not under regulation X yet. 

Mr. Mansrievp. Yes. 

Mr. LaPorre. It was quite a feat, because it never had been done in 
the history of the United States before, to build that many homes. 
We had to build 925,000 in 1925, but the building industry got into 
gear, and we were geared to build houses for the American people. 

Suddenly the Government came along and said, “Well now, cut 
down one-third.” Well, actually no one knew where the line of demar- 
cation was, which is actually happening now. Hundreds of houses, 
even through Portland here, stand unsold, houses that we had built 
to take care of possibly workers and people without housing for years, 
clear back into the depression time,and what the builders of our asso- 
ciation ‘have reported to me is a terrific amount of lay-offs that have 
taken place. 

In my own case, we have cut down two-thirds; I laid off two-thirds 
of my help. In one case out here, where a large builder—and of 
course, this is happening throughout the whole country—has, say, 
possibly a crew of 100 men, he now has 8. He has basements that are 
poured, and he is just going to let them stand, because the people do 
not have that kind of money. They don’t have one-third of the price 
of a house to put down, and it is causing unemployment ereuahient 
the whole industry, and it is causing builders to worry. They have 
been told to go ahead and build houses for the American people, that 
they were not doing the job, and they got in and did the job, and now 
they are cutting them off, and on top of it all they are coming back 
with a new public-housing program. 

I mean, back in Congress they are trying to get over an appropria- 
tion now to allow for more public housing to be built. Private in- 
dustry can build houses any day in competition to public housing, that 
is, private builders can. I dare say that we can build a house for a 
third less than they can—the same house. 

Mr. Mansrtevp. I think when the bill you referred to passed the 
House, the number of houses to be built in defense areas was reduced 
from 75,000 to 5,000. It is my understanding in the Senate that they 
have raised that figure to 50,000. 

Mr. LaPorte. They are trying to raise it, but it shows that it is 
continually being raised up, while we are curtailed. I don’t think 
it fair. I believe that the low- wage earner is being discriminated 
against, because he does not have the money to save or accumulate, or 
any money with which to buy a home, whereas the person in the pro- 
fessional field and skilled mechanics, they can possibly accumulate a 
certain amount of money, and they can put down $2,500 or $3,000 on 
a house. 

The veteran is in the same fix. He cannot buy a house that he 
wants. He might have to buy a substitute or something of that nature, 
but I firmly believe that the entire association is behind me in this 
belief, and I would like to solicit the aid of this committee here to see 
what can be done in bringing about a relaxation of regulation X. 
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Now, the unions in this city are very much worried about the excess- 
labor pool that they have. You can go up to the carpenters’ hall and 
get any number of men and laborers you want. They are particularly 
skilled in the home-building field, and they could be wet It comes 
to a point where the unions are finally getting behind this public- 
housing program for the simple reason that they have to take the 
lesser of two evils; they have to keep their men working. 

Mr. Mansrreip. Well, your solution is a relaxation of regulation X ? 

Mr. LaPorre. As pertaining to housing. We were told last year to 
go and build those houses, that they were going to need them, and 
then all of a sudden they said, “Cut down one-third, we are going to 
cut you off.” That is, cut down one-third, and also raise the down 
payment to anyone who wanted to buy a home, and therefore it just 
practically wiped the market clean almost. 

Mr. Mansrrevp. Mr. Dalmas, do you have any questions / 

Mr. Datmas. Does regulation X prohibit the selling of the houses 
that you already have built? I understood that that applied to new 
construction, not to houses that were built. 

Mr. LaPorre. These houses that are being built are built under 
regulation X. 

Mr. Damas. You spoke of completed houses that you could not 
sell because of regulation X. Weren't you allowed under regulation X 
to dispose of houses already built at other terms than provided for new 
construction ? 

Mr. LaPorte. Any house started after October 1 is under regula- 
tion X. 

Mr. Daumas. Those are houses that have been completed since 
October 1, or before October 1? 

Mr. LaPorte. They are just coming into completion now. Houses 
completed before that time—that is why there have been plenty of 
buyers for those houses, where they can put 10 or 20 percent down. 
Some houses run as high as 50 percent. 

Mr. MansrteLcp. How many vacant houses do you figure under reg- 
ulation X you will have in the Portland area at the end of July? 

Mr. LaPorte. At the end of July? 

Mr. Mansrrexp. Yes. 

Mr. LaPorre. I would say you would have in the neighborhood of 
300 or 400. 

Mr. Mansrretp. Thank you. 

Mr. LaPorre. There is one builder out here who has spent $2,000 
advertising 40 houses. He has 20 completed, and in one month he 
sold 1, and he spent $2,000 for advertising them. They have not got 
the money, so what is the use of coming out to look at them ¢ 

Mr. Damas. I don’t have any other questions, Mr. Chairman. We 
have heard of this problem before, as you know. 

Mr. LaPorre. I think there is a certain amount of work being done 
on this. 

Mr. Datmas. We will see what can be done on it when we get back 
to Washington. 

Mr. Mansrtevp. This is another Federal Reserve Board regulation, 
and there is nothing we can do on the spot. We will add it to our 
other testimony, and next week we will see what can be done. 

Mr. LaPorre. I wish you would give it all the consideration you 
can. It really would help the industry a lot. 
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Mr. MANsFietp. Very well. 

Mr. Reporter, will you see that the statement handed in by Mr. 
LaPorte is made a part of the record. 

(The document referred to above is as follows :) 


PortLAND HoME BUILpERS’ ASSOCIATION, INC., 
Portland, Oreg., July 2, 1951. 
To: Representative Mike Mansfield of Montana 
From: John J. LaPorte, president of the Portland Home Builders’ Association, 
Subject: Need for continued program of residential construction in Portland 
and vicinity. ‘ 
The Honorable Mr. Mansfield and his colleagues: 

We appreciate your coming to our city in order to hear first hand our attitude 
toward some of the factors affecting the home-building industry. 

At the outset I feel impelled to say that we consider the construction and sale 
of homes in nowise inflationary, and we are convinced that the upward spiral in 
inflation was not curbed to any extent during the past year by the invocation of 
regulation X and other mortgage-credit curbs. 

It might be well to point out that the construction and sale of single-family 
homes, with a few duplex structures included, during the last 5 years in Mult- 
nomah County, has involved the expenditure of well over $200,000,000. As 
you well know, this $200,000,000 turned over several times in the process, because 
that is the value of the completed homes, and the amount realized in their 
sale. 

ven this activity failed by a wide margin to satisfy the demand for single- 
family homes in this area. When you stop and think of the many suppliers, 
subcontractors and craftsmen given business and employment by this opera- 
tion, you may see at once that any summary curtailment on a fictitious basis is a 
vicious attack on our economy. 

We can see only three factors which should govern this industry. 

1. Is there sufficient demand for homes to justify a continuance of building? 

2. Are supplies for homes available without cutting into inventories needed for 
defense measures? 

3. Is home construction putting too much demand on the pool of skilled labor 
in this field? 

We feel that the substantial demand for new homes, particularly in the 
$7,500 and $11,000 field, existing in Multnomah County and all Oregon today 
will continue unabated through a vast program of construction. We maintain 
further that the supplying of this housing will cause no inflationary trend, but 
on the contrary will work toward a curb on inflation, for, as we stated at the 
outset, there is nothing inflationary about buying a home. 

We understand that right down through the list of supplies needed in con 
struction of homes, there is a substantial backlog of inventory in this area. Many 
suppliers are being hurt because of the lull in demand brought on by the 
mortgage-credit curbs. Unless these supplies are called on in the near future, 
they will be diverted to other sections of the country, we fear. 

Organized labor, particularly the locals of building-trades craftsmen, are be 
coming somewhat worried about the present lull in home building. Representa 
tives of the building-trades council have expressed concern about the lack of 
work. If we are to keep a sufficient group of craftsmen in this area to take care 
of our demands in normal times, we must have a relaxation of regulation X and 
the other mortgage-credit curbs for the remainder of 1951 at least. 

Sincerely yours, 
Jonny J. LaPorte, President 


Mr. Mansrievp. Our next witness will be Mr. Wilfred C. Long. 


STATEMENT OF WILFRED C. LONG, REPRESENTING THE 
ASSOCIATED GENERAL CONTRACTORS 


Mr. Mansrtevcp. Will you give the reporter your name, your address, 
and your business, please. 

Mr. Lone. My name is Wilfred C. Long, representing the Associated 
General Contractors Building Division, the 10 subcontracting groups 








2520 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


in the construction industry, other than the general contractors; in 
other words, all phases of the construction industry, with the exception 
of electrical and plumbing contractors. 

Mr. Mansrrevp. Will you sit down and proceed, please. 

Mr. Lone. It is the desire of the commercial construction industry 
to present to this committee the fact that the NPA order M—4 curtailing 
commercial construction, and the lack of defense construction work 
in this area, is completely drying up a major industry. 

In the last war we did have considerable. defense construction in 
the area. The contractors were able to maintain their crews during 
that wartime emergency. But at the present time there is no appre- 
ciable defense construction in this area and, as a result, it is either 
forcing the migration of the contractors out of this area, if they want 
to do any work, or virtually going out of business. 

The only remodeling that could be done under this M-4 order is 
limited to $5,000, and the number of exemptions on commercial con- 
struction are so limited and small that, as I said before, the flow from 
the faucet has come down to a drip, and we expect before the fourth 
quarter of this year, with the elimination of work on the architects” 
drawing boards, that we will soon come to a complete stop. 

We felt that if there was any possibility at all of saving this industry, 
which is certainly going to be needed after this emergency period, 
that some method could be worked out of relaxing order M-—4 in those 
areas where there is no defense construction. 

Mr. Mansrrie.p. Mr. Long, we will make the letter from Mr. Henry 
M. Mason a part of the hearing along with your testimony. 

(The document referred to above is as follows:) 

PorRTLAND CHAPTER, THE ASSOCIATED GENERAL 
CONTRACTORS OF AMERICA, INC., 
BurLpine Drvision, 
Portland, Oreg., July 5, 1951. 
House SMALL BUSINESS COMMITTEE, 
Marine Room, Multnomah Hotel, 
Portiand, Oreg. 

GENTLEMEN: A survey of work now being performed by members of this organi 
zation indicates that we are rapidly approaching a complete cessation of com 
mercial construction in this area as a result of credit and material controls. 

It my be that this is desirable in order to divert the necessary materials and 
manpower to preparation for defense, but’ defense contracts in this area are negli- 
gible and at the present time we see no prospect of appreciable military con- 
struction to furnish employment for our administrative personnel and working 
crews. 

We would appreciate your advising us as to the economic planning for the 
construction industry so that we may intelligently plan our own future activities. 

Very truly yours, 
PORTLAND CHAPTER, THE ASSOCIATED GENERAL CONTRACTORS 
or AMERICA, INC., BUILDING DIvIsION, 
By Henry M. Mason, President. 


Mr. Mansrieip. Mr. Dalmas, do you have any questions? 

Mr. Datmas. What is the situation in connection with defense con- 
tracts under the Army engineers ¢ 

Mr. Lone. There are none we know of at the present time, and I 
mean by area, not only the State, but any place in the surrounding 
States that these contractors are in a position to work on. 

Mr. Datmas. In other words, no defense contracts are in prospect, 
and your commercial contracts are prohibited ? 
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Mr. Lone. That is correct. Under the NPA Order M4. 

Mr. Damas. It not only affects the general contractors, but it 
affects the subcontractors who might do work for the general contrac- 
tors, electrical, plumbing, and so-on ¢ 

Mr. Lone. That is correct. It affects the working force of approxi- 
mately 10,000 to 15,000 men. 

Mr. Datmas. In the Portland area? 

Mr. Lona. In the Portland area alone. 

Mr. Mansrieip. How much of a surplus labor supply do you figure 
you have in the Portland area at the present time ¢ 

Mr. Lone. At the present time it is more than adequate. I don’t 
know how to term it; in terms of percentages, it is running.10 to 15 
percent over, but I believe by the time we have reached the fourth quar- 
ter you will find that that percentage is up to maybe 40 or 50 percent. 

Mr. Mansrietp. That is very high and depicts a very serious con- 
sideration. The committee suggests that you meet with Mr. Tackle or 
Mr. Bartlett, and that you discuss with them in detail what you have 
told us somewhat sketchily, so that if something can be done it 
will be done so that they can bring back direct to the proper authorities 
in the NPA in Washington the story of the situation as it exists in 
this area. 

Will you do that right away ? 

Mr. Lone. I shall. 

Mr. Mansrtevp. Thank you, sir. 

Mr. Datmas. Mr. Chairman, in connection with pallets that we 
beard about this morning from Mr. Lay, particularly on bid invitation 
6S-676—R-6-26-51, I think it would be advisable if you would approve 
that a wire be sent to the General Services Administration at Wash- 
ington, and ask them to reconsider this proposal with the idea of letting 
this particular lot of omen be built on the Pacific coast and take bids 
out here on a reasonable basis for that purpose. 

Mr. Mansrrecp. Mr. Dalmas, I think that would be a good idea, 
and the committee will direct you to attend to that this afternoon and 
send that telegram. 

Major Wharton has an announcement to make. 

Major Wuarron. Thank you, Congressman Mansfield. 

The Air Force representative who is with us today has brought to 
my attention the fact that there are two Air Force installations pur- 
chasing wooden pallets, packing cases, and other wood fabricated items 
here on the west coast. 

Since the 17th of May these two purchasing offices have purchased 
a large number of orders from 4,000 to 12,500 each in number on ad- 
vertised bids which were open to anyone in this part of the country 
to bid on. 

Now, one of them is at the Air Force Depot in Los Angeles, and one 
is at San Bernardino, and I will gladly give the addresses of the pur- 
chasing officers, and their telephone numbers, and furnish all the in- 
formation necessary so that these people locally can get in on the pro- 
curements being made on the west coast. 

Mr. Mansrievp. Thank you very much, Those of you interested 
may contact the major and get the addresses. 

The next witness will be Mr. L. R. Gensman. 
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STATEMENT OF LEE R. GENSMAN, CHIEF ENGINEER, NORTHWEST 
MARINE IRON WORKS 


Mr. Mansrietp. Will you give us your name, your address, and your 
business, please ¢ 

Mr. GensMan. My name is Lee R. Gensman, and I am chief engineer 
at the Northwest Marine Iron Works in Portland, which is a heavy 
machinery manufacturing plant. 

Mr. Mansrie.p. Sit down, sir, and proceed, please. 

Mr. Gensman. I have 10 copies of testimony here. We have one 
specific grief, if you want to call it that, and it has to do with Govern- 
ment contracts. About three-quarters of our volume is represented by 
contracts with the Army engineers and the United States Bureau of 
Reclamation. 

We build gate hoists for dams, for which Portland is probably 
the manufacturing center in the United States. We have enjoyed a 
rather profitable business, and I mean by that that we have not lost 
money on most of the contracts in the past, but at the present time we 
have a rather disastrous condition. 

We have three contracts which total half a million dollars, almost, 
which are to be completed during this period of high cost, but the 
contracts themselves were negotiated before there was any Korean 
War started, and before there was any problem by reason of the general 
inflation we have had. 

As you know, a Government contract is just as ironclad as can be, 
and it is a fixed-price affair, and you cannot get any more money 
for it. 

In other words, we can determine the losses on three contracts 
will be $40,000. That is purely a guess at the moment, because we 
have not proceeded with all of the procurement. 

Mr. Mansrievp. Let us get this straight. You anticipate a loss of 
$40,000 on three Government contracts ¢ 

Mr. Gensman. That is right. 

Mr. Mansrieitp. Why? 

Mr. GensMAN. Well, because the contracts were negotiated before 
the Korean incident started, and before this run-away inflation— 
that is now partially in check, but before that occurred. Our ma- 
terial costs have gone up somewhere between 20 and 30 percent on 
the average, and labor costs have gone up at least 10 percent, and 
that is just the visible cost. There has also been an invisible cost be- 
cause of the lessened productivity of each worker. As the labor market 
becomes more critical, each man puts out less work. He doesn’t have 
to work as hard in order to hold his job. 

Mr. Mansrievp. There is no clause in your contract for renego- 
tiation ¢ 

Mr. Gensman. There is no clause for renegotiation and, as I under- 
stand the renegotiation law, if there were, that is a one-way street, 
that only takes away excess profits, it does not give us any money that 
we lose at all. ; 

Mr. Mansrrecp. I should have said price redetermination. 

Mr. Gensman. The Government, the Army engineers, will not ac- 
cept any sort of an escalator clause in any contract. If you bid that 
way your bid is null and void. : 

Mr. Mansrieip. Major, or Mr. Lennihan ? 
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Mr. Lennruan. You can apply for redetermination. 

Mr. GensMan. We have done so, with each district involved, and 
they have answered there is nothing within their authority to allow 
them to give us any relief. 

We completed one little lock of $53,651, and we delivered it this 
year, and our loss on that contract was $12,783; that is our book loss. 

Mr. Mansrrevp. Well, I understood that under a recent act of Con- 
gress permission was given to the agencies where, when a man Was 
caught in a squeeze, pre-Korea, to apply for his redetermination and 
get it, if he had a justifiable experience that would warrant it. 

Mr. Lenninan. That is being done in Washington right now, re- 
determination on these types of cases. 

Mr. Mansrie.p. It would be your contention, then, that this gentle- 
man has the privilege of asking for the privilege of price redeter- 
mination / 

Mr. Lenniman.: Yes. 

Mr. GensMan. Whom do we ask? 

Mr. Lennruan. We will take you outside and tell you about that. 

Mr. Gensman. All right. 

Mr. Mansrtevp. Is that your big problem / 

Mr. Gensman. That is the major problem. A small business em- 
ploying 100 people, with the loss of $40,000, is something that you don’t 
take lightly. 

Mr. Daras. I would like to add for the record that that applies 
to any Government contract, including a General Services contract for 
common-use items, where a man was caught in a squeeze and had to 
have a redetermination in price, because of the increased cost of 
production through materials and for other reasons. 

Mr. GensmMan. One of these contracts was with the Sacramento, 
Calif., district of Army engineers, and the first week in May I was in 
Sacramento and met with the district engineers there, together with 
another contractor, who has the same problem, and we attempted to 
determine if there was any relief, or if he knew of anything that we 
could possibly do in order to obtain some sort of additional protection 
on these price increases. 

We are not asking for more profit on the job. We are asking for 
protection so that we do not lose money. We are asking for a guar- 
anty if the price of electric motors goes up from $400 to $600, and we 
are then asking that the Government pay the extra $200. 

Mr. Mansrrecp. Now, Mr. Gensman, if you will write a letter to 
Mr. Richard Lennihan, Munitions Board, Pentagon Building, Wash- 
ington, D. C., that matter will be taken care of personally and im- 
mediately. 

Will you see that that is done? 

Mr. GensmMan. I will do that myself. 

Mr. Mansrievp. I would suggest that you get the letter off today or 
tomorrow at the latest, so that when Mr. Lennihan returns to Wash- 
ington that will be on his desk, and I am quite certain you will find 
there is a possibility that you can ask for price redetermination on this 
contract, and very likely you will be adequately protected. 

Thank you very much, sir. 

Mr. Reporter, will you please make this letter a part of the record. 
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(The document referred to above is as follows :) 


Testimony By L. R. GENSMAN, CHIEF ENGINEER, NORTHWEST MARINE [RON WoRKS, 
Berore House Special SUBCOMMITTEE ON SMALL Business, Martine Room, 
MULTNOMAH Hore, JuLy 5, 1951 


This company is a small business, employing around 100 persons, engaged 
primarily in job-shop work on heavy machinery, and secondarily in ship-repair 
work. Approximately three-fourths of our dollar volume is accounted for by 
sales to various Government agencies, such as the Corps of Engineers, United 
States Army, and United States Bureau of Reclamation. These sales are by 
competitive bids. 

Since the start of Korean hostilities, we have been severely pressed by the 
increase in costs of labor and materials we require to complete contracts with 
these Government agencies, said contracts having been made before the start of 
our inflation at the outbreak of hostilities in Korea. 

Contract No. DA-03—-050-eng-48 for $53,651 with the Little Rock, Ark., dis- 
trict of the Army engineers, was completed and shipped this year. Our actual 
losses on this contract have been determined at $12,783.90, 

We have one contract amounting to $172,336, contract No. W-46—-022-eng-2046, 
with the Huntington, Va., district of the United States Army engineers, which we 
are presently completing. Another two, DA-(4-167-eng-305, with the Sacra- 
mento, Calif., district for $211,287.98 and through Johnson-Kiewit Co., DA-—21-— 
01S-eng—242 with St. Paul, Minn., district for $105,045, have not yet been started 
in our shop. 

These three contracts will probably cost this company around $30.000 out-of- 
pocket loss before they are completed. Our total losses therefore will probably 
exceed $40,000. 

We maintain this condition is not due to any fault or action of this company 
since the Government of the United States assumed control of the inflationary 
tendency of the economy too late to prevent this condition. 

If no relief of this condition is possible, it appears probable that many smal] 
businesses faced with these conditions will be forced to go out of business, 


Mr. Mansrietp. Our next witness will be Mr. Rushlight. 


STATEMENT OF W. A. RUSHLIGHT, REPRESENTING 
A. G. RUSHLIGHT CO. 


Mr. Mansrietp. Will you give the reporter your name, your address, 
and your business, please ¢ 

Mr. Rusuuicut. My name is W. A. Rushlight, and I represent the 
A. G. Rushlight Co. We are in the general construction business 
under the name of the Rushlight Construction Co. 

Mr. Mansrievp. Of Portland ¢ 

Mr. Rusuuicur. Of Portland, Oreg.; yes, sir. 

I would like to follow up on the remarks and testimony of Mr. Long 
here a few minutes ago. We would be classed as a small contractor 
comparable to large firms operating in defense work. 

We find that as a result of the situation that Mr. Long testified to 
in connection with the drying up of construction in Portland, due to 
the restrictions on construction, and the fact that we have no defense 
here to take its place, that we either have to go out of business or else 
we have to go into a defense area. 

Now, the problem arises with us that we are not big enough, the 
way these contracts are being set up, and other builders here find them- 
selves in the same position, to bid on contracts, we will say, in Alaska. 

Alaska should be our area because the Government is spending hun- 
dreds of millions of dollars up there, yet we find out that contracts are 
being let in lumps of 4 million dollars, 5 million dollars, and on up, and 
you will find, if this committee will investigate that particular situation 
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in Alaska, that the contracts are going to very few bidders, the large 
national firms. 

I only know of one firm in Portland that has a contract up there, 
and that is not on a defense contract; that is on a road job. 

Now, during World War II, for the committee’s information, we 
happened to have a man here by the name of Colonel Leahy in charge 
of the United States engineers office here. He made a considerable 
campaign to do just what I am recommending the committee look into— 
to split these contracts up so that the local people could offer their 
services to the Government and to the defense effort. 

I might say for the committee’s information—and this will be borne 
out by the record—that we had two identical camps built here in Ore 
gon—one at Camp White, down at Medford, and the other at Corvallis, 
Oreg. 

Colonel Leahy recommended that Camp White and Camp Adair both 
be split up in small units, so that the local contractors in the area could 
bid upon those projects. 

In that case the top authorities in Washington overruled him on 
the Medford project and ruled with him on the Camp Adair project. 

The record will speak for itself. Those two jobs were identical, yet 
the cost to the Government on the bid price was 10 million dollars 
less by letting it to local people on the Camp Adair project than what 
they paid at the Camp White project at Medford, which illustrates, 
I think, as clearly as you can get an illustration, of the higher degree 
of efliciency and capability of the small contractor who runs his own 
business out on the job, and getting performance and watching costs, 
as against the national contractor which employs a superintendent and 
puts him in on the job, and then proceeds to forget about it and it does 
not get personal supervision. 

That is what we would like to have this committee look into. I 
would like to have this committee ask the Army engineers to give 
you a complete history of the bidding under the defense program in 
Alaska, because that will speak for itself. Just recently, the last one 
was a job let at Whittier, only one bid. On some jobs they have had 
no bids, but mostly one or two bids. 

Mr. Damas. Is that because of the size of the contracts / 

Mr. Rusus:enr. That is right. The contracts are too large for the 
builders in this area to compete on. 

‘there has been one group in Alaska that has some business up there 
that have pooled their resources. They are not local people. They are 
people who came in from the outside. 

Now, that is the only field that is open to the contractors of the 
Northwest, and that is the Alaskan field, where there is any volume 
of defense work being done in the building business, and I think if 
this committee will ask for that record up to date of Alaska, that 
the facts will speak for themselves. 

I am sorry that I do not have that information, or I would present 
it to the committee, but I know what you will find. T know that it 
has been going on from day to day, and we have been attempting to 
bid in that area, but we find that the contracts are too large for our 
capacity and our credit capacity. 

Mr. MawnsFfreip. Major Wharton. Unfortunately we have no one 
from the Army engineers here, and I wish I had thought about it, and 
we would have, but could you fill in, Major, on this particular propo- 
sition { 
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Major Wuarron. I will be glad to. I only know that at noon Gen- 
eral Walsh, who is the division army engineer, told me that they 
had divided up their parcels of construction contracts in Alaska into 
large contracts, medium, and small, in the hopes that everyone in this 
area who is interested would be able to go in on at least some of 
them. 

When I asked for the results, he told me that the last few parcels 
of contracts were not even bid on at all, although they were adver- 
tised bids, and there were no bids on them. 

Now, I dont’ know which ones they were, but I would gladly ask 
for that information and furnish it to you from the engineers. 

Mr. Rusuwuienr. I think you will find what he calls small is not 
so very small. It runs into several millions of dollars. 

Mr. Datmas. There is a possibility that the contractors down 
in this area did not know about it, that although it may have been 
advertised, in the sense that it was a bid job, that all of the con- 
tractors in this area did not have knowledge that it was going to be 
a bid job. 

Major Wuarron. The advertisements, as I remember them, sir, 
were carried in the Department of Commerce publications. 

Mr. Rusuvicnt. We are on the list, we are getting all the adver- 
tisements from the Army engineers. We are getting notified of 
every job. There have been some small jobs up around the North 
Pole, | mean, where you have to have shipping facilities available, 
and other phases which we and other small builders do not have, 
and we were unable to bid on them. 

I know of no jobs which I would call small, on which they have 
sent out bids, with the exception of those in isolated places. 

[ think you will find that the record will show that, if you will 
ask for a detailed report of the jobs called and those let, which 
will be made available to this comittee, [ am sure, by the Army en- 
gineers. 

Now, another thing, you will find in the Alaska picture, I think, 
that should be called to the attention of the committee, is the fact 
that apparently, either by agreement or accident, there is a sort of a 
gentleman’s agreement only among the big contractors controlling the 
work, to only bid in certain areas, and not to compete with each other 
in other areas. That costs the Government a lot of money. You can 
look at the record and see what you think. 

Of course, that makes it bad, and I will tell you the reason I am 
mentioning that. I have a very definite reason in mind, and that is 
in connection with the operation of the renegotiation law. I hap- 
pened to have been in Washington and testified before the Armed 
Services Committee, and the Senate Finance Committee, in connec- 
tion with the renegotiation law, and I told those gentlemen how it 
would work, and it is working that way in Alaska. 

Here is what I want to call to your attention: Some of the boys 
are able to bid on multimillion jobs and get one without competition 
at a tremendous profit, which they are getting, and they are subject 
to negotiation, which means that the renegotiation agency is going 
to take these excessive profits away from them. 

Now, when a little competition shows up up there, why, the price 
immediately drops down in the basement, below cost. See what I 
mean ¢ 
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The reason for that is that the way the renegotiation law works, if 
you get a long-profit job here, and you take another one below cost, 
when they renegotiate you are going to be given a percentage based 
on the over-all figure, so it becomes unfair competition. We cannot 
compete with that. 

I can see where it is good business on their part, but it certainly 1s 
not good public policy, “because some of those fellows for the next 2 
years could take work below cost because of the settlement they would 
get out of the Renegotiation Board. 

You cannot expect the small bidder to compete with that sort of 
thing. 

Mr. Mansrievp. No. Mr. Dalmas. 

Mr. Darmas. If that is the sort of game that is being played, it 
would certainly effectively keep out competition, both little and big. 

Mr. Rusuuienr. That is true. That is true not only in Alaska, but 
it is being played in other large defense centers in the United States, 
and if the committee wants to do something for the small building 
industry men, the facts speak for themselves. 

I happen to know what I am talking about on that, and if I had the 
opportunity, and the committee wanted to definitely go into it, I be- 
lieve | could give you information along those lines. 

Mr. Mansrtetp. We are delighted to have this testimony from you, 
and the committee will go into it. I would suggest that if you have 
any detailed information that you care to submit, that you send it to 
us in Washington, so that we have it in connection with our investi- 
gation with this particular problem which you have called to our 
attention. 

Mr. Rusuuienr. | will be glad to do so. It is a very serious thing 
for the small builders in this area, and unless we can participate in 
defense work, like in World War II, we will have to get out of business. 

Mr. Mansrretp. Thank you very much. 

Mr. Rusuuieur. I think that this committee should know this, and 
that is why I have called it to your attention, and I hope that some 
good may come out of it. 

Mr. Mansrrecp. Well, I hope so, too. 

Our next witness will be Mr. L. W. Hubert. 

Mr. Gensman. I have a recent case of exactly the same thing that 
Mr. Rushlight is talking about, with the Tulsa, Okla., District of 
Army engineers, and I will prepare letters and send them forward. 

Mr. Mansrtetp. The committee would appreciate that, if you would 
do SO. 

Now, Mr. Hubert. 


STATEMENT OF L. W. HUBERT, REPRESENTING NORTHWEST 
AIRCRAFT CO. 


Mr. Mansrieup. Will you give us your name, your address, and 
your business, please / 

Mr. Huserr. I am L. W. Hubert from the Northwest Aircraft 
Distributing Co. in Vancouver. 

Mr. Mansrrecp. Washington ? 

Mr. Huserr. W ashington, generally considered Portland and Van- 
couver. So] took the liberty of attending this meeting on our behalf. 

Mr. M ANSFIELD. You are entirely welcome by the committee. 
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Mr. Huserr. I have problems, and a lot of them, every since this 
war deal started. 

As you know, the airplane business has suffered from the very day 
we declared this a defense zone. When they declared this a defense 
zone it just about stops the flying business, so my particular business 
is wholesale aircraft and supplies. 

I have a wholesale house, and after the last war I built my own 
buildings, and went into the aircraft wholesale business, and my busi- 
ness is affected considerably by what the operators do around the areas, 
and those operators have not been doing much for the last few years. 

So, knowing that we had to go out of business, as we did in World 
War II, or find some defense work, for the last year or so I have been 
getting on all the mailing lists that I could get on. I have written 
and filed with the NPA in Washington, I have gone to Boeing, and to 
every other contractor that I could know of, and every agency that 
I could know of, and the chamber of commerce has helped a lot by 
giving us bid lists, and we have tried everything we know of, but we 
never get any of the slightest hope of a contract, sub or prime, or any 
other kind of contract. 

Now, we are at a disadvantage, because I am in the wholesale parts 
business, and my entire outlay of cash is tied up in buildings and facili- 
ties and equipment and personnel and supplies. 

So that does not work out good, when you go to bid on contracts. 
They want to know, are you a machine shop, or do you have a wood- 
working shop, or a sheet-metal shop, or what have you. 

Now, we know aircraft fabrication and production, and we have 
facilities and experienced personnel, and heated and lighted facilities 
to do the work, but we do not have a fully equipped sheet-metal shop. 
even though we have the knowledge, so they refused to listen to us, 
because we don’t have the equipment. 

They say, “Can you do this, or can you do that?” Of course, we 
cannot. We are wholesale supply houses. We are being put out of 
business, because the airplane business has been bad for 2 years, and 
will continue to be bad until the thing has been straightened out. 

Every operator in the country has gone along with the idea that 
there would be a training program that would step up and save hun- 
dreds of boys in business, the same as I am, and we have our life’s 
earnings in our businesses, and we are an industry of our own, and 
we have no other place to go, unless we get a training program or 
something to keep those boys going and use their equipment, which is 
strictly airplane and training instructors, I don’t see any chance of 
saving them, and there are hundreds of them. 

Now. I understand that the President has signed this compulsory 
military training act, and we hope by that that possibly the training 
might be let to private schools, such as it was in the last war under 
the CPT program, and that independent operators could do the 
training. 

Mr. Mansrtevp. So far as the universal military training, so-called, 
law is concerned, it is a reality only on extension of the Selective 
Service Act. There has been a commission of five created, already 
appointed, which will look into the universal military training pro- 
gram again, and I believe within 6 months will come back to C ongress 
with definite recommendations. 
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So, so far as getting any help out of this universal military training 
program, so-called, I don’t think that I would hold out much hope. 

Mr. Dalmas, do you know anything about this particular kind of 
program ¢ 

Mr. Datmas. No, I don’t have any knowledge of it, Mr. Chairman. 

Mr. Mansrtetp. Major, could you be of any assistance in this 
respect ¢ 

Major Wuarron. Yes, sir. Are you listed with the office in the Air 
Forces which is now listing private flying instruction companies for 
training ? 

Mr. Huserr. No, ma’am, I am not particularly, miss, because as I 
explained, I am a wholesale house. 

Major Wuarron. You are interested in parts / 

Mr. Huserr. My part is parts. Of course, the planes have to fly for 
my parts to come into play. There are hundreds who have had pro- 
grams before. 

Major Wuarron. There is such an office in the Pentagon now listing 
private flying companies in order that they may have them if and 
when the training program is stepped up to the point where they 
must use private instruction. There have been some contracts let. 

Mr. Huserr. Do you mean ROTC contracts? 

Major Wuarron. I am sure there are local flying contracts. I don’t 
know under what auspices, but if you give me your name and your 
address, after this I will very gladly send that information to you. 

Now, as to the parts, Mr. Congressman, we have representatives 
from the Air Force here, and I think they can answer that much 
better than LI. 

Mr. Mansrievp. I was going to suggest that, Major. Do you have 
any comment to make on the stataement made by Mr. Hubert ¢ 

Major Austin. Nosir. I believe that we just received a letter from 
him inquiring about the bid list on parts within the last week in our 
office in Seattle. However, the problem is a complex one, so far as the 
Air Force is concerned, because our parts are normally purchased di- 
rect from the manufacturer as a part of our normal procurement pro- 
gam. That is, we buy so many airplanes, and we need so many parts, 
and we buy them at the same time from the same companies from 
which we would buy the parts. 

That is our normal procurement policy. Insofar as purchasing any 
other parts, unless it were on an emergency basis, from a normal op- 
erating base we would not do it, because we buy them as we buy 
our airplanes under what we call a parts provisioning program. 

So, lacking productive facilities, I don’t know just exactly how we 
could help him. We are doing some investigating up there now. 
The staff is working on it, and was working on it when I left, to 
see What could be done, but the quick answer is from the Air Force 
that I don’t see how he can fit into the picture, because we buy parts 
direct from the manufacturer as the planes are built, as part of the 
original plane procurement, so we normally don’t purchase parts 
through a distributor or wholesaler. 

We have our own depots to store our parts to be available where 
our planes are. 

Mr. Mansrrecp. Well, that sounds reasonable, Major. I imagine 
what Mr. Hubert has in mind is revival of flying schools, which in 
a large part are the ones who buy the parts from you that they need; 
is that correct ? 
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Mr. Huserr. That is correct. And that would, of course, solve our 
problem in our own right. 

During the last ware had considerable experience with production. 
I set up production on airplanes, and so on, and I had the background 
and experience, and I had facilities here, so we could convert into mak- 
ing subcontract work for fabrication of different items. 

We cannot get to first base with any prime contractor to give us 
any subcontracting. They buy spare parts from Boeing, and Boeing 
let out a lot of contracts, and aes tattle out a lot, but we cannot seem 
to get to them, because they and others seem to say that they can handle 
all they can get, and, “When we need you, we will holler.” 

Now, we are not going to be able to stay in business forever waiting 
for them to consider us. I say overnight we could fabricate parts 
for various airplane assemblies, subassemblies. We could convert our 
facilities and know-how into that work very easily overnight, but we 
cannot get into it. 

We have given that up. You might help us in another way. So 
we have come to the conclusion that we have to get something else 
into our business in order to keep us going until such time as we see 
how this thing is going to come out. 

We are of the understanding that we could have a tire distributing 
business, but as you know, tires have been cut a considerable amount. 
Now, from various sources we hear that there is plenty of rubber, but 
our manufacturers of tires say that they can produce only what the 
Government will allow them to produce, and the sizes they will allow 
them to produce. 

If the time comes where the defense effort has all the tires they need, 
if they relax on civilian rubber, then we can go along on other lines, 
but we are blocked every place we try. 

It is our understanding that they have sufficient tires for 3 years all- 
out-war, but they are not relaxing civilian rubber so that we can go 
on with a distributorship. 

This committee might help us in seeing that the Government, when 
they do reach that peak, should relax the regulation so that the manu- 
facturers can produce more tires for civilian uses. 

Mr. Datmas. Are you talking about plane tires? 

Mr. Huserr. Automotive int plane tires. 

Mr. Mansrietp. Mr. Hubert, this is the first time in our visits to 
various parts of the country that we have come up against this par- 
ticular problem, so we cannot give you much information right now. 
However. we will look into this matter and see what can be done, and 
if anything can be done we will notify you, and I think if nothing can 
be done we will try and notify you too. 

Mr. Huserr. I appreciate what the committee is doing, and I can 
see where you can help alot of people who have talked to you here 
today. 

Our problem is different and it is difficult to handle. I would like 
to say on the record that when the last war came along, us boys were 
put out of business and I lost a 10-year business overnight. I went 
into the production of airplanes, and I put my time to useful defense 
work, just the same as I would be glad to do this time. But this deal 
backfired on us after the war. They dumped stocks on the market 
as surplus hardware and tires, and what have you, and just put us 
wholesalers in an awful spot for 4 or 5 years, until that was all used 
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up. Then when we are at the end of it, we are afraid that the so-called 
tires we have stockpiled and other items will be dumped on the 
market again, and we will be fighting for another 5 years, even if 
things get straightened out. 

We will appreciate anything the committee can do to see that we 
don’t go into a lot of spending, to keep the spending level where it is, 
and to go out and purchase new again. 

Those are some of the problems you can help us with. 

Mr. Mansrietp. We will go into this problem and see what we 
cando. That is about the best we can say at this time. 

Thank you very much, sir. 

Mr. Huserr. Thanks to you. 

Mr. Mansrtevp. Mr. D. K. Child evidently is not here. 

Mr. C. J. Beek. 


STATEMENT OF CHARLES J. BEEK, REPRESENTING, HIRSCH-WEIS 
CANVAS PRODUCTS 


Mr. Mansrietp. Will you give us your name, your business, and 
your address, please. 

Mr. Beex. My name is Charles J. Beek, and I represent the Hirsch- 
Weis Canvas Products Co., Portland, Oreg. 

Mr. Mansrievp. Will you proceed, Mr. Beek. 

Mr. Beek. Well, our complaint is with regard to nonpayment 
for merchandise that we have already delivered to the Government. 

In August of 1950 we made two shipments to the Maritime Com- 
mission at Swan Island. These shipments were charged on our in- 
voices on, I believe it was August 23 and August 28 of 1950. To this 
date we have not received payment for either one of them. We have 
submitted a statement each month. We have telephoned the Maritime 
Commission at Swan Island, and as recently as June 7 of this year 
we wrote them a letter about it. 

Mr. Mansrrecp. Mr. Beek, just a moment. Is there a represent- 
ative of the Maritime Commission in Portland ? 

Mr. Breex. Yes, there is. 

Mr. Mansrtevp. What is his name? 

Mr. Beex. I don’t know. 

Mr. Mansrietp. Mr. Riley, will you find out if there is an office 
of the Maritime Commission here, who represents it, and ask them 
to come down to this committee this afternoon. 

Proceed, Mr. Beek. 

Mr. Beek. We have neither had payment for the shipments nor 
have we been given any reason for not being paid. 

Mr. Mansrrevp. Mr. Riley, will you a mention the fact that 
we have a Mr. C. J. Beek at the Hirsch-Weis Canvas Products Co. 
who is interested in this matter. 

Mr. Riney. Very well. 

Mr. Beex. We not only have not received payment, but we have 
not had the courtesy of an acknowledgment of our letters. 

As recently as this morning we telephoned the Maritime Com- 
mission again, and we were told that the invoices had been forwarded 
to San Francisco on September 1, 1950, and that they were returned. 
I believe there was a discrepancy of one penny between the amount 
of our invoice and the figures that the Maritime Commission office 
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had, and that was corrected and the invoice was again, on October 
18, mailed to San Francisco. 

They were acknowledged on October 23, and yet we have not pay- 
ment, 

Mr. Mansrieip. How much of a sum is covered in this deal / 

Mr. Beex. Approximately $1,600. 

Mr. Mansrre.p. Yes. 

Mr. Berx. Now, our problem is that not only do we want to be 
paid the $1,600 that is due us, but it poses quite a problem in trying 
to do future business with the Government. Every time we are pre- 
sented with an opportunity to bid, whether it be for the Maritime 
Commission or any other branch of the Government, the question is: 
Will we be paid for it? 

Mr. Mansrievp. I might say that we have had this problem on one 
or two occasions before today, but that situations like this are the 
exception and not the rule, because the people here before have in 
general indicated that they have received payment and approximately 
on time. 

However, this does seem to be a very worthy case, as practically a 
year has gone by since you have completed your contract and no 
payment has been received. 

The only thing that this committee can suggest is that it will see 
this official of the Maritime Commission in Portland, and it would 
suggest further that you stick around so that when he shows up we 
can get together and see if settlement can be made as promptly as 
possible. 

Mr. Beek. All right. To whom shall we look for future action, I 
mean, assuming that there is no action taken, then what recourse do 
we have? 

Mr. Mansriecp. I wish you would write a letter to this committee, 
care of the House Office Building, Washington, D. C., and we will 
investigate and see that the matter is settled as promptly as possible, 

Mr. Dacmas. I have one question. 

Mr. Mansrievp. Yes, Mr. Dalmas. 

Mr. Datmas. Mr. Beek, there is no question about the acceptance of 
the material by the Maritime Commission, is there ¢ 

Mr. Brrx. No, sir, they did not return it. There was no question 
about it at all, to the best of our knowledge it is still in use. 

Furthermore, rather an odd thing, but it involved supplies for a 
ship. ‘There were two ships at the time, and we delivered the mechan- 
dise to both ships. The invoice for one ship has been paid, and other 
invoices since that time have been paid, but as I say, we never know 
when we enter into a contract whether we are going to be paid or not. 
We assume that sometime we will. But as you know, no company 
can continue to do business if they are not being paid on time. 

Mr. Davmas. Is it a Maritime-operated ship, or was it one that they 
had leased to some private company ? 

Mr. Berx. I don’t know for sure. They were ships that were being 
taken out of moth balls, and I am not quite sure whether those two 
shipments, in particular, were being turned over to an operating com- 
pany, or whether the Maritime Commission was going to operate these 
ships themselves. 

Mr. Datmas. Your invoice was to the Maritime Commission, and 
they made the purchase from you. 
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Mr. Beek. Our invoice was to the Department of Commerce, care 
of the Maritime Commission. That is the way the purchase order 
read. 

Mr. Daumas. Thank you. 

Mr. Mansrrevp. Well, thank you, Mr. Beek. 

Mr. Beek. I would like to ask one question. If it is necessary to 
write, should it be addressed to the attention of anyone in particular ¢ 

Mr. Mansrietp. Address it to the attention of Mr. Victor P. Dalmas, 
executive director. 

Mr. Beek. Thank vou. 

Mr. Mansrievp. He is the gentleman on my right. 

We will now call Mr. D. K. Child. Evidently he is not here. 

That completes the list of witness for today for the committee. Now, 
before the committee adjourns I would like to thank the Portland 
Chamber of Commerce for its courtesy and cooperation in arranging 
for this meeting. I would like to thank the Oregon Delegation of 
both Houses of Congress for their support, and IT would like to thank 
the Government officials who were here today for their fine cooperation 
in attending to the problems which have been called to their attention. 

Before we close, I think the major may have a statement to make. 

Major Wnarron. Before we adjourn, is General Walsh here ¢ 

General Warsn. Yes. 

Major Wuarron. The question has come up by several members 
about the contracts in Alaska, and some of these people think that 
they are not being given the opportunity they should have in order 
to participate in some of these contracts. Would you care to make 
few remarks? 

General Watsu. Yes, I will be very glad to. All of our Alaska 
construction work has been carried on by competitive bidding. We 
have purposely divided the size jobs up into small ones, medium sizes, 
and big, so as to permit the largest number of competing contracting 
firms to participate. 

We have had a number of local Alaska firms take the small jobs, and 
they have done on the whole a very satisfactory job of construction. 

The last group of small jobs that we advertised we had no bids on. 
Kither they had exceeded their bonding capacity, or the labor supply 
was inadequate locally to take care of the small job, and the small job 
would not justify the cost of importing labor to Alaska. 

So we have added those small ones to a big one, with the hope that 
in a bigger job it could be absorbed without any difficulty. 

I sent out to the Associated General Contractors of America today 
about 12 different chapters with a request that they pass the word on 
to their membership that we are seeking as many small contractors, 
as well as large ones, as can be induced to go in Alaska to undertake 
construction, because of the problem we have been finding in large 
and small ones approaching capacity to do the work up there. 

I feel that the local people in Alaska have had a very fair oppor- 
tunity to bid, and, of course, when they have been the low bidden they 
have gotten the job. 

If they were within a reasonable percentage of the Government 
estimate, that is. In some cases, we have gotten bids where the low 
bid exceeded the Government estimates by 80, 90, and in some cases 
100 percent. I would not recommend that that be done by any con- 
tractor, large or small. , 
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Mr. Mansrretp. Well, if you did, General, somebody else would be 
in your job. 

General Watsu. That is right. So I feel that we are doing all that 
we can in order to let the small contractor take a reasonable part in 
the Alaskan program. 

Mr. Mansrrevp. Is Mr. Rushlight here? He was the gentleman, 
I believe, who raised the question. And,I think that Mr. Gensman 
came in and said he had some complaint along the same line. Are 
Mr. Gensman or Mr. Rushlight here ¢ 

I think, General, that Mr. Rushlight said, if he was the gentleman, 
that some of the contracts which you considered small were quite large. 
I don’t know how big a concern he has, or just what figures he based 
his statement on, but could you give us, in general, what you consider 
a small, and medium and large contractor ¢ 

General Wausu. If I could read a few sums that we have here, I 
will just take the series, so that you will get : $69,000; $192,000 ; $134,- 
000; $378,000; $521,000; $111,000; $64,000; $45,000; $238,000; $490,- 
00+: $4,000,000 : $4,800,000 ; $4,700,000 ; $118,364—— 

Mr. Mansrievp. Well, that is enough to indicate that no matter 
‘vhat standard you use you have small, medium, and large contracts 
there. 

I hope, General, that both Mr. Gensman and Mr. Rushlight will be 
down to see you within the next day or so. 

General Watsu. I have an appointment with Mr. Rushlight for 
tomorrow, 

Mr. Mansrtevp. Fine, and he will discuss this problem with you 
in detail. Thank you very much, and congratulations on your promo- 
tion. I did not know you were a general. You see, 1 knew General 
Walsh pretty well, because along with all the other members from 
the Northwest we have a great deal of correspondence with him, and 
we have always found him extremely cooperative and helpful, and I 
want to thank you personally for what you have done for the North- 
west, General. 

General Watsu. Thank you very much. 

Mr. Mansrrevp. Once again I want to adjourn this meeting, but 
I want to ask Mr. Beek to stay in the room so that this gentleman 
from the Maritime Commission who is on his way down will be able 
to discuss your problem. 

The meeting is now adjourned. 

(Meeting adjourned at 3:15 p.m., to be reconvened at 9:30 a.m., in 
Salt Lake City, Utah, on July 7, 1951.) 








PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


SATURDAY, JULY 7, 1951 


House Or Representatives, 
SuscoMMirree No, 1 OF THE SELECT 
CoMMITTEE ON SMALL Business, 
Salt Lake City, Utah. 

The subcommittee met, pursuant to call, at 10 a. m., in room 230, 
Federal Building, Salt Lake City, Utah, Hon. Clinton D. McKinnon, 
of California, presiding. 

Present: Representatives McKinnon (presiding) and Walter K. 
Granger, of Utah. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff: and Jeremiah T. Riley, of the committee staff. 

Present, representing Federal agencies: Leo H. McCormick, assist- 
ant to the Director, Office of Price Stabilization; Maj. Margaret Whar- 
ton and Richard Lennihan, Chief, Office of Small Business, Munitions 
Board, Department of Defense; John S. Bartlett, field representative, 
National Production Authority; Walter J. O'Donnell, manager, Office 
of Small Business, Reconstruction Finance Corporation : Olaf Tackle, 
assistant for procurement, Office of Production and Procurement, 
Defense Production Administration; John H. East, Jr., regional 
director, Bureau of Mines, Defense Minerals Administration; and 
Otto Klein, regional director, General Services Administration. 

Mr. McKinnon. We will call to order the Small Business Com- 
mittee hearing for Salt Lake City. 

I am Clinton McKinnon of San Diego, Calif., and on behalf of the 
committee I want to express our appreciation for the cordiality and 
hospitality you people have extended, and | want to express on behalf 
of the committee my pleasure in being here with you in Salt Lake. 

We hear a lot from Judge Bosone, “and also from Walter Granger. 

Salt Lake City and Utah are very well represented in the House of 
Representatives, and we are awfully happy to be here with you in the 
State of Utah and the city of Salt Lake, and we are very anxious to 
hear the problems of small business in this community in this State. 

We are here with a group of experts representing the various arms 
of the Federal Government, in order to get your story and see how we 

‘an help dovetail your problems and solutions into the national defense 
effort, so that we can take advantage of preparing ourselves in our de- 
fense effort, taking advantage of the good production you people hold 
in this State, and in any way.we can help you directly or indirectly, we 
will be glad to be of service. 

In conduc ting our hearings throughout—well, by the time we fin- 
ish this trip it will be in 24 different States and in many various com- 
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munities—we are trying to get a pretty good picture of the problems 
that do face small business, and in these committee hearings we like 
to operate them not as a place where you come up to make your state- 
ment in generalities, and we talk in generalities, and then we go away 
and forget everything you have said, but we have this group of experts 
with us here so that when you come up we would like to have you state 
your specific problem and what is bothering you specifically, and if 
we can possibly do so while we are here we will turn the problem over 
to one of the men in the agencies or in the agency that specifically has 
that problem at his fingertips, to see if we can get an answer right now. 

If we cannot do that, we will try to go back to Washington and 
develop that answer for you, and try to create a tailoring of regula- 
tions and restrictions, so that we can make those fit into the problem 
of small-business men in Utah, the same as in California, New York, 
or wherever he may be, because we feel, first of all, if our Govern- 
ment Is going to be sound, we have to encourage and develop small 
business. That is the only way we can keep the free-enterprise system 
in this country of ours, to see that competition comes along, and small 
business is kept alive during the war era, and is allowed to grow and 
flourish, because to my way of thinking small business is the very 
heart of the free-enterprise system. 

We want to see our production efforts increased so that we can take 
advantage of the productive might of America, and we know that is 
wound up very largely in the efforts of small business. 

So we realize that many times orders and regulations are out of 
whack that do not take into consideration sufficiently enough the 
problems of small business, and that is why our committee is here, to 
listen to where the problems are binding small business, and to try 
to get the answer for you right here and now, making life easier for 
you people here in Salt Lake and Utah. ; 

We hope that you will keep your testimony right to the point. We 
are not interested in partisan matters at all. 

This committee operates with both Republicans and Democrats on 
a purely nonpartisan basis. We have splendid Democratic and Re- 
publican members. When this committee is in session we don’t take 
our politics seriously. We aré concerned with free enterprise in small 
business and we work together as a team to help small business. We 
hope that you will keep your remarks nonpartisan also, and purely 
to the point of what is bothering you, and how this committee and 
various experts from Federal agencies throughout the Nation can 
be of assistance to you. 

The more pertinent and direct you keep your remarks, the more 
people we can hear and the more people we can help while we are in 
Salt Lake. 

So if we can get your cooperation in getting your statements right 
direct to the target of what is bothering you, then we feel we can 
help you, and it will help us to be of more help to you. 

As I mentioned a moment ago, we have a number of representatives 
of the various Federal agencies with us who are very important in 
serving small business, and I would like to have you meet those people 
before we go into our regular hearing. ‘ 

First of all, however, I would like to introduce to you our executive 
secretary and director of the Small Business Committee, Mr. Victor 
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P. Dalmas, from Washington, who has been on the road trip through- 
out the whole country. 

He has with him his assistant, Mr. Riley, and I am going to ask 
Mr. Riley to please introduce the various representatives of the Fed- 
eral agencies who are with us here today. 

Will you do that for us, Jerry / 

Mr. Ruzey. First I would like to introduce Maj. Margaret Wharton, 
from the Office of Small Business, Munitions Board. 

Mr. Richard Lennihan, who is Director of Small Business with the 
Munitions Board. 

Mr. Leo McCormick, assistant to the Director of the Office of Price 
Stabilization in Washington. 

Mr. John S. Bartlett, Office of Small Business, National Production 
Authority. 

Mr. Walter J. O'Donnell, Director, Office of Small Business, Re- 
construction Finance Corporation. 

Mr. Olaf Tackle, assistant for procurement, Office of Procurement 
and Production of DPA. 

Now, in addition to these Washington representatives we have a 
number of the regional and district representatives here, and I have 
a rather scattered list here. 

Mr. J. H. East, who is regional director of the Bureau of Mines. 

Mr. Z. R. Zimmerley, Bureau of Mines. 

Mr. P. T. Allsman, Chief of Mining Division, Bureau of Mines. 

From the Reconstruction Finance Corporation we have Mr. Gerald 
Leaver, manager of the Sale Lake City office. 

Then we have Mr. Otto Klein, who is regional director of the Gen- 
eral Services Administration. 

Mr. Ray Thurtell, regional counsel, General Services Administra- 
tion. 

Mr. West Justeson, Salt Lake City, representative, General Serv- 
ices Administration. 

Then we have Mr. Dal Draper, regional district director for the 
Office of Price Stabilization. 

Mr. Allen Moore, who is deputy regional director of the Office of 
Price Stabilization, and Mr. Giles is chief counsel for the Office of 
Price Stabilization. 

Then from the National Production Authority we have Mr. A. M. 
Seiler, of the Salt Lake City office; Mr. K. B. Dves, district manager, 
and William Gnadt, small-business analyst of the National Produe- 
tion Authority. 

Now, I think I have overlooked one, and that is Mr. Pratt. who is 
district enforcement director of the Office of Price Stabilization. 

Are there any other Government people whom I have omitted / Ap- 
pe zh gg not. 

McKinnon. Thank you, Mr. Riley. 

Yr, men might think that we are kind of afraid of you and have 
brought our reinforcements with us in order to protect ourselves from 
any local people that might be a little indignant as to how things 
have gone in the last few months. However, that is not the idea. we 
have these people here so that we will have the answers for you in 
case you raise any problems in your testimony and in your questions, 
and we hope that you won't be afraid to come right out and call a 
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spade a spade. If you don’t think some agencies have treated you 
right and given you a fair deal, I hope you will say so, and I will 
assure you that there will be no reason for repercussions as a result 
of it. Every one of these fellows is anxious to serve small business, 
just as anxious as Mr. Dalmas, Mr. Riley, and I are. 

Now, I think before we start that we ought to define what we feel 
is small business. 

As you know, Congress has set up pretty much an interpretation 
of small business as being an employer who employs less than 500 
persons. Most of the fellows out West feel that that is a very elastic 
definition, and even large business employs less than 500. Another 
definition of small business is a business that cannot afford to send a 
lobby or a representative to Washington to get orders for him, and 
therefore we are kind of a etre the problem here as a matter, 
since small business is unable to be represented in Washington, that 
each small business will have Government brought right here to him 
in Salt Lake and wherever we hold hearings, so as to make available 
to the small-business owners and operators a chance to express their 
problems right here on the home scene, and after we finish the testi- 
mony from the various men, that are lined up to be heard this morn- 
ing, we hope that we will have a little chance to get in, before we 
adjourn this afternoon, to make various connections for transporta- 
tion, to get into —— and answers, so if any of you people were 
not scheduled to be heard who have certain questions you would like 
to have answered, if time permits we would like to have you write 
out your questions and we will try to answer those questions up until 
it is time for us to leave this afternoon. 

To start the hearing off I would like to have Mr. Riley read a state- 
ment from your own good Congresswoman, Judge Bosone, and after 
that we will start hearing the various representatives of small business 
in Utah. 

Mr. Rixey (reading) : 

To the friends of small business in Utah: During this session of Congress 
there have been matters which have been controversial to a greater or less 
degree and very few matters upon which there has been any degree of harmony 
or unanimity. 

But the one thing on which Congressmen and Senators of all political faiths 
do agree wholeheartedly and unreservedly is that small business is not getting 
its share of the defense business and that something should be done about it. 

Today a subcommittee of the House Committee on Small Business will sit in 
Salt Lake City and listen to your story and to your suggestions. Please under 
stand that the members of this subcommittee are interested in your troubles and 
will do everything possible to alleviate them. My friend, Representative Mike 
Mansfield, a fellow westerner from Montana, is chairman of the subcommittee 
and I know of no one who would be more understanding and more willing to 
help small business. 

Representative Wright Patman, of Texas, who is chairman of the full House 
Small Business Committee, has been an unflinching champion of small business 
on the floor of the House for a score of years. Wright is a Democrat from the 
ground up. At his right hand is Representative Charlie Halleck, of Indiana, 
one of the outstanding Republicans in Congress. Both of these men have devoted 
a considerable amount of their thought and energy to helping small business. 
When the political complexion of Congress changed a few years ago, Charlie 
Halleck took over the chairmanship of the committee and Wright Patman be 
came his able and worthy assistant. I recite these things to you so you may 
know that thinking men of both the big political parties are ready to do their 
best for the little-business man, and especially to help small business get more 
completely into the defense effort. 
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There exists a set of conditions which has not been favorable to the little 
manufacturer or the little dealer. Large companies know almost from minute 
to minute what is going on in Congress and when there are orders in the office, 
big business is right there to get its share. By the time the,little fellow knows 
about it, the order is filled. Then there is the plight of the procurement officer 
who is charged with getting the material to the defense agency at a given time. 
He feels he cannot afferd to take a chance on some of the little fellows because 
he does not know whether the little fellow can produce the goods or not. Then 
there is the problem of material, the problem of manpower and so on. 

It is the aim of Congress to set up the machinery whereby small business can 
overcome these natural handicaps and become an integral part of the war effort 
for the mutual benefit of the Nation and small business. 

I sincerely hope the Salt Lake City meeting is a success from every angle. 

That is Judge Bosone’s statement. 

Mr. McKinnon. Our first witness this morning will be a representa- 
tive of the Associated Equipment Distributors of Utah. If the spokes 
man will please come up and identfy himself for the record, we will 
appreciate it. 


STATEMENT OF R. L. ARNOLD, PRESIDENT, ARNOLD MACHINERY 
CO., AND NATIONAL PRESIDENT OF THE ASSOCIATED EQUIP- 
MENT DISTRIBUTORS OF UTAH 


Mr. Arnoip. We ure heavy-machinery distributors. 

Gentleman, I appreciate very much this opportunity of being able to 
make a statement to you. My statement is a little more general, per- 
haps, than you might like, but I feel that is a major problem of small 
business in this area, and most others. 

Since the major part of small business in the intermountain West is 
distribution and retailing rather than manufacturing, my statement 
will have nothing to do with procurement but will be entirely on the 
effect of the Defense Production Act on small business. A great clamor 
has apparently been made for financial assistance on the part of the 
Federal Government for small business, but in my opinion the only 
thing that is needed is a relaxation of the restrictive policies of Govern- 
ment which, while designed to apply to all business, are particularly 
burdensome to small business. This burden is especially heavy in 
regard to the Defense Production Act and its controls on wages, prices, 
and also the excess-profits tax. 

I must preface my statement with a profession of my belief in the 
American freedom of enterprise which allows small business to grow 
big. Big business is just as necessary to our economy as small busi 
ness ; however, small business is the backbone of the Nation, because it 
is close to the people and is the source from which we get our large 
enterprises. 

My argument today is that all Government programs that restrict 
and control the natural economic laws and the freedom of business 
are designed with the large business in mind and invariably work 
the greatest hardship on the small businesses. This statement is 
true of both the regular Government programs and the so-called 
emergency programs, but I am confining my remarks today to the 
emergency part of the program. 

First, in regard to the excess-profits tax, I think the $25,000 exemp- 
tion is much too low, particularly in 50-cent dollars. 
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In 1939 United States Census of Business shows the following 
facts about the size of American businesses. The percentages are 
approximate: 2 percent of the businesses (over 50 employees) em- 
ployed 55 percent of the workers; 82 percent of the businesses (under 
t employees) employed 64% percent of the workers; 16 percent of the 
businesses (4 to 50 employees) employed 3814 percent of the workers. 

This 16 percent of the businesses is the group that I am particu- 
larly going to talk about in regard to excess-profits tax, because the 
big companies will get by no matter what the tax situation is, and 
the 82 percent of the small businesses have such low overhead and 
generally such low capital requirements that they can also get by 
under the present $25,000 exemption. It is this middle group em- 
ploying 3814 percent of the ania that is particularly hard hit by 
the $25,000 minimum excess- profits tax exemption, and it is just 
this group that is really carrying on a big part of the business of 
our country and furnishing some of the most stable of its employ- 
ment. It is this group that is always short of funds and cannot raise 
capital on the market as the big companies can, and has to almost 
invariably look to its profits, not only to raise its capital but also to 
lay aside some for the inevitable years where losses are more pre- 
cominant than profits. It is this group that is constantly being 
“bsorbed by the big businesses, because they are unable to cope with 
the fiscal and management problems that they face. No small part 
of this fiscal problem results from the policy of taxation. 

The way to relieve this group from the burden of the excess profits 
tax is to make some kind of graduated exemption, basing it on the 
capital requirements of the business or some other equitable base. 
This is merely a makeshift answer, because the whole tax structure 
in our country needs complete overhauling so that it will not kill the 
incentive of Americans to produce. 

Wage control is particularly difficult for small business, because 
of the flexible quality of small enterprises. The whole system of 
wage control is designed for the big corporation that has a fixed 
wage structure with specific job descriptions and many employees in 
each job. The small business cannot operate on this kind of rigid 
schedule. For instance, the present wage law provides for the in- 
clusion of an annual improvement factor if it is written into a con- 
tract. What small business ever wrote such a thing into a contract? 

The Government’s own policy of hiring workers at a rate of pay 

ereater than that existing in the community, and including 26 days’ 
vacation and 15 days’ sick leave, takes people away from small busi- 
nesses—not the big ones. Again, this is because the big company has 

fixed wage scale and can raise its employees by moving them up 
into better-paying jobs, whereas this is not possible with the smal] 
company. 

As an example, I take the following case from our own company: 
The general manager in this company was overworked and needed 
some assistance. We decided to move one of our salesmen into the 
job of sales manager. We had not had a sales manager for 114 years. 
Therefore, the new sales manager was limited to 10 percent more 
than the sales managers was given a year and a half ago. Since that 
time, our salesmen have been put on a new basis, whereby they were 
on a salary and commission, and the salesman was forced to take a 
reduction in his total earnings in order to become sales manager. We, 
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of course, applied for relief, but the application had to go to Wash- 
ington, and we have not heard from it even though it was filed 2 
months ago. 

Outside of the general confusion of price control for everyone con- 
cerned, the machinery business has a particularly difficult situation. 
In both the retail sale of farm machinery and the retail sale of con- 
struction and industrial machinery, each sale is a separate individual 
transaction, and it is almost impossible to sell two identical pieces of 
equipment on exactly the same basis, because there is a difference in 
trade-in allowance and the opinion of the dealer as to the value of the 
trade: there is a difference in the service requirements; there is a dif- 
ference in the distance of delivery; and many other differences that 
control the sale. This is merely in accordance with the American 
ideals of free and unrestricted competition, which, as we all know, is 
the thing that keeps our prices as low as they are. 

Outside of our major objections to price control in our kind of busi- 
ness, small firms find it particularly difficult to file and post their 
prices. The big firms have highly eflicient and well-developed ac- 
counting departments that can add a few employees and do this kind 
of job, whereas in the small firm it falls on an already overworked 
executive. While the price rollback does not directly affect the dis- 
tributor and retailer, it will indirectly affect him by cutting down sub- 
stantially on his supply of merchandise from many manufacturers 
who have been exceptionally keen in obtaining materials to keep up 
their production. 

In conclusion, I would like to state that from my personal knowl- 
edge the defense agencies have been very slow to appoint advisory 
committees which include small business. This is particularly true 
of the retail and wholesale trade. After these committees have been 
appointed, their advice is not taken and the defense agencies ride 
roughshod over these small businesses. 

As an example, in the original order all hardware dealers were 
required to post their retail selling price item by item. To the small 
country hardware store this was almost an impossible task. The 
Hardware Dealers Association, through their advisory committee to 
OPS, worked long and hard and finally obtained an agreement to 
relieve this situation. When the order came out, it was designed 
specifically to relieve only the big chain stores in the hardware business 
and still ignored the small dealer. I believe this situation has since 
been corrected. 

I believe that price and wage controls should be dropped colM- 
pletely or extended at the most for 90 days at a time. I feel very 
much that if American ingenuity is not hamstrung too much by Gov- 
ernment controls, it will before long be in a position to supply a sub- 
stantial amount of civilian needs in addition to the war materials. 

If price and wage controls are considered necessary by the Con- 
gress of the United States, certainly relief and flexibility should be 
granted to small business so that it will not be weakened to the point 
where it cannot survive a future drop in business. This can be ac- 
complished by the elimination of price filing and by granting author 
ity on Wage matters to make decisions, within reasonable limits, at the 
local level. 

[ believe the excess-profits tax to be completely the wrong approach 
toeither the problem of controlling inflation and profits or the problem 
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of furnishing the necessary funds to the Government. It kills al! 
incentive and creates tremendous waste. 

We all recognize that inflation is the greatest danger to our country 
today, but it scems to me that we should have the courage to attack 
this evil at its roots instead of hacking at the branches which result 
from the growth of the tree. These roots are the money manage 
ment and spending policies of the Federal Government which in the 
last many years have robbed the people of their resources. I believ: 
that our defense program can be best implemented by allowing the 
rreatest possible freedom to American ingenuity rather than by copy 
ing the Russian system of regimentation. Give us sound Government 
fiscal policy, and the American market place will set fair prices for its 
products. 

Mr. McKinnon. I thank you, Mr. Arnold. I think you have touched 
on some very vital problems. I might say that we do not want to 
take any credit away from your Hardware Dealers Association, but 
our committee discovered the problem very early that affected the 
hardware dealers, and we got busy on it when we got back to Wash 
ington, and we kind of take a little credit on that, too. 

I would like now to call upon Leo McCormick, representing the OPS. 
one of Mr. DiSalle’s administrative assistants who has been very help 
ful and cooperative with us in trying to get restrictions and regula 
tions amended to fit in with the small-business man. 

Mr. McCormick, do you care to say anything about some of these 
points, so far as price restrictions go? 

Mr. McCormick. Yes, sir, Mr. Chairman. I would like to ask 
Mr. Arnold this question: There area few things that you pointed 
out, Mr. Arnold—namely, the Hardware Dealers Association has been 
taken care of—and I would like to ask you this question, and then | 
would like to come back and make a specific statement of my own. 

Other than these things that you have generally set out here, are 
there any other suggestions that you have that we could take back to 
Washington pertaining to price control, where we could make it more 
efficient ¢ 

Mr. Arnovp. I feel very definitely that our advisory committee 
should be consulted before price-control matters are set in their own 
particular industries. It will help you to avoid some of the pitfalls 

Our national association has asked for a committee on an advisor) 
committee to OPS for the last couple of months, but nothing has been 
done about it, and we are still operating under price orders. 

Mr. McKryxwnon. That is the equipment dealers not the hardware 
dealers ¢ 

Mr. Arnovp. This is a different association. I happen to be in bot! 
businesses, but I am president of the Associated Equipment Distribu 
tors. 

Mr. McKinnon. That covers what ? 

Mr. Arnotp. Heavy equipment, construction, and industrial ma 
chinery, but farm machinery is pretty similar in its problems and price 
control. 

Mr. McCormick. Well, I will certainly take that recommendation 
straight back, and I might point this out: That there has been placed 
in operation around about 650 individual industry committees, and 
it elie a lot of time. That has been done in about 4 months. If you 
people desire to sit there with our folks in Washington, and the di 
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rectors, and work out a tailored regulation, that is what we want done. 
Amendment 29 is the one that affects you; is it not ¢ 

Mr. Arnon. Yes, sir. 

Mr. McCormick. I might point out, too, that on the Industry Ad- 
hog | Committee, as regards representatives of small business, by 
law the director has to place a certain vercentage within the law of 
small-business firms on the committee. Now, up to this point we feel 
that that has been complied with. We even feel this way: That we 
would like to see not only the letter of the law followed but we would 
like to see more placed on a committee. Do you know of any glaring 
example of where an industry has been ignored ? 

Mr. Arnon. Well, I cannot state any right at the moment; no, 
except that I did have a report on this hardware deal from Washing- 
ton, from the representative of the Hardware Association; and the 
decision that was arrived at in that case, according to the bulletin that 
I received in conference, was not followed through when the order 
was issued, 

Now, I cannot argue at any length on it, because I can find the 
record. I can get you the record, and the man who conducted the 
negotiations. 

Mr. McCormick. There is nothing that comes to your mind where 
vou feel that a definite industry committee has been ignored at the 
small business, 

Mr. Arnotp. No; not from that standpoint. 

Mr. McCormick. On that hardware situation, I followed that very 
carefully myself, and there was a misunderstanding, Mr. Arnold, to 
start with on that. The hardware dealer did not have to comply as 
severely as the opinion got abroad that he had to. It was true that 
he had to file a price chart of certain categories, but it did not cover the 
categories of nails and bolts and general shelf hardware that he 
thought it did. There was a misunderstanding. When the order came 
out and changed that, the exemption of $100,000 in those certain cate- 
vories gave him the freedom to stay under C. P. R. 7 oy to go back to 
the general price-ceiling regulation. That, coupled wi h the primary 
exemption for small business of $20,000 on shelf hardware, pretty 
well covered, as you can understand, small-hardware dealers. 

The person that was left to really file the price charge was the ordi- 
nary distributor of appliances; in the main, furniture houses and 
things like that. 

Mr. Arnotp. Thank you. 

Mr. McKinnon. Now, Mr. Arnold, if you care to, if you will ad- 
dress a note to the OPS requesting that your Equipment Dealers As- 
sociation be represented on an advisory committee, please do so and 
send it care of Mr. McCormick. I think maybe we can get you effec- 
tive action in seeing that your industry is represented on the orders 
that are written governing your industry. 

Our committee certainly ‘thinks that the soundest order can be 
written when they recognize the actual basic problems that affect 
the small operator and the man actually in business. Sometimes we 
get too much theoretical stuff that does not encompass what the man 
s faced with. 

Let me ask you another question on this price-stabilization program. 
I have been in small business myself for many years, and, I realize, 
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usually isn’t it true that prices are pretty much set by the large major 
concerns, and that the small-business man is governed pretty largely 
by the prices set by the larger operators ¢ 

Mr. Arnon. That is true, but there is some variation in servic: 
charges in various things that are normal to a community. 

For instance, in this country maybe your delivery is a greate: 
distance away, and you are forced to make a longer delivery and con- 
sequently the normal practice may have been to add on additional 
charges. Generally it is pretty well set. But the difficulty is that 
the market always sets the value in heavy machinery and it 1s not 
always sold at the margin recommended by the manufacturer. 

Mr. McKrxnon. In other words, if we wanted to keep the price 
level on a given piece of farm equipment, and we governed the i 
operators on that who are able to conform to price-regulation practices 
much better than a little fellow, that small man would be pretty well 
bound to price his equipment at what he is selling it for at the figure 
that the big competitor sells it at. 

Mr. Arnowp. Yes. 

Mr. McKinnon. If in our price-regulation program we put the 
price ceilings on and applied them as against the large operator, anc 
simply told the little fellow that he would be expected to conform 
pretty largely to what the big fellow was forced to do, do you think 
that would keep prices pretty well in line‘ 

Mr. Arnoup. It seems to me it would. 

Mr. McKinnon, It would relieve the small-business man of a lot 
of paper work that is heavy for him to carry, would it not? 

Mr. Arnowp. Yes. 

Mr. McKinnon. In regard to this matter of excess-profits tax, our 
committee has nothing to do with tax legislation. We vote for it or 
against it, but tax legislation in Congress comes through a committee 
known as the Ways and Means Committee, and when the bill is brought 
out, after they do write it up, Congress either votes for it or votes 
against it. 

On this excess-profits tax, would you say if some exemption was 
made, based on small business, so long as the profits were being plowed 
back into the business and being used and not set on the shelf as idle 
funds, that that amount of money should be exempted? It is only 
the money that will stagnate in the bank or on the shelf that should 
be taxed ¢ 

Mr. Arnoip. That would eliminate excess profits so far as the 
small-business concern, because it is taking every dollar he gets to 
keep up with the inventory-cost situation, and the other cost of doing 
business. Yes; that would be very satisfactory if you would fix it 
that way. 

Mr. McKinnon. Well, I cannot guarantee you that anything will 
come of it, but that is one of my ideas, that small business is crippled 
if they cannot plow back profits. You either grow or get smaller 
and go out of business. You just don’t stand still. 

Thank you, sir. We appreciate your statement. 

Wait a minute, Mr. Arnold, I think Mr. Dalmas has a quéstion. I 
am sorry. 

Mr. Datmas. I wanted to ask you about this wage-contro! matter. 
You say you filed about 2 months ago with Washington. 
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Mr. Arnoip. Yes; I took it up with the local office. I did not 
handle the matter myself, but I checked the date of the letter yester- 
day. and it was 2 months ago almost, and we have not heard from it. 

We filed according to the instructions, I believe, that we received 
from the local office here. 

Mr. Daumas. Did the local office have anything to say as to why 
they cannot get action ¢ 

Mr. Arnoip. | don’t know whether they called the local office or 
not. We wrote a follow-up letter 10 days ago. 

Mr. Riney. Is that the Wage and Hour Division, Department of 
Labor / 

Mr. Arnowp. Yes. 

Mr. Datmas. Your recommendation is that those matters be han- 
dled at the local level. 

Mr. Arnoxp. Yes; set certain limits, perhaps, that they can use their 
discretion on, but to let them handle it at the local level. They can 
get the problem so much clearer. 

Mr. Daumas. I want to ask one question about this price roll-back 
that you mention here. You say it does not directly affect the dis- 
tributor and retailer. It is my understanding that in the machinery 
regulation the number of roll-backs under that regulation have been 
quite small. 

Mr. Arnowp. That is right. 

Mr. Damas. In proportion to the total, so that in machinery you, in 
effect, really don’t have any roll-back in prices, except where a con- 
cern has had to pay abnormally high prices for materials to construct 
a certain item. Then that might affect him if he is rolled back to the 
normal price line of that particular piece of equipment. 

Mr. Arnowp. I can explain very quickly what I meant there. We 
are not directly affected. For instance, we represent one manufac- 
turer who over the past 10 months has done exceptionally well; he has 
done an except Ysa good job of getting materials, but he has bought 
up warehouse stock from distributors, and he has subcontracted smal! 
assembly jobs at twice the normal cost, but he cannot figure those in 
on his cost increases on the roll-backs. He can only figure his own 
cost in, and that will create a shortage of equipment from that par- 
ticular manufacturer, because he spent a half million dollars out of 
his own profit to get that material during the last year. 

Now, he cannot add it on, and it certainly will affect him to a great 
extent. 

Mr. Damas. I would like for the record to show you that this com- 
mittee has consistently requested OPS to issue a steel price regulation 
from the mill clear on through to the last point of distribution, in 
order to wipe out some of these inequities that the gentleman just 
told us about. 

Mr. McKinnoy. I understand that the OPS has already got this 
order written and that will have the effect of stabilizing gray-market 
steel where the price has gone up abnormally high, and that would be 
in effect on July 2, except that through an act of Congress we post- 
poned any action for 30 days and prohibited roll-backs in the interim. 

If Congress extends this Defense Production Act and gives the OPS 
the power to effect some of these things, I think that particular prob- 
lem will pretty well be taken care of. It is already in the works; isn’t 
that true? 
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Mr. McCormick. Mr. Chairman, the steel order you refer to, it is 
definite that that will be effective in other basic materials and metals 
and chemicals, where a great deal of abnormal hysterical mark-up 
has crept in. The gray market, in many instances, as you all know, 
was frozen under the general price regulation, because these high 
prices were being charged. These orders that are being referred to 
now were for temporary delay, and would have effected a roll-back 
to the norma! historical channels of distribution, or normal mark-ups, 
which would greatly lick this problem you talk about. 

Mr. Arnoip. Would that allow, under the roll-back of the manu- 
facturer, for the manufacturer to use as his cost of steel, steel that 
he bought from warehouse stock at a substantially higher price than 
he normally bought steel? That is the problem that the manufac- 
turer is facing, and that is going to affect us. 

Mr. Daimas. That steel he would have in stock, that high-priced 
steel would only last a short time, but you would agree, I think, that 
roll-back is an unfortunate term because it is not really a roll-back, 
but is a wiping out of the gray market and the black market in steel 
and other commodities, so that you get back to what would be a cur- 
rent normal market price line on steel, chemicals, and many other 
commodities in which we have found black markets. You would 
agree with that sort of roll-back, would you not ? 

Mr. Arnowp. I imagine I would; yes, I think so. 

Mr. Datmas. Thank you, Mr. Chairman. 

Mr. McKinnon. Thank you. 

Mr. Gertz. May I interject for just a moment at this point / 

Mr. McKinnon. Identify yourself for the record. 

Mr. Gerrz. My name is William Gertz, and I am a very small- 
business man, but apparently there was a conclusion reached betwee 
you and Mr. Arnold that I would like to interject at this time my 
thought on the matter, because it may very vitally affect a lot of small 
businesses, particularly in the retail trade. 

Apparently there is a conclusion that if a large business would set 
a price that it would be fair, and just for the small business to conform 
to that price. 

Well, in the retail trade, I am sure that would be ruinous, because 
many retail businesses would not want the large chap to set the price 
policy. 

Mr. McKinnon. I did not mean to imply that, I am sure that Mr. 
Arnold did not mean to agree with me on that. I think we meant 
that if the large chains set a price of a dollar on a given item, that 
the smaller retail merchant would have to price that at $1.10, on 
account of the higher cost of doing business, but he would have to 
stay pretty close tothat dollar. He just could not raise the price to $2. 

Mr. Gertz. It might apply to machinery, but in food, and drinks, 
and drugs, such as that, it would not apply. 

Mr. McKinnon. Your level of prices, to a certain degree, do not 
equal, perhaps, what a chain store may sell for. You are influenced 
by their price. You have to conform to a degree. 

Mr. Gerrz. We surely are, but to go back into the loss leader sit- 
uation, many small businesses are gcing to go out of business. 

Mr. McKinnon. My point is that if you applied your price stabil- 
ization program to the larger retail chains, that automatically the 
small-business man, while he cannot sell for the same price, will be 
held in restraint so that he cannot charge an abnormally high price 
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in competition, because competition sets that limit for him. Do you 
see what I am trying to say? 

Mr. Gertz. Yes. I very plainly see, but you see, in the consumer 
retail business, it is not a matter of raising prices, you see. The prob- 
lem is that you must get a price that is enough to give a fair profit to 
the small operator, as well as the large operator, and get away from 
the loss-leader system of selling. 

Mr. McKrynon. Well, now, of course, the loss-leader system of 
selling is something beyond the control of this price stabilization 
program. 

Mr. Gertz. It must be recognized, though, it must be recognized 
in the over-all policy. 

Mr. Ritey. Well, the price stabilization program does not repudi- 
ate the loss-leader type of selling. That is still prohibited under the 
antitrust laws, and I am certain it will continue to be, and if such a 
plan as these two gentlemen have been talking about were to be 
adopted or put into ) effect, I am sure that the ( Clayton Act and the 
Federal Trade Commission Act would continue to be in existence. 

Mr. Gerrz. The Supreme Court just recently kicked out in a large 
degree the fair trade agreement which took care of that loss-leader 
type of selling, you see. In the over-all program, the price stabiliza- 
tion must not throw away the benefits of fair trade in its consideration. 
In other words, you cannot let the chain stores set the price policy for 
all the local industries. 

Mr. Rirey. I disagree with you on a point there. Whenever a 
loss-leader selling is utilized as a means of unfair competition, it is 
still in violation of the law, aside from what your interpretation is 
of the Supreme Court's decision. 

Mr. Gertz. I am not a lawyer, so I cannot answer that. 

Mr. McKinnon. All you know is that you are selling things darned 
low on certain items. 

Mr. Gertz. That is right. 

Mr. McCormick. Mr. Gertz, I think you recognize with the reg- 
ulations in existence now affecting the retail trade, that the OPS has 
preserved the normal historical pattern, namely, regulations 14, 15, 
and 16, applying to food stores, for instance. 

The small food store that offers additional service, meaning credit 
and delivery service, and so forth, is categoried into a special historical 

category, which allows him to charge his normal rightly higher price. 
So far as we are concerned, I think our present regulations preserve 
that historical differential. We do not, in OPS, have any reason nor 
any desire to change the historical business, isn’t that true, Mr. Gertz ¢ 

Mr. Gertz. Yes, I think so. 

Mr. McKixwnon. Thank you, Mr. Gertz. 

Our next witness will be a representative of the Smith-Faus 
Drug Co. 


STATEMENT OF CHARLES D. SMITH, PRESIDENT, SMITH-FAUS 
DRUG CO., SALT LAKE CITY, UTAH 


Mr. McKinnon. Will you give us your name, your business, and 
your address, please. 

Mr. Sura. My name is Charles D. Smith, and I am president of 
the Smith-Faus Wholesale Drug Co., here in Salt Lake City. I have 
11 copies of this to distribute. 
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Mr. McKinnon. Just sit right down and go right to it. 

Mr. Surrn. Mr. Chairman, | appreciate very much this opportunity 
of appearing before this committee this morning, and I shall read a 
very short paper, if I may # 

Mr. McKinnon. Go right ahead. 

Mr. Srrn. For over 25 years I have served as the president of the 
Smith-Faus Drug Co. of Salt Lake City, U tah, a service wholesale 
drug coneern serving the drug needs of approximately 700 retail out- 
lets in Utah, Idaho, eastern Oregon and Nevada, western Wyoming, 
and also a few stores located in southern Montana. The Smith-Faus 
Drug Co. is and has been an independently owned concern since 1893 
and is dependent for its livelihood upon the support and prosperity 
of small businesses. 

In 1938 the Miller-Tydings bill strengthened and coordinated the 
Utah, Idaho, Nevada, Oregon, Montana, and Colorado fair trade laws. 
As a result of this legislation, reductions in the retail prices of many 
nationally advertised preparations were established throughout this 
large intermountain area, which price reductions proved very bene- 
ficial for the consuming public. This law gave manufacturers the 
opportunity of voluntarily protecting the trade-marks of their prod- 
ucts on which they have spent millions of dollars. From 1938 until 
the outbreak of the Korean War in June 1950, surveys indicate that 
over-all drug prices rose less than 5 percent, whereas in the same 
period of time the cost of living increased more than 80 percent. The 
principal reason for this small increase in drug industry prices is the 
fundamental soundness of fair trade laws, as proven during these 
many years. 

Comparison of all retail prices prove that drug prices in States hav- 
ing fair trade laws—and all but four of them have—are generally 
lower than those in the few States that do not have such laws. 

On May 21, 1951, the Supreme Court rendered a decision which 
dealt a very serious blow to the Miller-Tydings Act. Since that date 
some large concerns such as Macy's have used their huge advertising 
budgets to cause chaos in the retail field by advertising fair-traded 
merchandise at cut prices and by such methods lure customers into 
their stores. In many instances such retailers have greatly restricted 
the quantities of these items which have thus served as loss-leaders. 
It should be remembered that fair-trade merchandise accounts for 
less than 5 percent of Macy’s total volume; it, however, enables them 
to bring into their store customers who are exposed to the remaining 
95 percent of the total volume items, many of which carry a larger 
margin of profit. We believe these practices, as employed by such 
firms as Macy’s, to be unfair, misleading, and un-American. 

Since May 21 it has been interesting to note that the following prom- 
inent department-store officials have, among others, publicly deplored 
such methods as being misleading and unfair: Fred Lazarus. presi- 
dent of Federated Department Stores: B. H. Nann, of Nann’s Depart 
ment Store: Lewis Broido, of Gimbel’s Stores: J. E. Davidson, of 
Bloomingdale’s Store. 

Due to the great pressure placed upon newspapers by such large 
advertisers the press of this country, unfortunately, has not pre- 
sented a true picture of the benefits to the consuming ipaiiie as brought 
about by fair-trade legislation. Counsel for the National Associa- 
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tion of Retail Druggists, National Wholesale Druggists’ Association, 
and other such interested parties are studying the problem as pre- 
sented by the Supreme Court decision and it is to be hoped that a 
sound legal program will be forthcoming, whereby corrective legisla- 
tion can be presented to the next Congress. The consuming public, 
as well as thousands of small-business men throughout the United 
States, have benefited greatly as a result of the Miller-Tydings Act, 
and it is inconceivable that there will be discarded the principle be 
hind fair trade, which has been beneficial to so many for a great 
number of years. 

Before closing, I would like to comment upon another subject about 
which I feel very strongly. Those of us in privately owned busi 
nesses are glad to cooperate with the Government by paying our pro 
portionate part of the tax burden to help defray the cost of our Fed- 
eral Government, but we greatly resent the fact that many, who are 
in direct competition, are able to evade their share of the tax load 
because of special privileges under existing laws that exempt so-called 
cooperatives. Before raising taxes further, we had hoped that Con 
gress would exhaust all means of raising funds by including in the 
tax structure those cooperatives who are not now fully bearing their 
tax responsibilities as citizens of this country. 

Mr. Burgess of the United States Treasury recently estimated that 
there was a loss to the Government of $1,158,000,000 from that source 
alone, by including in the tax structure those cooperatives not now 
fully bearing their tax responsibilities as citizens of this country. 

Mr. McKrwnon. Thank you, Mr. Smith. I can understand your 
concern about these loopholes in the tax laws, because I share a lot of 
your indignation, too, and you people in Utah have Walter Granger, 
and if I were you I would take my case to him, but I guess you have 
already done so. 

Mr. Smitru. I have, and he has been very cooperative. 

Mr. McKinnon. The way our Government works is this, that the 
Congressmen are anxious to do what their people want them to do, 
and the best way to get Congress working for you is to have the vari- 
ous associations throughout the country keep hammering away on the 
Ways and Means Committee to show the injustices and inequities that 
present any loopholes. 

Now, on this matter of fair-trade legislation, I am pretty sure that 
Congress is most sympathetic to that basic idea. After all, it was 
State legislation and the National Congressmen who enacted the laws 
provided a foundation for the fair-trade practices. 

The Supreme Court came along and caused a lot of confusion and 
doubt as to how you could enforce it. 

Mr. Dalmas has passed me a memorandum pointing out the point 
that several national associations have asked for a review on this 
decision. 

Mr. Smirn. I did not know that. Just recently / 

Mr. Datmas. Yes. ; 

Mr. McKinnon. And further additional cases have been brought, 
that will be brought up, and I am sure in the months ahead that we 
will get some clarification, both on the Supreme Court decision and 
legislation that might correct the decision that the Supreme Court 
rendered, if it doesn't change its way. We want to thank you. 
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Mr. Dalmas, do you have any further comments? 

Mr. Datmas. No. 

Mr. McKinnon. We are glad to have your viewpoints. I want to 
thank you for your cooperative attitude. 

Our next witness will be Mr. Pembroke of the school and office 
equipment dealers. 


STATEMENT OF ADRIAN PEMBROKE, PRESIDENT, PEMBROKE 
STATIONERY CO., ALSO REPRESENTING UTAH STATIONERS 
ASSOCIATION, ALSO ACTING OFFICER OF NATIONAL STATIONERS 
ORGANIZATION 


Mr. McKinnon. Mr. Pembroke, will you sit down and identify your- 
self for the record and proceed with your statement. 

Mr. Pemsroxe. I am Adrian Pembroke, president of the Pembroke 
Stationers, and I represent the Utah Stationers Association, and 
am also acting officer of the National Stationers Organization. 

Now, our recommendations are quite simple, and as a result we seek 
to give it to you in a way which we think will save the majority of 
your time. 

I have given it to you in outline form, and it probably is pertinent 
to the stationery and office equipment and business machine field, but 
it so happens that the Treasury Service Administration seek to bu) 
a good deal of the merchandise carried by our group. 

We would like to suggest that where there are established purchas 
ing departments, such as there are in the defense units in this area 
that those be permitted to purchase locally, both open market pur- 
chases, and to -onform to contract arrangements Bt formal con 
tracts are in effect with our suppliers, and where we serve as their 
authorized dealers and agents. 

Now, we don’t want to suggest that additional purchasing depart- 
ments be opened up, or agencies be established here, but we have had 
experience now twice. In World War II, our people were called upon 
to serve the defense units in this area. During the early months of 
this emergency we were again called upon, and I feel that our group 
has performed pretty effectively. 

Since things have started to quiet down again, purchasing now in 
this area is reverting to the older channels. In other words, the 
are sending requisitions to the offices located away from here. I think 
most of our requisitions go to Denver. If it is not in surplus we 
would like to suggest to keep our group strong and healthy, and able 
to serve in case of an emergency, and ask that those purchase requests 
be returned to this area to establish a purchasing department. 

Mr. McKinnon. Let me ask you right there, if that were done, 
that would not involve any additional item of cost to the Government, 
would it? 

Mr. Pemeroxe. You mean in Salt Lake? They would be selling 
for the same price they are buying out of Denver. 

Quite recently, there has been a requirement for quite a large 
amount of our equipment initiated at Hill Field. The Salt Lake 
dealers were very competitive. The Salt Lake dealers were, in many 
instances, to put in attractive quotations, and to have furnished the 
material required on that large bid. 
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We did it in World War II. I cannot speak with any real accuracy, 
but I got the impression that the Treasury procurement practicaliy 
disappeared during World War II especially out here in this area, 
where we are so far aw ay from Washington. 

The same thing happened in the early months of the Korean emer- 
gency, when things were hard to get, they called on us again. 

So now that things are loosening up a little bit, they are reverting 
to the old buying practices, and we suggest that maybe we could 
be given an opportunity to get some of that business. 

Mr. McKinnon. You are kind of tired of being used as a spare 
tire ¢ 

Mr. Pemproxe. It is like the young fellow taking out two girls. 
He takes one out to the second-run movies in the middle of the week, 
and when the party at the country club is on he takes the other girl. 
We feel that we are the girl being taken to the neighborhood movies, 
and we would like to suggest that maybe we don’t know what is going 
to happen. They may need us again. 

Mr. McKinnon. In other words, you feel that you are every bit 
as attractive as that week-end girl; due’ t yous ¢ 

Mr. Pemproxe. That is right. 1 don’t want to give you the im- 
pression that we would not want to find out first if the material is 
in storage. We suggest that that should be checked first. But if 
it is not, if the Treasury Department has to go into the open market 
to buy it in Denver, Los Angeles, San Francisco, or any place else, 
we suggest that it be returned here, because we believe you have very 
capable purchasing departments in this area and we believe there will 
be a savings to the Government, because it would be much easier for 
them to get the material here. As I pomted out there, we have 12 
stocking dealers within 50 miles of most large defense units, and we 
have a wide diversification of inventory available. We have people 
to handle it, and it is right at the back door of the local defense 
units. 

Mr. McKinnon. You can provide it a lot quicker, you can provide 
a lot quicker service, can’t you ¢ 

Mr. Pemeroxe. We have proven that. 

Mr. McKinnon. Go ahead. Is that all? 

Mr. Pempsroxe. That is about it. 

Mr. McKinnon. Now, we have with us today a couple of repre- 
sentatives from the large procurement agencies of the Government. 
The General Services Administration does an awful lot of buying, 
and we have our military-procurement people here with us today, 
and I wonder whether Mr. Lennihan or Major Wharton would like 
to comment, first of all, on such a suggestion this gentleman makes. 

Major Wuarron. Mr. Congressman, I would like to ask this ques- 
tion: These purchases, which you spoke of, Mr. Pembroke, were those 
for the military field as well as the civilian agencies in this area ? 

Mr. Pemproxe. They were almost totally for the defense units. We 
have had no success. 

Major Wuarron. Were they under advertised or negotiated bids? 

Mr. Pemeroxe. They have been both. 

Major Wuarton. I would like particularly, if you have a listing of 
any of the negotiations, if you happen to know of thee that were 
negotiated outside of this area by local defense units, I would like to 
have those, if you could supply them to me, Mr. Pembroke. 
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Mr. Pemsroxe. We probably can do that. I can give you one 
example currently. There was a requirement for some additional 
office furniture at the naval supply depot in Clearfield. The mer- 
chandise was in stock in Salt Lake City. Our group was led to be- 
lieve that it was needed. The order, or the requisition, had to clear 
through Denver, and apparently the material was purchased on the 
open market or negotiated in Denver. Now, we don’t have the full 
facts on that. 

Major Wuarron. Where was that supply depot located ¢ 

Mr. Pemproxe. The naval supply depot at Clearfield, Utah. 

Mr. Daumas. What is this Denver office you speak of ¢ 

Mr. Pemsroxe. The Treasury Service. 

Mr. Dautmas. General Services Administration ¢ 

Mr. Pemsroxe. We think so. 

The CHarrMan. Are there any further questions ‘ 

Major Wuarton. That is all. 

Mr. McKinnon. Mr. Klein, we would like to have some of your 
comments on this matter. 

Mr. Kuri. Well, we weleome competition. We are constantly 
seeking from all business the fact that they be placed upon our mailing 
list. We buy everything by bid. We have a large warehouse in 
which we are stocking a considerable amount of common use items 
which are required in the Denver area, or in my territory of the four 
States. We supply to Federal agencies, and at different times the 
armed services have come to us, and we have been able to supply them 
from our stock. 

We would welcome any businessman in Salt Lake City who wants to 
sell to the Government, and we ask that they get in touch with our 
agency, or with me direct, and we will see that they are placed upon 
our mailing list, because we buy everything by bid. Very rarely do 
we negotiate, only in extreme emergencies, and that is generally done 
wherever that has to be. Does that answer your question / 

Mr. McKinnon. Now, Mr. Pembroke. as I understand your state- 
ment, you are already on those lists, are you not / 

Mr. Pemproxe. Oh, yes. We tried for a while, but eventually, 
human nature is the same every place. If we are calling on the pur 
chasing departments in this area, we feel that we can give them better 
service. We know them and we know their problems. We can follow 
up and expedite for them much better. 

It has been our experience that they, like the purchasing agents in 
every other area, would like to do business with the people at the local 
level. It is closer, and it is faster. We are just at the end of a tele- 
phone, instead of at the end of a wire, or a long distance call or a 
letter. 

I don’t blame the people in Denver for preferring to do business 
with people whom they know. 

Mr. McKrxnon. Mr. Klein, do you buy locally here in Salt Lake, 
or does it all go to Denver ¢ 

Mr. Kiern. We buy in such quantities, for instance, if it is a matter 
of desks, would you be in a position to figure on a thousand desks 
against a manufacturer’s cost?’ By us buymg through bids, the Gov- 
ernment gets the benefit of the lowered price, and that is what we have 
to buy. 
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Mr. Pemproxke. A recent bid for 500 desks at Hill Field showed that 
Salt Lake dealers were very competitive. 

Mr. Kier. If you have got the low dollar, you get the bid. We 
have to get the low dollar. 

Mr. McKinnon. Do you buy much on a negotiated basis ? 

Mr. Kern. Very little. 

Mr. McKinnon. It is all on an open bid basis? 

Mr. Kur. It is on an open bid basis. 

Mr. McKinnon. And it is your responsibility to take the lowest 
bidder ? 

Mr. Kier. That is right. There might be some circumstances, I 
don’t see every bid, but the greatest portion of our business is on a 
bid basis, a low bid basis. 

Mr. McKinnon. If the Salt Lake dealer's bid is a low bid for the 
region, you would buy quicker than you would in Denver at a higher 
price, would you not ¢ 

Mr. Kirin. Oh, yes. We buy at the lowest bid, wherever it is. 

Mr. Pemproxe. Well, we suggest that it is barely possible the Gov- 
ernment could not afford to carry very large inventories of our ma- 
terials. and go through all of the process of billing and warehousing 
inventory losses, and so on. It is pretty hard to compare us with the 
Government method of purchasing and warehousing, because there are 
not costs available. So we feel if there were a fair comparison, it is 
barely possible that they could not afford to do a great deal of ware- 
housing of some material—not all, but some. 

Mr. McKinnon. How do you feel that this committee could be of 
help to your members here in Salt Lake ¢ 

Mr. Pemproxe. Well, I think during the emergency they are calling 
on us every day, I mean our members are being called on every day for 
emergency materials, materials which have to be picked fast. 

Local competition keeps the prices pretty well in hand. We would 
like to suggest that if it is not in the warehouse in Denver, that the 
requisitions be returned to competitive bidding here, and we believe 
that we will give them faster service, and that our prices, if they will 
take into consideration the warehousing costs, will be very, very at 
tractive to the Government. 

Mr. McKinnon. Mr. Klein, does that fit in with your program 
pretty well ¢ 

Vir. Kiem. Yes. We would go along with the local businessmen 
at any time, unless in connection with where we had to make an 
emergency purchase, we would prefer to make it on the ground. 

Mr. McKinnon. Your members are receiving requests to bid that 
the General Services Administration puts out ? 

Mr. Pemproke. There may be some receiving them from Denver. 

Mr. McKrynon. You have a mailing list, don’t you? 

Mr. Kuen. We have a large mailing list. If there is someone not 
receiving bids, if they will let me know I will see that they are placed 
upon the bid list. 

Mr. McKinnon. You might take care of this man and make sure 
that his people get a chance on it. 

Mr. Pemproke. We tried for a while—I am not speaking for all 
the members—but we have tried these bids quite a ways away, and 
we find they are pretty difficult to handle. But we will furnish your 
office with a list of all the members of our association. 
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Mr. McKinnon. Mr. Dalmas, do you have anything to say? 

Mr. Davmas. Mr. Pembroke, are you in competition with your 
own manufacturers? Quite often that is true, that the manufacturers 
are in competition with their jobbers for Government business. 

Mr. Pemproke. Yes. That is another thing. 

Mr. Davmas. You have no arrangements with your manufacturers 
that would protect you in bidding to the Government ? 

Mr. Pemsroxe. A great many of our items are pretty well con- 
trolled. In other words, for instance, every one of us will be the 
authorized dealer of many manufacturers who have contracts—Treas- 
ury Procurement contracts. 

Mr. Datmas. Term contracts ? 

Mr. Pemproke. We can sell and better handle here those purchases 
than the representatives of those manufacturers in Washington. 

Mr. Datmas. Well, wouldn’t it seem logical for you to start on that 
avenue, to some extent? You are out here in a great area where there 
is a lot of material sold to the Government, and it seems to me that 
the manufacturers would have an equal interest in keeping you fel- 
lows in a healthy business state by, to the extent possible, dealing 
through you with the Government. Your commission or your profit 
would be very much smaller, but at least it seems to me that they 
ought to take care of you to some extent. I know they do it in the 
equipment business. I don’t know whether they do it in office ma- 
chines, and so forth, or not. Apparently, from what you say, they 
do not. 

Mr. Pemproke. We have come a long way since the last war. The 
dealer did such a fine decentralized job in the last war that many of 
the more substantial manufacturers are using us as outlets. Every 
household furniture company in the United States has started to make 
desks. Well, they need to sell desks. The regular manufacturers, 
the manufacturers who will be here when this is all over to stand 
back of that merchandise, are dealing through dealers. 

Mr. Damas. There is a tendency of the manufacturers, though, 
when they have a good dealer, who takes an untried item and goes 
out and fills up a market for them, to try to come in and get that 
market direct; isn’t that right? 

Mr. Pemsroke. Well, it has not happened too much in our business. 

I am sorry, I have taken a lot of your time. 

Mr. McKinnon. Thank you very much. We are glad to have your 
view point. 

Mr. Reporter, will you see that Mr. Pembroke’s statement is made 
a part of the record. 

(Mr. Pembroke’s statement is as follows:) 

To the United States Congressional Committee on Small Businesses: 


We suggest for the benefit of both the Government and several small but 
important businesses that the procurement of materials and equipment needed in 
this area be done here where there are established purchasing departments. 

That this applies to both open-market purchasing and also purchasing of items 
under contract, where authorized dealers or agents of contracting manufacturers 
are available. 

1. There are many important defense units in this area—both Government and 
industry—(a) They all need stand-by suppliers such as our members. 

2. Our industry is essential to these Government units. 

(a) Action—All action is started and transmitted with our matreials 
and equipment. 
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(b) We are to business and Government as the grocer is to the individual. 
(c) They need us in emergencies. We have proven ourselves capable 
of supplying their needs. World War II and the early months of this emer- 
gency are examples. 
(d) We should participate under more normal conditions as well as in 
time of trouble. 
Better service at comparable prices. 
(a) There are 12 stocking dealers within 50 miles of most large defense 
units. 
(b) Substantial inventories at their beck and call. 
(c) Trained personnel are available to interpret and handle their require- 
ments. 
(d) Prices are controlled by active competition. 
(e) TPS prices are established by Government and contracting manu- 
facturers. 
4. Savings to Government. 
(a) By shorteutting Denver and coast offices and warehouses it saves time 
and money. 
Because 
1. There are better and more diversified inventories stocked by dealers 
than by Government warehouses. 
2. Eliminates one handling of merchandise and paper work. 
3. Deliveries are speedier. 
4. Eliminates warehousing costs and office costs in Denver and other 
Government offices 
5. Any needed adjustments or services can be handled on the spot. 
Utah Stationers Association: Allsteel Office Supply Co., Deseret Book 
Co., Genecal Offi e Supply, Kelly C. .. Mid-West Office Supply Co., 
Pembroke Co., Salt Lake Desk Exchange, Utah-Idaho School 
Supply, Utah Office Supply, ZCMI Office Outfitters, Steve's Office 
Supply, Weber Office Supply Co., Standard Office Supply. 
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Mr. McKinnon. Our next witness will be from the Stoaco Inter- 
mountain, Inc. Is their representative here? Apparently he is not. 

Then we will go on to the next witness, Mr. Legrand F. Smith, of 
Spanish Fork. 


STATEMENT OF LEGRAND F. SMITH, AUTOMOBILE DEALER, 
SPANISH FORK, UTAH 


Mr. McKinnon. Will you identify yourself for the record, please ¢ 

Mr. Smirnu. Legrand F. Smith, of Spanish Fork. I am an auto- 
mobile dealer. 

Mr. Chairman and gentlemen of the committee, I have a small paper 
here that I would like to read. 

Mr. McKinnon. Go ahead. 

Mr. Smiru. I am a member of the Utah Automobile Dealers Asso- 
ciation which comprises 260 of the 275 franchised dealers in Utah, and 
I am here as spokesman for this group. 

As you are aware, Utah is a State made up chiefly of small towns. 
Consequently, the vast majority of our members are small dealers in 
a literal sense. A large percentage of the automobile dealers in Utah 
sell fewer than 50 units per year. When doing business on such a 
small volume, you will agree it is most important that the full estab 
lished mark-up on merchandise sold is absolutely necessary to dealers’ 
future existence. 

The General Price Ceiling Order, which was imposed on us effective 
March 2, 1951, in many respects is very unrealistic. We were in- 
formed that this order was of a temporary nature and that it would 
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be replaced by a permanent, more practical order following the ap- 
pointment of an Industry Advisory Committee. After several months 
this committee was finally appointed and several weeks ago met in 
Washington, D. C., with OPS oflicials where they gave their time and 
talent in an effort to assist in clarifying the General Price Ceiling 
Order as it pertains to the automobile industry. We have not as yet 
been advised when and if a new price ceiling order will be issued. ‘The 
original order is extremely vague. For ex xample, no truck dealer has 
yet been apprized of an interpretation that he could apply to pricing 
used trucks. The original order prohibits dealers from charging 
actual and necessary transportation charges. It prohibits dealers 
from including adequate preparation, service, and conditioning 
charges. The original order is so vague it Is receiving many con- 
flicting interpretations and applicat ions | by OPS executives throughout 
the country. 

A subsequent order issued by the Office of Price Stabilization has 
also reduced the historic discount arrangement to automobile dealers. 
Gentlemen, 1am sure you are all aware that our expenses have greatly 
increased. It is not possible for us to pay commissions to our em- 
ployees, pay the sizable taxes to our National, State, and local gov- 
ermments, and pay other burdensome expenses unless we are permitted 
to continue to operate on the profit system as has been historically 
established in our industry. ; 

It is our opinion that the Office of Price Stabilization was set up 
to curb inflation and to hold the line on prices. We are at a loss 
to explain their action in permitting manufacturers to increase prices 
and putting the squeeze on automobile retailers to pass on only the 
actual dollars-and-cents amount of the increase. It seems to us that 
they overstepped their bounds when they took it on themselves to 
reduce dealers’ margins at a time when in reality we, like everyone 
else, are badly in need of a raise. We are, however . not asking for 
a raise for we realize that We must contribute our share toward curb- 
ing inflation. We ask only that various governmental bureaus charged 
with the responsibility of administering controls permit us to con- 
tinue on the basis that has been established as necessary over a period 
of years. 

And now I should like to speak in behalf of the automobile owner, 
not the dealer. We have no doubt but that we will be able to sell 
all of the units limited production will make available to us during 
the balance of this year. We do, however, wish to appeal in behalf 
of the common people of America. 

Utah is peculiar in that such a large percentage of its citizens are 
required to commute long distances to their places of employment. 
The mines, smelters, and the vast majority of defense-plant instal- 
lations are located long distances from residential areas. The em 
ployees who work by the hour or have limited salaries are in dire 
need of relaxation of regulation W = credit controls if they are to 
be permitted to drive safe and reliable automobiles. The average 
worker simply connot afford $100 or more per month as required 
by the present terms of Regulation W. Automobiles are higher now 
than they were during World War IT when regulation W limited 
payments to 18 months. Now, as you know, the limit is only 15 
months. 
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With contemplated further increases in the price of automobiles 
because of reduced production, plus other increases such as in trans- 
portation, et cetera, it undoubtedly will become even more difficult 
for common people to buy the transportation which they need. 1 
am sure you gentlemen are not of the opinion that automobiles should 
be available only for the rich. Yet, credit controls as imposed by 
regulation W are virtually bringing this about, The wage earner, 
the defense worker, all workers, are forced to give up all hope of 
purchasing a new car or a late-model used car while his more for 
tunate neighbors have purehased new vehicles and traded in auto- 
mobiles which are often less than a year old. 

Regulation W was instituted to curb inflation. It has not accom- 
plished this objective as inflation has continued, and besides, gen- 
tlemen, less than 2 cents out of every dollar for installment sales 


credit can be considered a result of automobile purchases. Such a 
small percentage of the total disposable income would have an in- 
consequential effect on inflation. We specifically ask this subeom 
mittee to lend its assistance in amending the Defense Production 
Act to provide 

1. That the down payment required in the purchase of a new or 
used automobile shall not exceed 3314 percent of the cash purchase 
price. 

2. That the number of months allowable for the payment of the 
balance shall not be less than 18 months. The House Bank hg and 
Currency Committee recent} y went on record reco mending that 
pavment of balances should be extende:| to a maximum of 2l months. 

Mr. Datmas. May I interrupt you there for a moment ? 

Mr. Suirn. Yes. 

Mr. Dataas. Our chairman today, Mr. McKinnon, introduced an 
amendment tothe Defense Production Act in the House Banking and 
Currenev Committee, of which he is a member. which I believe very 
substantially gives the automobile dealers of the country what they 
have been asking for. namely, on new ears, the maximum down pay- 
ment. as included in Mr. MeKinnon’s amendment, will be 3314 percent, 
with a minimum of 18 months in which to pay. On used ears, the 
maximum is a 25-percent down payment, with 18 months in which to 
pay for the car. 

On appliances, that is, electrical appliances, radios, television, and 
so on, the down payment Is 15 percent, with 21 months for deferred 
payments. 

On furniture, the down payment is 10 percent, with 24 months in 
which to pay. 

On household repairs, a 10-percent down payment, with 36 months 
to pay. 

Now Mr. McKinnon and other members of the House Small Busi- 
ness Committee have received a good deal of testimony along the very 
line that you are presenting and, when the Federal Reserve Board 
would not relax their regulations, Mr. MeKinnon determined to do it 
by amending the Defense Production Act, and he had the support 
of the entire committee on that. T believe. 

In addition, there is one other thing in the amendment which I 
think is very important, and that is that in making these arrange- 

ents for deferred payments that the freight differentials on an auto- 
mobile must be taken into account. 
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In other words, you buy automobiles f. 0. b., Detroit, which is a very 
different story from f. 0. b., Salt Lake, where you probably have 
$300 freight. 

So that was a very important addition to what the automobile 
dealers throughout the country have been asking for. 

Did you take into consideration that freight ‘differential 2 

Mr. McKinnon. What we are trying to do with our particular 
amendment, in addition to regular terms, is to say to the purchaser in 
Salt Lake, or the dealer, wherever it may be, that his monthly pay- 
ments are going to be the same as a purchaser’s would be in Detroit. 
so that he will have. maybe, 21 months or 24 months to pay off, in- 
stead of being crucified and penalized by having to pay 320 or $35 
more a month, just because he has the pleasure of living in Salt Lake 
or Los Angeles, and we are trying not to penalize him because of where 
he lives. If it carries in the House, and J think it will, it will equalize 
your situation here. 

Mr. Smirn. We are very grateful to you for that step forward. 

Mr. Daumas. I might add that the McKinnon amendment was 
adopted unanimously by the House Banking and Currency Com- 
mittee, and there is a very strong likelihood that it will be accepted 
by the Senate. 

Mr. Smrru. Thank you. 

We earnestly believe this request is justified because the present 
terms of regulation W are more drastic than those imposed during 
World War II when this Nation was engaged in total war. 

The automobile dealers of Utah would also like to speak in be- 
half of the motoring public, their opposition to any increase what- 
soever in the excise tax on automobiles, trucks, parts, tires, et cetera. 
At the time the excise tax was imposed on automobiles—1917—they 
quite likely were considered luxuries, being only slightly removed 
from the horse-and-buggy days. Today, however, conditions exre 
entirely different. Decentralization has taken place. Thousands of 
families have moved their living quarters from the farms to towns. 
City workers dwell in suburban areas. Seventy-five percent of all 
the freight that moves in the United States is hauled by motortruck, 
according to a recent estimate by the Automobile Manufacturing 
Association based on reports by Government agencies. 

I am confident that you will agree that the motor vehicle is an in 
herent part of our American way of life and that you do not want 
to deprive any of your constituents because of excessive taxation 
the right to own and drive a motor vehicle. Motor vehicles rate as 
probably the most essential of all manufactured equipment. There 
are many items less essential on which there is no excise tax. We 
vigorously recommend that new sources of revenue be found in 
preference to increasing the excise taxes on motor vehicles and their 
piven nt. 

Gentlemen, we appreciate the conscientious gesture on your part in 
meeting with us small-business men from various sections of the 
country. We have confidence in the American form of government 
so long as you Congressmen retain control and feel certain that as 
our Representatives you will see to it that right and justice prevail 
for small business and our citizenry as a whole. 

Thank you. 

Mr. McKinnon. Thank you, Mr. Smith. 
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I just want to go on record here as expressing the appreciation 
that our committee has for the automobile dealers associations 
throughout the country. At every hearing we have held thus far we 
have had at least one automobile dealer come before us and express 
a Viewpoint very similar to yours, and I think it has had some very 
effective action in getting some of the maladjustments straightened 
out. 

You refer on page 2 of your statement to the bureau responsible 
for administering controls on price regulations and, of course, we 
have with us today Mr. McCormick. Leo, I wonder if you could 
inform Mr. Smith as to what your agency is doing toward realizing 
that historic differential, and what your agency is doing toward 
allowing the dealer to pass along the 3- perc ent cost that the manu- 
facturer has passed to the dealer in the past 3 months. 

Mr. McCormick. Mr. Smith, your statement is very thorough, 
and I must compliment you on it. 

There have been statements from you folks all over the country. 
Back in Washington, Mr. Smith, in the first few weeks, we were 
just being set up and starting, wndthere has been a misunderstanding 
on the part of the national representatives of your dealers’ associa- 
tions and our own people, in the method of transmitting interpreta- 
tions to them. 

It so happened at the time we had a temporary employee that was 
a contact point, and quite frankly the clear-cut interpretations that 
you are referring to here did not get into the field through that 
source. 

We have worked very diligently on it, because we understand how 
important you folks are, and that these cars are for people throughout 
the country. 

Several weeks ago your Mr. Moore and the attorney for the national 
association called me after conferences had been arranged, and ex- 
pressed great satisfaction now that we had cleared this interpretation 
matter up. I feel that the local office here is in a position to clear 
these points up, that you make here, completely and satisfactorily, as 
well as those brought forth by your national association. 

Now, I think that is pretty well clearly covered. That has to do on 
services that I am talking about. 

As to prices on trucks, and the charge for transportation, and so 
forth, the big and important point, I know, to your folks, is this 
matter of the increased price. Your association has hammered out 
a very clear-cut case with our people in Washington, and with the 
Director, on this, and they have had several sessions. 

I understand in Portland, where this came from—TI have not any 
authorized statement—that there has been a decision in this matter, 
and if later on this morning you care to stay, I would like to see if 
we can pursue that and see if it has been pursued to its conclusion. 
If so, we would like to get it ready for you right away. 

Mr. McKinnon. Thank you. 

Mr. Smirn. Do you know of any, Mr. Fried? 

Mr. Friev. Well, I—— 

Mr. McKrwnon. Will you identify yourself for the record, please. 

Mr. Frrev. I am Charles Fried, and I am an automobile dealer in 
Salt Lake City. I happen to be chairman of our national public 
affairs committee, and my associate, who presented our case before 
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your committee in Washington, and I did before the Senate Banking 
and Currency Committee, are deeply grateful to you for the assistance 
you are giving us. 

We are worrying now as to what will happen to our amendments 
when you debate your 57 or 60 amendments Monday, as I understand 
it, on the floor of the House. 

We feel that our excise tax is going to be in trouble. We feel very 
grateful to you on regulatjon W for your assistance. I think the 
only hope we have seen in the matter of discount so far is the way they 
handled the advance in price on Chrysler V-8s. That is a hopeful 
sign. 

I would like to say that in the Senate we had an amendment pro- 
hibiting OPS from changing historic discounts or mark-ups. It did 
not get through. It was introduced on the floor of the Senate by 
Senator Dirksen, and I think it is going to be introduced, or has 
been introduced in the last day or so, in the House. What will happen 
to it we don’t know. 

Our great worry on this discount pass-through is not the amount 
involved, it is a small amount of money, but since about 1917 we 
automobile dealers have had a running battle, so to speak, with the 
automobile manufacturers on our discounts. 

We operate on an average discount, gross—that is what we operate 
on—of 24 percent; in the State of Utah it is 9 percent because of 
additional handling in the way of freight charges. So when we start 
tampering with historic discounts, already the lowest for any com 
modity, we are in trouble. We are not so fearful of what might hap- 
pen now, but we are fearful of what will happen when the emer- 
gency is over, in the way of tampering with our discounts. 

I might say that we are very hopeful that the OPS will soon call 
back your advisory committee, so that we can get that long-awaited 
definite pricing order, because we have been told by your Mr. 
Phelps—I was told that in Washington by Mr. DiSalle and others— 
that very definitely we are operating under a temporary order. 

Matters such as freight handling and service charges, I am sure 
your own OPS representatives would agree with me on that, that none 
of us are certain where we stand in that respect. 

Mr. McKinnon. Mr. Fried and Mr. Smith, let me point out that 
price controls were invoked, a general price freeze was invoked on 
January 26. Since that time I think the Senate and the House and 
various committees have had Mr. DiSalle and Mr. Johnson, and the 
other officials, down at their desks writing out and getting things 
worked on, and we have had them before the committee so much that 
they have not had time to do anything else. I do not see how they can 
get their jobs done. 

Now, if we get a bill out signed by the President, and that is out 
of the way, and we know what we will have in the future, I think 
Mr. DiSalle and his assistants will begin to have a little spare time 
in order to go to work and do some constructive work, instead of the 
nwful tough battle that they have been having, when you consider 
this country and the great four corners we have, and all the various 
different kinds of economy we have, clear out through this country, 
you have to go around the country in order to appreciate it, and I 
know you fellows have. It is just a wealth of paper work that you 
have to do in order to get the thing working equitably. 
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I know Mr. DiSalle, and T have been impressed by his choice of 
Mr. McCormick. I am sure that they will try to be very fair and 
try to maintain these historic mark-ups where they are legitimate. 
We don’t want a lot of illegitimate things coming in. 

Mr. Frtep. We have never requested any. 

Mr. McKinnon. We are primarily trying to protect the consumer, 
and everybody in America is a consumer. I believe this will work 
out and straighten out. 

Mr. Frrep. I would like to say this on behalf of the automobile 
dealers: I noticed in this morning’s paper that one of the defense 
agencies is gong to restore the spare tire at the manufacturing level, 
and in this article this morning it said all that happened before was 
that the dealer sold the spare tire to the customer at a higher price, 
leaving the thought, I think, in the consumer’s mind, that we were 
profiteering. 

Actually, what happens, the manufacturer, for standard equip- 
ment purposes, buys tires very, very low, and we, as an automobile 
dealer, in my line, we get about $12 in total deducted from the spare 
tire. That was the manufacturer's tire. When we bought the same 
tire it cost us about $24. So it raised the price to the consumer, 
certainly, but we were not profiteering on it and I think that that has 
been the general thought in the minds of the consumers all over the 
country, and one that we should not be blamed for. 

Mr. McKinnon. Congress has been very unsympathetic with that 
matter. We don’t see any rubber shortage at all. We thought that 
it was a poor amendment. 

Mr. Friep. We have tires running out of our ears. I was a mem- 
ber of the committee that presented to the Federal Reserve Board 
in Washington ‘also a duplicate of your amendment on freight 
charges. We had representatives from your State of California 
there, so we did not even get to first base there, and we are deeply 
appreciative of your help here. 

Mr. McKinnon. Thank you. Congress still represents the people, 
you know that. 

Now, Mr. Smith, we will be glad to have you discuss this matter 
later with Mr. McCormick, and maybe some things can be ironed out. 

Mr. Surry. Thank you. 

Mr. McKinnon. Our next witness will be someone representing 
the retail petroleum dealers. 

Do you have a spokesman here? 

Mr. Orson. Yes, sir. 


STATEMENT OF NEAL OLSON, EXECUTIVE SECRETARY, UTAH 
ASSOCIATION OF PETROLEUM RETAIL DEALERS 


Mr. McKinnon. Will you identify yourself for the record, please ! 

Mr. Orson. Mr. Chairman and members of the committee my 
name is Neal Olson. I am executive secretary for the Utah Associa- 
tion of Petroleum Retailers, Inc. We represent the majority of the 
service station operators from the retailer's point of view. 

The major thing we are concerned with in our industry at this 
time is what we consider the unfairness of OPS to our industry. 

We discussed this thing here mostly as our national president put 
it here sometime ago, and the order is such that our industry, as a 
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whole, is still drowning, but we are drowning a little closer to the 
surface than we were. 

The price freeze that put in this 4-cent margin that was establish- 
ed, is a margin in our State where we are not a densely populated 
area, and it is a margin that it is impossible for any service station 
in Utah to operate under and stay in business. 

In the original Defense Production Act, the retail part of the 
petroleum industry was assured of representation on any committee 
that was set up to determine and set a price ceiling on gasoline. This 
was not done, and the only people represented on this committee, 
where the ceiling was set, were employees of the major oil companies 
themselves. The retail industry was not represented by any member. 

Mr. McKinnon. Do you have a national retailers’ association ¢ 

Mr. Oxtson. We have a National Congress of Petroleum Retailers. 

Mr. McKinnon. Yes. 

Mr. Ovson. And they were asked for a list of names of operators 
who could represent the industry. This list of names was filed with 
them and was cleared through the Justice Department, and they were 
never actually appointed. 

Mr. McKunnon. In your type of business, your independent retail 
petroleum dealers represent a very large portion of the total outlet 
of gasoline sales, do they not ? 

Mr. Ouson. That is right. 

Mr. McKinnon. And you have a right to be represented ¢ 

Mr. Ouson. That is right. That is our complaint, that when this 
4-cent price freeze went into effect, we had representatives go back 
to Washington, and they met with Mr. DiSalle and Mr. Judd, and 
some members of the Justice Department, and it was discussed and 
agreed that a new committee would be set up representing them. Up 
to this time it has not been accomplished. 

Well, what the actual sstuatzon is Nation-wide, the average margin 
on gasoline is approximately 514 cents per gallon. I am speaking of 
regular gasoline now, because oe different grades of gasoline will 
vary a little bit, but on regular gas it is 54% cents. In Mic ‘higan and 
some other States it is fair-traded at approximately 514 cents per 
gallon, yet they come out with a price freeze of 4 cents, which is a 
prohibitive margin for a sensible operation. 

Now, there are several reasons for that; the main one being that in 
the petroleum industry there are two types of businesses. There is a 
station owned by a major oil company, nationally advertised and 
national in scope, which company is also a refiner. 

Then in every area there are what we call independent operators, 
who are not refiners, but who buy on the open market. They are not 
identified with major oil companies, and they have such names as 
“Joe’s Service Station,” or something else. 

Now, if the margin is kept depressed on a national basis, there are 
thousands of these small independent operators who will go broke 
annually. It is not a margin that they can continue to operate under. 
Eventually they are forced out of business. 

As a rule, their property is taken over by a major oil company at a 
fraction of its actual worth. They are the only ones who are in a 
position to pic ‘k up such properties and operate them. 

That seems to be the reason for the major oil companies desiring a 
margin to be set at a depressed condition, which is actually below 
their own operating costs. 
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Mr. McKinnon. They don’t operate on a 4- or 444-percent margin, 
but they are able to absorb the loss because they get an outlet? 

Mr. Orson. Yes; because they are refiners. Actually, the 4-percent 
margin, the person who takes the loss is the little operator, who is 
oprating it. He is the fellow who gets hurt, because there is not suffi- 
cient operating margin there. 

May I say that we took this up locally with the OPS office, and I 
know they did everything they could to help us, they cooperated on 
the thing, but evidently their hands have been tied, and there is no- 
thing we can do. 

Our industry in the State is right now in a very tough condition. 
At the time that the OPS was instigated, we were just emerging from 
a price war, and most of our stations were up and we were then, and 
are still, operating on approximately a 5-cent margin. 

However, when you have a group of stations operating under that 
margin, and one operator was not up in that particular area, the 
gasoline business is competitive enough so that it is hard for the people 
around him to stay in business at an increased price above his price. 

So eventually they were forced to drop back, and they were all push- 
ed back to this price freeze, this 4-cent margin, in order to hold the 
volume, because without volume they cannot make a living regardless 
of what the profit is per gallon. 

Along with this price freeze, our overhead is still going up. Now, 
even though your ceiling prices were set in many stations at the time 
this thing went in, we had operators getting a subsidy from their local 
company to meet a local situation, under the guise that these were 
temporary price advantages, nearly all subsidies have been removed, 
which has actually increased that operator’s cost, yet he has not been 
uble to move up in any way to compensate for it. 

Also in many stations the rents have gone up since our prices were 
frozen. Rents have been increased on an average of $50 a month. 
Our average station pumps about 10,000 gallons of gasoline, and that 
amounts to a half cent per gallon increase in actual cost. So that is 
hurting them again. 

The labor that he hires, where he could at the first of the year get 
help at around a dollar an hour, we find men are quitting stations every 
day now to take up a pick and shovel job where po can make a dollar 
and a half an hour, so the labor picture is desperate in service stations 
now. 

We talked with Mr. Judd sometime ago, and he indicated a pos- 
sibility of a 72-hour workweek for service stations. If that were 
actually the case, it would help our situation. 

Mr. McKinnon. Who is Mr. Judd. 

Mr. Orson. Mr. Judd works under Mr. DiSalle as head of the 
Petroleum Department in OPS. 

The thing of it is right now, that most of our station operators are 
being forced to stay open much longer hours than is profitable for 
them to stay open. They have to stay open 18 hours a day, when their 
profitable operation is about 12 hours a day, so all these things have 
combined to make a situation that is practically unbearable for this 
type of operation. 

I mentioned in my letter to you here that Senate bill No. 719, now 
before the United States Senate, which we were very strongly opposed 
to because of the fact that it would allow price discrimination by dif- 
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ferent oil companies, on the basis that they were meeting competition 
in any local area. We feel that it was definitely proven that it is 
intended to destroy competition in any local area, and if it passes we 
see the possibility of many more price wars than we have ever had be- 
fore, sal in any price war it is the operator who gets hurt, not the 
oil companies. 

Mr. McKinnon. Do you remember the author of that bill ? 

Mr. Orson. I am sorry, I don’t. 

Mr. Daumas. That is the McCarran bill, which would make the 
assertion of good faith an absolute defense, where price diserimina- 
tion cases are concerned, and would have the effect of practically 
ruining the benefici: - effects of the Robinson-Patman Act. 

Mr. Obson. Yes, sl 

Mr. Damas. The dentine bill in the House is H. R. 2820. 

Mr. Orson. Yes. 

Mr. Daumas. It is intended to put into the law, to some extent, the 
Standard Oil of Indiana decision. 

Mr. McKinnon. I see. 

Mr. Daumas. Which the Court was very much divided on and 
which, I believe, is in the process of—not the decision, but I mean that 
steps are being taken by some people for rehearing, and the Federal 
Trade Commission is bringing similar cases that might clarify the law. 

Mr. Otson. There is just one other point that we would like to 
bring out, and that is one thing that is also hurting the operators is the 
fact that when an operator buys gasoline, the moment it is dumped 
into his tank he must pay State and Federal taxes immediately. He 
has approximately a 2-percent shrinkage. According to national 
surveys, it will run around 2 percent, and that gasoline will evaporate 
and be spilled, and he will never get to resell it. So he not only loses 
the product, but he also loses the tax he has paid that he never gets to 
collect: back. 

In doing some figuring here, I found on an average station that 
pumps 10,000 § gallons of gasoline, on that 10,000 gallons of gas he pays 
as Federal tax and a $10 State tax at the same time. 

On varying sizes of stations, we found even on small stations in 
this over-all tax, that he would pay at least $150 a year that he will 
never get to collect. 

In many of our stations that amounts to as much as $1,000 a year in 
those two taxes that he never collects back, that he pays. 

I understand that there is some agitation in Washington now to 
make some allowance for him on his Federal tax that he has paid 
down. If that is correct, I think it would be helpful. 

Mr. Daumas. I do not know about that. 

Mr. Orson. We have just heard something of it. That is pretty 
much our story. 

Br. McKinnon. Do you have any questions ? 

Mr. Dautmas. No questions, Mr. Chairman, except I don’t believe 
Mr. McCormick was here when you mentioned the fact that the 
independent retail gasoline dealers advisory committee had not been 
appointed. 

One other thing: Did you intend that that statement be filed for the 
record, that you have written out there? 

Mr. Ouson. Yes. I issued copies here. I believe you all have 
copies of it, don’t you? 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 2565 


Mr. McKinnon. That statement will be put in. 
(The prepared statement of Mr. Olson is as follows :) 


Uvan ASSOCIATION OF PETROLEUM RETAILERS, INC., 
Salt Lake City 1, Utah, July 5, 1951. 
Representative Mike MANSFIELD, 
Chairman, House Small Business Subcommittee, 
230 Federal Building, Salt Lake City, Utah. 

Dear Mr. MANSFIELD AND SuBCOMMITTEE MemMpers: Among the topics listed 
for discussion at the meeting to be held in Salt Lake City July 7, the one bother- 
ing the retail petroleum industry the most is price control. 


CPR 13 

We have brought to the attention of the local OPS officers the unfairness of the 
present price-control orders as far as our industry is concerned, and although they 
have cooperated in every way possible have been able to do nothing for us. 

In the first place, in the Defense Production Act of 1950, section 701 (B) (2), 
wherein price control was deemed necessary for our industry, we were guar- 
anteed representation on any committee set up to determine fair margins for the 
industry. In actual practice, we were not consulted and a margin price freeze 
Was put into effect that is below the actual operating cost of practically any 
stution in the United States 

Except where “price wars” are in existence, the average margin on gasoline 
in the United States is approximately 54 cents per gallon. In some States they 
have a fair-trade law requiring the operator to sell the gasoline at a margin not 
below 542 cents per gallon, yet the OPS comes out with a price-freeze order of 
4 cents per gallon. You must realize that 90 percent of our sales are gasoline, 
und that when we are forced to lose money on this item it is very difficult to 
mike enough profit on the other 10 percent of our sales to make up for our loss 
us well as show an over-all profit. However, this we must do if we are to sell 
gasoline on a 4-cent margin. 

The committee appointed to meet with the national directors of OPS for the 
purpose of determining a fair gasoline margin was composed entirely of men 
directly connected with the major oil companies. They have many reasons for 
desiring a narrow margin on the sale of their product; most important is that 
they bankrupt thousands of small “independent” operators who cannot continue 
indefinitely on a depressed margin and are eventually forced to sell their busi- 
ness at a fraction of its actual worth. One of the major oil companies then 
acquires a valuable piece of property with a business already established at a 
fraction of what it would cost to replace it. This is a long-range, vicious pro- 
gram now being carried on all across the country, and the facts as are here pre- 
sente | may be proven in our own Justice Department in Washington, D. C. 


Nenate bill 719 

or this reason the retail petroleum industry is definitely opposed to Senate 
bill 719, now before the United States Senate, wherein an oil company may lower 
their price to any individual operator in any given area to meet competition as 
long as it is done in good faith. This bill would certainly permit widespread 
gasoline price wars wherein the ones who get hurt are the operators themselves. 


Price wars 

In our own State, at the time prices were frozen, most of the stations were 
operating on a 5- and 54% cent margin. However, we were just emerging from 
a price war and many of our stations were still at or below the 4 cent figure. 
As you are no doubt aware, the gasoline business was extremely competitve and 
for that reason, when an operator was unable to advance his prices to the estab- 
lished level in his area, his immediate competitors were eventually forced to 
drop back to his price in order to hold their business. The next thing that 
happens is that their competitors drop to meet them, and so the thing goes 
until you have all of the stations in an area, town, and sometimes a State, drop 
down to a starvation margin, vet nothing can be done because a few are frozen 
at that level. 


Overhead still going up 

Although all retail prices have been frozen since last January, our overhead 
has continued to climb. Many of the operators in the State of Utah were re- 
ceiving subsidies back from their suppliers in amounts varying from one-half to 
2 cents per gallon. Since our prices have been frozen, nearly all of these subsidies 
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have been removed on the basis that they were a temporary thing, although they 
had been there as an actual part of the operators buying price for over a year 
in most cases. 

Many of the operators have had their rents raised in the past few months to 
an amount usually equal to about one-half cent per gallon of his sales. Although 
wages are frozen, an operator cannot hire a man for what he could 6 months ago. 
Now many operators have to keep up their own station equipment, where it was 
done by their supplier until recently. Most of the operators are forced by their 
stippliers to stay open longer hours than is*profitable. This requires the hiring 
of additional help and an over-all increase in overhéad that he is unable to bear 
but his supplier feels that he must do this to meet competition and keep his 
gallonage up. A national 72-hour workweek for service stations would do much 
to relieve this situation and would do much to increase his chances of making a 
living. 

Nhrinkage 

One other unfair overhead he is forced to carry at the present time is shrink- 
age on gasGline upon which he has paid both State and Federal taxes, yet never 
gets to sell or collect this tax. When an operator buys 10,000 gallons of gasoline 
at the present time in Utah, he must pay upon delivery, $500 State taxes and $150 
Federal taxes. He has at least a 2 percent shrinkage from evaporation, spillage, 
ete., upon which he not only loses the product but must also lose $3 Federal and 
$10 State taxes which he has paid and cannot collect. In the average station in 
Utah these two lost taxes amount to over $150 per year, and in many of the 
larger stations, it will amount to as much as $1,000 per year. 

These things combine to create a situation where, if OPS continues to attempt 
to freeze our industry to a 4 cent margin, we face the possibility of an entire 
industry collapse, in this State as well as any other where the operators as a 
whole aré actually held to that margin. 

Very sincerely yours, 
UTAH ASSOCIATION OF PETROLEUM RETAILERS, INC., 
NEAL R. Ovson, Evecutive Secretary. 


Mr. McKinnon. Mr. McCormick, this gentleman has testified to the 
effect that when the advisory committee was set up for the petroleum 
retail dealers, that it was comprised only for the large oil companies, 
or from the large oil companies, and that none of the independents 
were represented on that adivsory committee, and there is quite a di- 
vision of interest between the independent retail dealer and the large 
company service stations, and that there is a historic differential in 
the price markup, not that they do business cheaper, but they are will- 
ing to take a loss in order to get profit on the refining business from 
the retail end, and he points out that they do have a national congress 
representing the retail dealers, the independents, and that they should 
be consulted and invited in and made part of an advisory committee. 
Is that correct ? 

Mr. Orson. That is correct. 

Mr. McKinnon. Of course, the great problem is, under the price 
stabilization program, if that differential of 4 cents is incorporated 
and maintained, that it will crowd out a lot of retail industries who 
cannot meet that markup, or independent retailers who cannot meet 
that markup, and once they are crowded out, the location is then taken 
up by a major, and instead of benefiting the consumer and small-busi- 
ness man in competition, in the long run we are crowding him out of 
business and losing the competitive system that we want to maintain. 

Mr. Orson. We have several right on the fringe of bankruptcy, who 
are holding on hoping for some relief. They are hoping day by day 
that they will get some relief, where you can straighten them out. 

Mr. McKinnon. I think that is right up your alley, Mr. McCormick. 

Mr. McCormick. I definitely feel that it should be considered. We 
will go into that by telegram today, so that it can be brought to the 
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attention of Mr. DiSalle and Mr. Judd on Monday. That will be 
done. 

Now, on the matter of this differential in price, and so forth, do you 
have that incorporated in a statement that I could air mail back to 
Mr. Judd? 

Mr. Orson. Yes; I do. That is in the statement I left with Mr. 
Backman. 

Mr. McCormick. In the event we should not be able to find it, would 
you mind providing me with one today ¢ 

Mr. Orson. Yes, sir. 

Mr. McCormick. How long has it been since you talked to Mr. 
Judd? 

Mr. Otson. Approximately 30 days. He was out to California and 
studied the situation out there, and he stopped off on his way back to 
Washington. 

Mr. McCormick. And what is your name? 

Mr. Ouson. Neal Olson. 

Mr. McCormick. I feel that the information you have brought 
before this committee is very important to us, and I will assure you 
that it will be brought to the attention of Mr. DiSalle and Mr. Judd 
on Monday morning. 

Mr. Orson. Thank you. 

Mr. McKinnon. Now, we have several other witnesses that we 
would like to get in this morning, so we will shorten up our noon 
hour and run on for x couple of witnesses in order to catch wp. 

The next witness we will take will be the one who represents the 
Utah Council of Retailers—George Nelson. 


STATEMENT OF GEORGE L. NELSON, ATTORNEY, UTAH COUNSEL 
OF RETAILERS 


Mr. McKinnon. Will you please sit down and identify yourself 
for the reeord. 

Mr. Netson. My name is George L. Nelson, and I am an attorney 
of Salt Lake City, and I represent the Utah Council of Retailers. 

Mr. Chairman and members of the committee. 

The Utah Council of Retailers in whose behalf this statement is 
presented includes within its membership virtually all of the retail 
trade associations and retail orgamizations in the State of Utah. These 
retail organizations in turn represent the vast majority of the many 
thousands of retail stores in the State of Utah. 

We feel we represent, through our trade association members, the 
vast majority of retail dealers in the State of Utah. 

At the outset we should like to congratulate the Office of Price 
Stabilization on the caliber of the men who have been appointed 
to administer their Salt Lake City office. Mr. Delbert M. Draper, 
Utah district director of the Office of Price Stabilization, and Mr. 
Ward McCarty, district price executive of the Office of Price Stabili- 
zation, and other officials of the local office have administered the 
uffairs of their office with efficiency and dispatch and have also ex- 
hibited toward the public an attitude of fairness and gracious un- 
derstanding which have been most refreshing and encouraging to 
the harried businessman in the midst of his problems of attempting 
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to live within the requirements of the complicated maze of OPS 
regulations and interpretations. 

We realize, of course, that any attempt to regulate prices at the 
retail level will of necessity be complicated and technical. We also 
emphasize that if such controls are necessary the existing system, 
in principle, which recognizes the historic markup of the retailer, is 
the most equitable and proper method of accomplishing the desired 
results. However, we respectfully submit that the volume of material 
already issued by OPS in the-form of regulations, collations, and in- 
terpretations is so voluminous, and the wording and phraseology are 
so technical and involved that it is impossible from a practical stand- 
point for the small-business man, already overburdened with regula- 
tion, supervision, and legal inhibitions, to comprehend their mean- 
ing and to clearly determine what course he should follow. 

Mr. McKinnon. Particularly rf he is a small operator 

Mr. Nexson. If he is a small operator, it is almost impossible for 
him to go through all this maze of regulations and interpretations, 
with the idea of getting to the retailer in some simplified, comprehen- 
sible form what he is supposed to do. Now, I believe it is approached 
with that thought in mind by someone, without an interest in estab- 
lishing a reputation for technicality or anything of the kind, that we 
will get somewhere. 

Mr. McKrxnon. Now you, as an attorney, realize that these orders 
have to be drawn up very legally in order to eliminate the chiseler and 
the guy who is looking for a loophole in every possible way. 

Mr. Netson. That is right. 

Mr. McKinnon. Your thought is that if they draw up this legal 
and technical ruling to prohibit the chiseler and loophole-finder from 
violating the intent of the order, that it would be helpful if we had a 
good English approach that he could read and know what the inten- 
tion is, and then if he wants to find some legal way to break it out, 
his attorney can take care of that situation ¢ 

Mr. Netson. That is correct; that is right. 

Mr. McKinnon. I guess that recommendation would be pretty well 
considered by the OPS because, knowing Mr. DiSalle I feel he wants 
to make this approach a common-sense approach, and certainly I have 
been reading over these orders, because this is sort of my specialty in 
this work, if it was simply boiled down as to what the intention of the 
order is, it would be a great help to enforcing the order and helping 
the small-business man comply. 

Mr. Necson. I am certain that is true, because he has to live within 
it and he must know what it means, and I can think of no better way 
to do it than to try to simplify the language of the summary or what- 
ever may come out of the procedure. 

We further recommend that an appointment be made to some quali- 
fied group or committee whose sole responsibility it shall be to deter- 
mine and recommend a course of procedure which will so modify the 
OPS regulations as to make them understandable and comprehensible 
to the layman. 

We further recommend that Congress keep its ear close.to the 
ground with respect to economic developments with the purpose in 
mind of decontrolling, from time to time, all items of merchandise 
whenever the real need for control upon them may disappear, and 
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of rescinding price control entirely just as soon as the conditions which 
seemed to require control have vanished. In this connection it may be 
that even now price controls could be withdrawn on many, if not all, 
of the items not included within the cost-of-living category. 

1 am sure that there will be growing pains as time goes on and 
the need for controls is lessened. There will be a growing r demand for 
the removal of them entirely because control of prices, as we all 
recognize, is only a palliative; it is not a cure for the disease. It is 
like taking aspirin for a headache, the headache is there and the pain 
is not felt. It should be treated at its roots, and that brings me to 
the second phase of my brief presentation here, and that is the ques- 
tion of the inflation threat. It is not a threat any more, but it is a 
reality, and the need for a sound fiscal policy is evident on the part 
of the Government. 

We have detected on the part of our retail dealers a growing feel- 
ing, a growing consciousness of the vastness of Government. 

Now, it is impossible for the ordinary small-business man to even 
attempt to comprehend the vastness of Government or the details. 
They are conscious of the fact that the Government is much bigger, 
much more expensive and much more extravagant than it needs to be , 
in order to carry on its work, particularly with reference to nonwar 
occupations or projects. 

He is becoming increasingly conscious of the fact that the Govern- 
ment has not balanced the budget for many years. 

Mr. McKinnon. We have got a surplus this fiscal year, you know. 
That is not generally understood, but the Government in the 1951 
fiscal year ended up with, I think, about a $7 billion surplus, but the 
newspapers, critical of the Government, never take the trouble to point 
that out. They always point out that you are acting in the red. This 
year we have ended up with a healthy surplus. 

Mr. Newson. I think the average businessman, although he does not 
know about the details of the Government, must recall that the income 

at an all-time high, and we cannot seem to live within our income, 
and that is a problem that appeals to the average businessman and he 
senses the need for correcting that condition, the need for reducing 
governmental expenditures materially, and so on. 

Il am not going to go into detail on that. That is a problem too 
great for the small-business man to solve. We sympathize with Con- 
gress in its attempt to do so, but we say that the consciousness of people 
is such that we feel all businessmen we deal with are getting more and 
more conscious of that one factor all the time. 

The third item that I should like to mention is the fair-trade laws. 

We believe that the retailer in Utah, if we sense his attitude, is 
generally convinced that such laws as the Miller-Tydings Act, that 
exists in 45 States, of which Utah is one, have been productive of good 
results, and they have done much to eliminate and get away from the 
vicious type of competition and has protected the public against 
destructive trade practices and the net result, we believe, has been that 
the consuming public has received a fair return for their expended 
dollar. 

Now, the recent Supreme Court decision has had some effect on the 
fair-trade laws of the States. We realize that the category is within 
the State’s province, nevertheless it might be well to give thought to 
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the strengthening of the Miller-Tydings Act, to go along with the new 
decision. We would like to leave that thought with you. 

Mr. McCormick. I have one brief statement. 

Mr. Nelson, I would like to ask that the first part of your pertinent 
remarks about being a burden on the small retailed be given considera- 
tion. I will also go back, and in answering this I will answer Mr. 
Arnold, who was our first witness today, the implement dealer. In 
the OPS we have two points where we check these regulations before 
they are approved, to see how they will affect the dealer, with this in 
mind: We do not want him to have to carry records other than normal 
records. That we are stressing. 

Back of us, back of the OPS, is the Bureau of the Budget repre 
sentatives. They are giving us a very, very strenuous going over. 

My observation from working with these two ore - points last 
month is that they are working, and these regulations that are coming 
out are simplified, involving records that are normally kept, as cer- 
tainly no more records than are kept for the ordinary income-tax pur- 
poses. 

Now, in clarification of the language, I think we have improved a 
great deal on that score. Our Legal Division is alert as to this situa- 
tion, and the regulations coming out in the last 6 or 8 weeks show that 
they have simple and direct langauge and there are very clear-cut 
interpretations. 

Mr. Nevson. Thank you. Iam glad to hear that. 

Mr. Lenninan. May I help the gentleman with some of my ex 
perience, without trying to tell you what to do/ 

In the last war I was in Ohio, and we had an Ohio council, which 
is similar to yours. We realize the difficulty of putting any situation 
in writing simple enough for everybody to understand. So we set up 
a separate department in the Ohio council, in direct contact with 
Washington, and in direct contact with small towns in Ohio. We 
rewrote into what simple language we could this material, and then 
had two very clever girl reporters go around and cover town after 
town to see what the reaction was, and what the questions were, and 
try to orally explain them. 

It took us 3 months to organize, but it did simplify our problem, 
and it helped the small retailer. 

The larger retailers were buying these various services, and the 
little fellow could not afford it. We went to the big fellow, and made 
him take the cost of that for the benefit of the little fellow, and it 
worked out. 

I don’t want to tell you how to run your business. 

Mr. Newson. I might say that the individual trade associations that 
ire members of our council, I think, have done a good job of inter- 
preting the OPS regulations as they come out. They have sent sum- 
marries out. 

Mr. Lenninan. We sent into Washington one man who came back 
and forth with retail associations throughout the United States. 
Every week they had direct oral conferences with Washington, and 
they could interpret them. I don’t know whether my suggestions will 
help. ot) ws 
Mr. Nerson. We will do everything we can. The association 1s 
anxious to make it as simple as we can. 
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Mr. McKrnnon. I believe Mr. Tackle has a statement he would 
like to make here. 

Mr. Tackie. On your statement here about decontrolling, from time 
to time as rapidly as possible: I would like to point out to you that 
Mr. Charles Wilson, who is in charge of the defense mobilization 
program, as well as Mr. Manly Fleischmann, who heads the NPA, 
are both on record many, many times as saying that they do not w ant 
any type of control 1 minute longer than necessary, because they are 
both convinced that controls are not in accordance with the American 
system, and are needed only during an emergency, and I assure you 
that all of the people in the defense agencies who make policy are 
most anxious to get rid of controls the moment they see a chance to 
do it without harm to the ec onomy of the country. So we are sympa- 
thetic with your statement. 

Mr. Netson. I am sure that the retailers of the country will be glad 
to hear that. 

Mr. McKinnon. Thank you. 

Our next witness will be Mr. Weight, of the Apartment House 
Association. 


STATEMENT OF BURTRAM A. WEIGHT, REPRESENTING RENTAL 
PROPERTY OWNERS IN UTAH 


Mr. McKinnon. Mr. Weight, will you identify yourself for the 
record, please. 

Mr. Weieur. My name is Burtram A. Weight, and I represent the 
Apartment House Association of Utah. I desire to talk for a few 
moments on rent control. 

Salt Lake City was decontrolled on August 5, 1949, at a time when 
we had a very, very low vacancy ratio. According to a report that 
was issued by Harold Branley to Ward Cox, who was the regional rent 
representative from San Francisco, we had only a vacancy ratio of 
1.15 percent in July of 1949. This was a last-minute effort by the 
Housing Expediter to prevail upon the Salt Lake City commission 
to refuse to decontrol rents, and in his report he said it was customary 
to have vacancies of between 5 and 10 percent before we should 
decontrol. 

Mr. McKinnon. That decontrol action was taken by local council ? 

Mr. Weicur. By local council here in Salt Lake City. However, 
they did decontrol on July 21, and it was approved by the liousing 
Expediter on August 5. That was nearly 2 years ago. 

The Housing Expediter predicted that we would have a lot of difli- 
culties, and that evictions would go up, and that rents would increase 
tremendously, and that we would have a lot of trouble. However, 
the facts proved very differently. 

In 1948, the last full year under rent control in Salt Lake City, we 
had 359 eviction notices served. In 1949—— 

Mr. McKinnon. How many of those were actually acted upon / 

Mr. Weicur. There were 27 writs of restitution. 

Mr. McKinnon. Out of 359 

Mr. Weienr. Out of 559 woh were only 27 writs of restitution. 

In 1949, with 7 months under rent control, and 5 months without 
rent control, the eviction notices dropped to 307, with 22 writs of 
restitution. 
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In 1950 the trend continued downward to where we had only 289 
eviction notices served. I don’t remember the number of writs of 
restitution for that year. 

So far this year, for the first 5 months, we had 121 eviction notices 
served. 

However, for the month of June, after the people began to realize 
that possibly we might get rent control back, apparently some of them 
tried to clean out the tenants they did not like, and eviction notices 
for June were 61, which is the highest single month for eviction notices 
since 1948 when we were under controls. 

Of course, we blame that on the fact that people are afraid, or were 
afraid that they would get stuck with some of the tenants they had, 
that they did not want in their buildings, so therefore they issued the 
eviction notices. 

In 1950, the first full year after controls were ended, the building 
permits increased in Salt Lake City by 26 percent, which was a tre- 
mendous increase in building. 

Mr. McKinnon. Was that mostly for small homes that were for 
sale? Was that homes for sale? 

Mr. Weicutr. Most of them were for the sale of homes, although 
there were quite a few, 608 projects, built for rent. 

Mr. McKinnon. That was typical even in areas that were not de- 
controlled. 

Mr. Weienr. I know. That has something to do with it. But this 
tremendous increase from the very month that rents were decontrolled, 
the increases started. and maybe it had something to do with rent 
being decontrolled, because people were not afraid that their units 
world be controlled again. 

However, now they are afraid of that. In 1940, in Salt Lake City, 
we had 3.48 people per rental unit. In 1950 we had 3.22 people per 
rental unit. 

Mr. McKinnon. Who conducted that survey to determine those 
figures ¢ 

Mr. Weienrt. It is in the census reports. 

Mr. McKinnon. They are the census figures ‘ 

Mr. Wetcnr. Yes, sir. I have it here and I will be glad to show 
it to you if you would like to see it. 

We maintain that there is no shortage. The reports that 1 have 
received from others tell me that these figures are about the same 
nationally as they are for Salt Lake City. In other words, the popu- 
lation nationally increased for 1414 percent in the past 10 years, and 
the housing increased by 23.6 percent during the past 10 years. 

So I don’t believe that anyone could say that we have a housing 
shortage. It just does not fit in with the facts. 

Mr. McKinnon. Let me point out to you the fact that the national 
figures sometimes throw you, because these problems come in to specific 
impact areas. 

In the State of California, for instance, we had about a 49-percent 
increase in building, but a 52-percent increase in population. We 
fee] that we are behind in California, in certain areas we still, have 
a very definite housing problem. In other areas the housing problem 
is completely gone. 

But you have specific areas that the headache centralizes in. 
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Mr. Wrieur. That is true, but the fact remains that wherever rents 
have been decontrolled, almost without exception the housing situation 
has immediately become better. 

If you take your own Los Angeles, I believe that is an example. 
However, I think 9 out of your 10 councilmen who voted for the 
lifting of rent controls were reelected at the election which followed 
after, so the people themselves wanted to get rid of rent control. Do 
vou agree with me / 

Mr. McKinnon. | don’t agree with the fact that the rent control 
was the issue in the election. There were other factors involved in 
the election of these councilmen. So I might point out that I voted 
for rent control and I was reelected, and I was the only Democrat ; 
everybody else was a Republican. I was a rent-control man and I got 
reelected. I don’t attribute that, however, to the fact of my reelection. 

Mr. Weicur. There were other things. We conducted a survey in 
Salt Lake City this April and sent out a questionnaire to the owners 
of 8,000 rental units in the city, and one of the questions we asked was, 
“What percentage of your units have you had vacant since rents were 
decontrolled ¢” and the turn-over was amazing. Sixty percent of all 
the units had had a vacancy sometime since August 5, 1949. 

If we had a housing shortage, that could not be. 

Another question was, “How long did it take you to get your units 
rented?” and the answer was 9.3 days for each unit. 

Before rent control, back in the thirties and early forties, we used to 
spend an average of 1 month’s rent per year for repairs and replace- 
ments in units, and it was customarily a rule of thumb to do that. 

On this question here they reported that they had spent an average 
of 2 months’ rent per year since rents were decontrolled in fixing up 
their properties. We found that the rent had increased an average 
of 1414 percent since decontrol, while the cost of living had increased 
way beyond that, and you must not forget that these rents were frozen 
clear back in 1942, and vet they had only increased the small amount 
of 141% percent. 

I believe I can prove to you that rent controls do cause housing 
shortages. You may not agree with that. 

But you take, for example, in 1942 wages and rents were on about 
a level. Then all of a sudden we found rents frozen and the Govern- 
ment says, “No more increases in rent.” On the other hand, they 
permitted vast increases in labor, so the working girls, three or four 
of them that had been sharing an apartment, got their wages raised 
from about an average of $80 to in many cases over $200, and each one 
of the girls would say, “Let’s spread out; let’s each take a unit.” 

Mr. McKrxnon. Rents became a relatively better value. 

Mr. Weicur. Yes; rents became a relatively better value, and as a 
result, an artificial housing shortage was created, just as if, say, a top- 
coat was suddenly pushed back to the 1939 or 1942 price, within a few 
days there would be a shortage of topcoats because we would all run 
out and grab a topcoat, even if we didn’t need one, if the price was 
dumped, and we say, “We would like a topcoat, but we cannot afford 
one, we won't buy one,” and in a few days there would be a surplus. 

It is the same way with housing exactly. We had one specific 
instance out on South Temple, where we had a 16-unit apartment build- 
ing containing six rooms each, three bedrooms in each apartment. Out 
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’ 
of those 16 units, 13 of them were occupied by one person and the other 
3 by two people. 

We then had 19 people occupying a unit that should have housed 
well over 50 people, but it was simply because the space was cheap 
and we could not do anything about it. We could not say, “You have 
got to move so we can rent it to more people.” We were stuck with it, 
and you cannot blame the owner for wanting to rent to as few as 
possible because, with a ceiling, and the prices going wp, the only way 
he can beat it is to cliarge rent to as few people as possible. —_ 
person will put much less wear and tear on «# place than two will, 
naturally he will rent it to as few people as possible. 

Now, when we consider the veterans were hurt, there were 10,000,000 
of them who went into the service, and naturally there should have 
been a surplus of housing created, but that did not happen, because 
these other people moved out and took more space than they needed, 
and when the veterans came back home again they were frozen out. 
they had to live with mother and dad, or after 1947, when new housing 
was decontrolled, they had to pay the higher rates. They were the 
ones that were hurt as a result of rent control, and it is the people who 
are living in the 1942 frozen rentals who want a continuation of rent 
control. It is not the people who are paying an equitable rent based 
on the cost of the unit today who want rent controls continued. It 
is these people who have lived in there and had the benefit of this 
cheap rent for the past nearly 10 years. 

The tenants in the remodeled units are paying a higher rent, not in 
comparison with new units, but they did get an increase in rent. The 
doubled-up tenants are the ones who are hurt at the present time, and 
if rent controls were lifted, you will find the same thing happened 
that happened while the Salt Lake City decontrol went on, that 
within a few weeks your housing shortage would definitely be over. 
and yet we would not find a big increase in rent. 

I believe that Tighe Woods, in his statement, admitted that rent 
had increased less than 20 percent in all of the cities, an average of all 
the cities that have been decontrolled. 

So I believe that rent control is wrong. How much time do I have? 

Mr. McKinnon. You have just about taken your time up. Will 
you complete your statement as quickly as you can? 

Mr. Weicn. I have a statement here, issued by the U niversity of 
Michigan as to what happened, and it will just take a minute to 

read— 

Mr. McKinnon. We have had that before our committee several! 
times. 

Mr. Werent. Do you believe it / 

Mr. McKinnon. Yes and no. 

Mr. Weicrr. This is an unbiased party, the University of Michi- 
gan, and they tell us that rent control is definitely causing—— 

Mr. McKinnon. Let me point out that the Small Business Commit- 
tee has nothing to do with rent control. While an apartment-house 
man is smal! business, our problems primarily go with retail manufac- 
turing and distribution of products. 

Mr. Weicur. Well, you men are going to have an opportunity to 
vote for or against a continuation of rent controls, and. if you can 
be convinced in your own heart honestiy that rent control is wrong, 
that it is the cause of all the troubles, and the cause of housing short 
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ages, I think you will vote to get rid of it. When would there be a 
better time to get rid of it than right now, where we have full em- 
ployment and a fine economy. Everybody is employed, we are pros- 
perous, and yet we say we have to have rent controls longer. I don’t 
believe it makes sense. 

Mr. McKinnon. Well, Mr. Weight, my particular committee on 
Banking and Currency has had this problem before us for 60 days 
in our Defense Production Act. 

Mr. Werenr. Yes, | was back there. 

Mr. McKinnon. And, of course, we have lived with rent control 
for years now, and, up until the time of Korea, the Korean outbreak, 
I think you will agree that we were trying to get out, we were throw- 
ing it over to local option. 

But we are faced with a certain problem that in certain given 
areas—my own community, San Diego, we have a terrifically im- 
pacted area right there now—and we understand that the basic solu- 
tion to rent is not in controlling prices but is in creating more houses, 
more available quarters for people to live in, and the thing that will 
do that quicker than anything else is to provide an incentive to get the 
landlord to get more houses. 

It is not that the landlord does not make as much money as he made 
back in the thirties, but he is restricted in his freedom of operation, 
which is very dear to all of us Americans. 

Mr. Weicur. Even if he made as much money, he couldn't buy 
nearly as much with it. 

Mr. McKinnon. I will grant you that. We did not take the rent- 
control provision in the Defense Production Act, we threw that out 
and wrote up another provision that puts rent control under Mr. 
Johnson's office, and it is his responsibility, instead of leaving it to 
Tighe Woods as an independent agency, where Secretary of Defense 
Marshall, and Mobilizer Charles Wilson—and I think you can count 
on Charles Wilson being a great friend of private enterprise oper- 
ation—where those two men designate an area as being an impact 
area, then they can move in and put that in that area. 

We realize in many places throughout the country there is no more 
need for rent control. 

Mr. Weicur. Haven't you done away with local-option provision 
for decontrolling units? 

Mr. McKrxnon. No. After the Government moves in and specifies 
a given community for a decontrol of rents, the local city council 30 
days later can decontrol again if it wishes to. Of course, 30 days 
after that the Federal Government can come back and recontrol. 
I don’t exactly like that myself, but you don’t get everything you like 
in legislation. 

We are trying to create more housing in an area specified as an im- 
pact area, and where recontrol is established, then we immediately try 
to remove the regulation X credit restriction so as to encourage them 
to build for sale or for rent housing. 

Mr. Weient. Well, we all admit we are trying to lick this infla- 
tion business. I believe that when you hold a man’s rent artificially 
low that you give him more money in his pocket to go out and cause 
nflation with. 

Mr. McKinnon. There is a good argument there, all right. 
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Mr. Weieur. I have taken up more of your time than has been 
allotted. I am sorry. 

Mr.-McKinnon. Our committee does not have much to say, so far 
as small business goes, over the thing, and I don’t want te take a guess 
us to what Congress is likely to do on this. The Senate passed it. 

Mr. Werenrr. I have a copy of their bill with me. 

Mr. McKinnon. And the House version is very similar to what the 
other is. 

We recognize two basic principles: The first principle is that the 
more things we can leave up to local government, the better government 
we will have; and, secondly, the solution to living quarters is based 
not on rent control, but on building more units. 

Mr. Wetenr. Well, if we got out of rent control we would automat 
cally build more units, I believe. 

Mr. McKinnon. I think that is largely true. We have definite 
short-term problems that we have to recognize in our defense effort. 

We want to thank you for coming before our committee. 

Mr. Weieur. I thank you for giving me the privilege to appear. 

Mr. McKinnon. Now, the next one we have—but before [I do that, 
I would ask you, Mr. Reporter, to make Mr. Weight’s statement a 
part of the record. 

(The statement prepared by Mr. Weight is as follows :) 


My name is Burtram A. Weight, and I represent the Rental Property Owners 
in Utah. I am not an expert on all features of the Price Control Act, but do 
definitely feel that I am well qualified to speak on that particular phase known 
as rent control. I have made a careful study of this problem fer a number of 
years, and am honestly convinced that rent control is the primary basis of our 
housing troubles. Controls force owners to rent pronerties below their rea 
value and whenever any commodity is for sale at less than its real value people 
hasten to buy it and it is therefore always in short supply. 

To illustrate this point, in one of our better apartment houses, containing 16 
six-room units, there were, during rent control, 13 of these six-room units that 
were occupied by only one tenant each. The other 3 had only two tenants i: 
each. Here was « building that was built to serve at least 64 people that was 
only serving 19. Case after case could be enumerated where wits that had 
formerly been occupied by two, three, or four persons were, under rent control. 
only occupied by one person. Thus, it is easy to see that, because of the bargain 
price of controlled units, excessive space was used, and the veterans and new 
comers to the city were frozen out by the space gluttons who took wore than 
they needed. This unwise use of space brought about an artificial shortage 
that could not and would not have happened except for the curse of rent control 

National statistics compiled by John & Riehard Usher of Chicage show that 
there are 3,900,000 dwelling units occupied by only one person, and that they 
are heavily concentrated in large cities still under rent control. No one can blame 
the owner for this condition. When his expenses are constantly creeping upward 
and with the purchasng power of his frozen rent dollar worth only about one-half 
what it was in 1942, he naturally tries te keep his expenses down and about the 
only way he can do so is to rent to fewer people and thus avoid the excessive 
wear and tear caused by a family. 

There are those among us who shout liberty and practice slavery. They say 
they believe in the American way and then go to the old country and try to 
foster European or Asiatic ideas upon us. In the name of freedom they give us 
controls and blame inflation to lack of enough control. They say the American 
free-enterprise system cannot work without strong and adequate controls. They 
seek dictatorship to make freedom work. 

Tighe Woods, in a speech before the Junean, Alaska, Kiwanis club in June 
1951 stated, “People who believe so strongly in the free-enterprise system.under- 
stand fully and completely why we must have controls and stabilization.to make 
our free-enterprise system work.” 

Free enterprise and the kind of controls he speaks about make strange bed 
fellows indeed. They are so foreign to each other that they do not belong 
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on the same continent. It is like saying good is bad and bad is good. He 
cannot show a single instance where rent control has increased the supply 
of housing by one single unit or made better feeling between owner and tenant. 
The Government's own figures show that in decontrolled areas the average rent 
increase has been less than 20 percent while everything else has increased several 
times this amount, so, from a cost-of-living standpoint, rents should double, 
but facts have proved otherwise. In Salt Lake City, Utah, which according 
to the rent office’s own figures had a vacancy ratio of 1.15 percent when decon- 
trolled nearly 2 years ago, rents have only increased an average of approxi- 
mately 14144 percent. You can see from this that rents have stayed far behind 
the rest of the cost-of-living items and where real free enterprise exists that 
problems solve themselves. 

Detinite evidence has come to us from many decontrollied areas where imme 
diately after decontrol the supply of housing materially increased. In Salt 
Lake City we have proof that evictions have been less since decontrol, that 
building increased materially right after controls were lifted, that more hous- 
ing became available, and that competition began to take form and tenants 
were able to look for new and better quarters. 

Within a few weeks after decontrol there were more places being offered 
for rent than there were people asking for rentals until now the ratio is about 
20 to 1, and everyone can find adequate housing without waiting. There are 
over 300 vacant apartments and homes being advertised each Sunday in our 
Sunday papers. During rent control there were often less than 50. 

In a recent survey among the more than SOO members of the Apartment House 
Association of Utah some interesting results were shown. The average rental 
increase was 14% percent. It was found that it took an average of over 9 
days to rent vacant apartments. The owners are now spending approximately 
2 month's rent per annum for repairs and improvements to their property 
whereas before and during rent control the average was not over 1 month’s 
rent. The average earning was less than 6 percent per annum on the invest- 
ment in spite of the fact that most owners were acting as their own custodians. 

Very few eviction notices had been served and only for nonpayment of rent 
or for violation of lease agreement. The feeling of good will between owner 
and tenant has greatly improved since controls were listed and each respects 
the reasonable requests and desires of the other. It is the American way in 
operation. 

All my life I have been taught that it was right and proper to encourage 
people to work and save and that the owning of property was right and good 
and that it was not good to allow oneself to become an object of charity, that 
all Americans were born free and could work out their own problems and by 
hard work and thrift could become independent. 

Rent control has been as a ball and chain around the ankle of property own- 
ers. It has kept thousands upon thousands of potential units off the market, 
it has driven other hundreds of thousands of units off the rental market, forcing 
people who did not want to sell their rental property to sell to people who did 
net want to buy, but because of the inequities of rent control were forced to do so. 

In every country where rent controls have been tried there are housing short- 
ages, inequities, black markets, and abuses. In countries without controls 
there are enough homes and apartments, and housing troubles are few and 
far between. In my opinion rent control is the one great cause of our hous- 
ing shortage and unless its spread is stopped and we are allowed to retain 
the right to own, control, and manage our own properties we will find condi- 
tions getting progressively worse until we will really have a housing shortage. 
Anyone who really wants to know the facts about rent control can easily make 
his own investigation and, if he will do so in an unbiased, unselfish manner, I 
am firmly convinced he will see its inherent evils and then work against its 
continuation. 


Mr. McKinnon. The next witness we have will represent the Fred 
M. Nye Co., of Ogden, Utah. 


STATEMENT OF RALPH NYE, REPRESENTING FRED M. NYE CO., 
OGDEN, UTAH 


Mr. McKinnon. Mr. Nye, will you identify yaurself for the record, 
please. 
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Mr. N My name is Ralph Nye, and I am son of the founded of 
our firm, ‘whie h is a clothing retail store in Ogden, which my father 
founded 53 years ago. We are one of the oldest retail firms in the 
State. 

The letter which I did want to bring to your attention, although 
it probably has no interest to the technical members of your staff, 
but it does to you and Mr. Dalmas—which one of you is Mr. Dal- 
mas——. 

Mr. Datmas. I am Dalmas. 

Mr. Nye. Well, the matter of section 102 of the Internal Revenue 
Act, which we feel is making a hardship or will in the future make a 
hardship on small business, and I think it best that I read my state 
ment to you in order to get over the point. 

The Internal Revenue Act, section 102, forces large-scale distribu- 
tion of dividends, leaving little reserve for rainy days or expansions. 

At the present time the Treasury Department also is seeking to 
enforce the provisions of this act to the very great detriment of small 
business. 

Only by building up ample reserves during times of good business 
are small firms able to weather depression per riods. 

At the present time the congressional Joint Economic Committee 
staff is working on internal revenue section 102 with the view toward 
liberalizing it for small business and should have the support of ‘your 
committee. 

In the case of the firm I represent we have refrained from declar- 
ing dividends, not for the purpose of avoiding taxes as the Treasury 
Department is prone to assume in all cases of closely held corpora 
tions, but for the purpose of building up a reserve against depression 
years and for the expansion of a growing business. 

Had not such reserves been available in previous years of depres 
sion, and there has been more than one in our 50 years of existence, 
we would not be in business today. 

We urge your committee as one of its activities to assist in getting 
this section 102 modified in favor of small business. Businesses that 
are so dependent on the reserves they build up for expansion and for 
weathering depressions that come pet or 

This movement has the support of the National Federation of In 
dependent Business, the largest individual membership of any busi 
ness organization in the U nited States. 

Now, my memory in our business does not go back too far, but it 
covers the period 1930 to 1936, when we lost money consistently 
every year. If my father had not been a provident man and put his 
earnings into property and into cash, our business would not be in 
existence. 

We have had 6 years of losing years. The Government is too in- 
consistent. It makes a case of trying to urge people to save by Gov 
ernment bonds, to take care of your rainy-day future, but what is it 
that is individual ? 

On the other hand, it promises to take care of old age. It has not 
promised to take care of corporations in their old age, when they get 
into trouble, and a small corporation, which is only one jump further 
than the individual itself, usually is a closely held family corpora 
tion, and it is under,this section 102 made by law to distribute most 
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of its earnings, and allows for no reserves for future rainy days or for 
expansions which every business must have if it is to grow. 

You either go backward or forward, you don’t stand still. 

Mr. Daimas. Mr. Chairman, in 1949 the corporate dividend paid 
out was only approximately 30 percent, and the corporations as a 
whole retained approximately 70 percent for reserves and expansion, 
and in 1950 that figure was around 50 percent. I believe the law 
contemplates, although it is not mandatory, that 70 percent be paid 
out rather than retained, and that 30 percent be retained for surplus 
and expansion. 

But 1 was not under the impression that that was a mandate on 
the part of the Internal Revenue Bureau, because the law is not man- 
datory, it is subject to the rules and regulations of the Internal Reve- 
nue Bureau. 

I don’t know what the figures are for 1951 but I know in 1950 it was 
50 percent, so it does seem to have a certain flexibility about it. 

Have they approached you with the idea of paying on any specific 
percentage of dividends / 

Mr. Nyr. We have been charged, I guess, with a violation of sec- 
tion 102, and my appeal is not here on that basis, however. Our 
interest, of course, lias been sharpened by the fact that we are charged 
with it. 

Mr. Daumas. Do you have a case pending before the Internal Reve- 
nue Bureau / 

Mr. Nye. Yes, we do, very shortly. 

Mr. Datmas. Has it been to the Tax Court ¢ 

Mr. Nye. No; we will take it. It has not passed the committee 
before Salt Lake, it is the auditor, and he checks us through, and every- 
thing is all right, and it always has been, and now he feels that we 
should have declared dividends that we have accumulated beyond our 
needs, 

Who can say what those needs are? That is what I would like to 
know, and we feel that we have a definite case. But I am not here on 
a personal case, and I would like to make that very clear. I just 
know this, that a small business is different from big business, and 
should have consideration under 102 in that regard. Big businesses 
have recourse to bond issues, debentures, stock floating. Little busi- 
nesses cannot do that. Little business goes to a bank for money, and 
in tough times the bank has nothing to give for a loan and it goes 
broke. 

That is why you have such a mortality among small businesses. 

Mr. McKinnon. You feel there is some pretty good advice in the 
Bible which says that during the seven fat years you shall provide for 
the seven lean years ¢ 

Mr. Nye. Yes, that is correct. 

Mr. Daumas. Inasmuch as corporations as a whole, particularly 
the large ones, were permitted to retain as much as 70 percent in 
1949, I think probably the Internal Revenue Bureau should give some 
consideration to the problems of small business in that respect. 

Mr. Nye. Well, as I understand it, there is a Joint Economic Com- 
mittee staff working on that problem, and it probably will be brought 
to the attention of your committee. Mr. George Berger, Mr. Dalmas, 
suggested that we contact you. 
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Mr. Daumas. I know the chairman has been glad to hear you, and 
the committee is, and on*behalf of the staff we will take up with 
the Joint Committee on the Economic Report this matter when we 
get back. 

Mr. McKinnon. I will be on that, too. 

Mr. Nye. Thank you, I appreciate this opportunity of appearing 
before you. I think it is a grand thing for you fellows to come out 
here to us. 

Mr. McKinnon. It is our pleasure to come out here. 

Now, it is nearly 12:40, and that concludes Mr. Nye’s testimony, 
and it concludes the schedule we had for this morning. We might run 
over 1 o'clock or so and get a little ahead for this afternoon. If Mr. 
Lloyd is present, he was not scheduled to come before us until 2 
o'clock this afternoon—— 

Mr. Lioyp. I am here, but I don’t have any member of our organi- 
zation with me. The president is coming in this afternoon. 

Mr. McKrywnon. Could you have him here by 1:30, or something 
like that? Let us make it 1:45. 

Mr. Luoyp. Very well. 

Mr. McKinnon. Now, how about the Independent Oil Refineries? 
Are people here from that company? They are scheduled for later this 
afternoon. Apparently they are not here. 

How about Mr. George Watson, of Small Mines? Apparently he is 
not here. 

How about Mr. W. B. Robins, of the Utah Cooperative Association ? 
| No response. 

Very well. We will adjourn now and reconvene at 1:45 promptly 
and get our business done this afternoon. 

(Whereupon, at 12:40 p. m., a recess was taken until 1:45 p. m. of 
the same day.) 

AFTERNOON SESSION 


Mr. McKinnon. I will call the meeting to order. 

Mr. Datmas. Mr. Chairman, before we get started, I would like to 
ask your permission to insert in the record a very fine editorial entitled : 
“Small Business’ Troubles,” appearing in the Saturday morning, 
July 7, issue of the Salt Lake Tribune. 

Mr. McKrxnon. We will be glad to include that. 

(The article referred to by Mr. Dalmas is as follows:) 


“Sm att Business” TROUBLES 


“Small business” is a misleading term. The arbitrary definition includes any 
company with a payroll of 500 or less and, while this may be small in terms of 
Pittsburgh steel or Detroit automobiles, or Delaware du Ponts, it is not small to 
most of us. In fact, small-business men account for 95 percent of the business 
establishments of the country and one-third of the national production, 

But the small-business men are not happy. The defense boom plus allocation 
of vital materials and the difficulty of getting Federal contracts have left many 
of them in a precarious condition. On Saturday a House committee will hold 
hearings in Salt Lake City in an effort to iron out some of their problems. 

Both Government and big business are anxious to work with the small manu- 
facturer. The latter has relied heavily on subcontractors in performjng big 
Federal jobs and this has had a beneficial effect. But the former, due probably 
to red-tapeitis and bureaucracy, has not been too successful in getting results. 

In a recent article in the New York Times magazine, John Sparkman, chairman 
of the Senate Small Business Committee, declared that the basic problem is a 
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shortage of materials. “I have become convinced,” he said, “that a single ill- 
coneeived, maladministered, material-restricting regulation may do more lasting 
harm to the cause of independent enterprise than all the forces of monopoly 
combined.” The small manufacturer, with materials cut off, must either patron- 
ize the gray market or get a defense contract if he is to survive. One is expensive 
and the ether difficult to obtain. 

The Government is the world’s largest customer and that very largeness oper 
ates to the disadvantage of small business. Finding out which office buys what 
commodity is by itself a complex operation. There are, for example, 76 principal 
military and naval purchasing offices throughout the country and possible points 
of sale run into the hundreds. Recently the armed services switched from pub 
licly advertised bids to negotiated contracts. This presents a baffling problem 
for the small-business man who is unfamiliar with labyrinths of Washington 
and works in favor of the large, established companies. 

Senator Sparkman favors formation of a Small Defense Plant Corporation 
which could serve as a prime contractor and break down contracts for distribu- 
tion among small producers. He feels that this procedure would assure small 
business the continuous flow of necessary materials which otherwise would be 
unavailable because of controls and allocations necessary to the national defense. 

Whatever the solution, small business stands in urgent need of help. Senator 
Sparkman’s committee has heard the complaints of thousands. The House com 
mittee session here will give businessmen of this section the chance to make their 
voices heard also 

Mr. McKinnon. Our first scheduled witness this afternoon will be 
Mr. Sherman Lloyd, of tha Utah Retail and Wholesale Grocers 
Association, 


STATEMENT OF SHERMAN LLOYD, SECRETARY AND COUNSEL OF 
UTAH RETAIL GROCERS ASSOCIATION 


Mr. McKinnon. Will you have a chair and identify yourself, please, 
for the record ? 

Mr. Lioyp. My name is Sherman Lloyd, and I am secretary and 
counsel of the Utah Retail Grocers Association. 

Our association represents an active membership of 755 retail food 
dealers of the State of Utah, located in each of the State’s 29 counties. 
Now this represents approximately 80 percent of the State’s retail 
food industry. The membership consists of all Utah-owned retail food 
dealers, including independent markets, super markets and Utah 
owned chain stores. In effect, the association represents and speaks for 
all the Utah retail food industry, with the exception of Safeway 
Stores, an interstate chain. The only interstate chain in Utah is Safe- 
way stores, and: we do not speak for Safeway Stores, but we do repre- 
sent the others. 

For what it is worth, in the last 10 yéars the State of Utah has in- 
creased 150,000 in population, which is not much, but it is quite a bit 
for Utah. 

The number of grocery stores only increased by ten. I don’t point 
that out as indicative of anything, except as a trend. 

In 1938, according to the commercial figures, the average retail 
food store in the State did $380,000 a year, and in 1948 the average retail 
food store did nearly $100,000 a year, showing that the trend, of course, 
is to larger retail outlets, and we see nothing bad about that, but that 
Js the trend. 

Now, first of all, I would like to give our position with reference to 
the fair-trade development, in the light of the decision of the United 
States Supreme Court on the Millard Tydings amendment. 











2582 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


I think that the Utah retail independent food stores, similar to the 
retail food stores throughout this country, in this respect fair trade as 
such does not affect them too closely. But we are of this definite 
opinion, that any law which is designed to cut out price competition, 
and to stop loss leader selling, is of value to the smaller merchant, be- 
cause he is less prepared to absorb losses. 

Now we are not prepared now to say that we recommend that you 
support an amendment to the Millard Tydings amendment to rein- 
state that nonsigners clause, but we would say this, that we feel that 
any such attempt should merit your very serious consideration to 
amend the Millard Tydings amendment itself to reinstate the non- 
signers clause, so that interstate fair trade contracts could have the 
same force and effect which they did prior to the recent Supreme 
Court decision. 

Now, we have no particular complaints. I might say that I planned 
and hope to have some retail grocers here today, but i is a 
bad day for independent food dealers to get out of their stores, and 
that is the reason they have asked me, as secretary and counsel to 
represent them, although they are very interested and wowld have liked 
to have appeared. 

We have no specific complaint, but we would like to take this oppor- 
tunity to point out some of the great bulwarks of small business, which 
we would like to direct your attention to. 

One is the Sherman Act, which is enforced by the Department of 
Justice. I think you are all familiar with the great amount of ridicule 
which has been heaped upon certain parts of that law in recent years. 
We are not prepared to say whether that ridicule was or was not justi- 
fied, but we would like to point out right here in the sticks that the 
small family unit running a retail food store looks on the Sherman 
Act and the Department of Justice as one of the great bulwarks 
against monopoly, and we feel that you men should continue to give 
the Department of Justice and its enforcement of the Sherman Act 
your wholehearted support, and certainly your sympathetic considera- 
tion. 

Another of the great bulwarks of small business, which we feel clear 
out here, is the Federal Trade Commission, and the enforcement of 
the Federal Trade Commission Act and the Robinson-Patman Act. 
Now we feel that sufficient funds should be made available to continue 
the important work which the Federal Trade Commission is doing 
on behalf of small business. 

In that connection we believe that Senate bill 719, referred to this 
morning, which has a companion bill in the House. would seriously 
weaken the Robinson-Patman Act. I think you all know that would 
have the effect of shifting the burden of proof on the good-faith 
provisions to the Government, rather than from the suspected violator. 
That would, for practical purposes, have a tendency to very seriously 
hinder, in our opinion, the endernmitil of the act, if the Government 
had to accumulate this vast amount of evidence before they went 
ahead with the case. We feel that this antidiserimination part of the 
Robinson-Patman Act, if it is to have any effect at all, and we feel ig 
is very important to preserve it, we feel that if it.is to have any-effect 
the burden of proof should be on the suspected violator, because we 
do not believe that the Government is going out and irritate and harry 
businessmen needlessly. 
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With reference to the OPS, we would like to confirm what was said 
here this morning by the Utah Council of Retailers, that we have 
nothing but respect for the people who have been appointed loc ~. 
Representatives of our association have talked with Mr. DiSalle a 
committee meetings in Washington. I have talked with Mr. Phelps 
and others in the OPS, at other national meetings, and we have also 
been impressed with the attitude of the people at the national level, 
and we feel if that spirit prevails that they will get the help of business. 

We feel that during the days of the OPA that the desires of the 
small-business people and the large-business people, too, their desire 
to help was stopped by the OPA group, that looked upon everyone 
as a prospective criminal. 

Mr. McKinnon. There is a considerable difference in the attitude 
between the OPA and the OPS, is there not ? 

Mr. Lioyp. We have found a great deal of difference, and we are 
happy to see a difference in the same men, such as Mr. Phelps who 
realizes that they were not to blame personally, but it was the gen- 
eral attitude that prevailed. 

We see a much different attitude now. We hope that the attitude 
prevails, because we feel that small-business men and big-business 
men are just citizens, like everybody else, and they want to help and 
they want to do the right thing. If they are called on and respected, 
and asked to do the right thing, we feel that there will be a great 
deal more compliance in this country than if they are looked upon 
as suspected criminals. 

We are very happy with the attitude of OPS so far. 

However, I won't say that all of our 755 members are agreed on 
this. We have arguments in all of our meetings, but I am express- 
ing the majority viewpoint, and the viewpoint of the officers and 
directors of the organization, who have given it the most important 
consideration. 

I am sure you have heard this hundreds and thousands of times, 
that we feel controls do not treat the causes of inflation. We feel 
out here that the causes of inflation, some of them justified and some 
unjustified, certainly one of them includes Government spending. 

Now, we are not prepared to say what is essential and what is 
nonessential, but we are here to plead that if there are any non- 
essential Government expenditures that they be kept to a minimum. 

We feel another way to get at the cause of inflation is to produce 
more, and that that includes labor. We feel that the Government, 
the administration, has discouraged any workweek over 40 hours. 
We are not convinced that that is right. We don’t feel at times 
like this, with the inflationary pressures there are on us, that the 
Government should discourage a workweek over 40 hours. If they 
are seriously concerned with the causes of inflation they should not 
discourage that. 

Now, then, inflation is probably the greatest danger to a small- 
business man, and [ think you can realize that, that even a small 
grocer takes much more to buy his inventory as the inflation in- 
creases, and it becomes harder for him to go into business, because of 
inventory problems, because of the cost of operation. 

Certainly inflation is more important and could be more poten- 
tially disastrous to a small-business man than probably any other 
segment of our society. 











2584 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


So when the retail grocers get together it is almost natural that 
they go into these things that they feel are the causes of inflation. 
They don’t know what is essential, and they don’t know what is 
nonessential. 

Mr. McKinnon. The trouble we run into is what is nonessential! 
is essential to another. 

Mr. Liuoyp. Well, all we can do is—I think it would be most pre- 
sumptuous on my part to say that this particular expenditure is not 
justified, and that one is—but we do feel there are nonessential ex- 
penditures, and that is one of the greatest responsibilitres of a Con- 
gressman, to ferret out nonessentials in Government expenditures 
and eliminate them, if they want to curb the cause of inflation and 
help small business. 

This matter of a 40-hour week, as you know now in the wage-and- 
hour law, there is a specific exemption for retailers from this 40-how 
week. We understand there have been attempts to eliminate the re 
tailers’ exemption, and we certainly plead with you to protect that, 
and not to bring them under the 40-hour week. Of course, it is hard 
for us to understand, like anybody else, just what imterstate com 
merce is. We have a few small meat jobbers, for example, that do 
over 50 percent of their business in wholesaling, rather than retailing, 
but who are retailers. They have always been on a 48-hour week, 
but if labor organizations, the union labor goes after a 40-hour week, 
and they have been operating under the 48-hour week, and they did 
not feel they were operating in interstate commerce, but they were 
advised by the wage-and-hour people that because, although none 
of their sales were out of the State, they did take the meat off of 
bones and they sold the trimmed bones, sold the bones to a byproducts 
producer. They didn’t know what happened to these byproducts. 
They thought it was no business of theirs as to what happened to 
them, whether they went out of the State or did not. but it so happens 
that some of those bones did find their way across the State line, and 
to those people out here, when they received word from the wage 
and-hour law that because parts of those bones which they handled 
according to law eventually found their way across the State lines 
went on by someone, because of that they were included in the wage 
and-hour law, they did not like it, and the impact upon them was 
terrific. They were small people. 

We do not feel that small retailers are prepared to go on a 40-hour 
week. We have a feeling that the controls themselves, while they 
offer protection, we feel that they are not getting at the causes of 
‘nflation. As a matter of fact, we feel that they have the effect, 
sometimes, of retarding production rather than encouraging produc- 
tion. 

Mr. McKinnon. You would not want to eliminate controls alto 
gether, would you? 

Mr. Lioyp. We are prepared to say we feel that consideration 
should be given, so long as Congress is going to be in session this 
winter, to continuing them for 6 months because we feel that the con 
trols have a tendency to retard production, and we also feel that they 
have something to do with the real causes of inflation. : 

Mr. McKrxnon. I do not want to get into an argument with you, 
and we are just trying to develop the thing. I know that your interest 
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is to do the right thing, and we are all working toward a common 
objective, to keep American business stable and sound. 

You realize that if you set up OPS on the basis of 6 months you 
would have the same difficulty getting good administration and good 
personnel, and you would be getting people that you were going to 
hire for 6 months, we all realize, 1 think, that the whole program 
comes down to a fundamental personal basis. 

If you get good men in Salt Lake, and good men in Washington, 
you can have a reasonable program, but if you get bum people, you 
have a heck of a thing to live with. Sometimes you can make it such 
a short period of extension that you take away the personal angle. 

Mr. Luoyp. We recognize that. We have discussed it, and we realize 
the difficulties. We know from a standpoint of administrative con- 
venience that a short extension is a bad thing, and yet it seems to our 
people that the element of administrative convenience is not the most 
Important element to consider. 

We throw that out for what it is worth. 

Mr. McKinnon. Unless a lot of Congressmen change their minds, 
and we effect a truce in Korea immediately, we can’t very well go back 
and accept business as usual. Now, if the truce is effected, of course 
I agree I don't think we will need controls, if we cut down on defense 
spending, if we continue to make ourselves sound and secure from 
foreign aggression this fall, we are still going to be spending twice 
as much money as we spent last fall for the nulitary effort. We will 
have so much in the way of inflationary pressures in our economy, 
unless we have regulations that will keep wages in line, and the small- 
business man ts going to find himself up against it. I am convinced 
from the t stimony I heard in the Banking and Curren \ Committee 
aun ing the last 60 days that that 1s so. 

Mr. Laoyp. I think we are probably in agreement there, in great 
nvreement, The oreat Majority of retail erocers of this State were 
in favor of controls when they were invoked last fall. 

Mr. McKinnon. They did not come soon enough, really, did they / 

Mr. Luoyp. I am not prepared to answer that. But the sentiment 
has changed. I think you will find this, if you extend the law, say. 
for a vear or 2 years, and then during that time the need is eliminated, 
vou will find people, employees, deserting the ship anvhow, as they 
did at the end of the last war. They will not stay with a sinking ship 
anvhow. That is human nature. 

But if the need is there, and these shortages of food appear, that 
is something else. It is hard to have controls work if shortages are not 
there. So far we are hot experiencing any appreciable shortage on 
food items out here. But when those shortages do occur, and need 
for control is there, we have faith that you will get the people to man 
those controls. 

Mr. McKinnon. Yes. 

Mr. Luoyp. I can understand that is conjecture, and IT think it is 
probably our responsibility, so long as you are here in Salt Lake City 
to give vou the thinking of the retail grocers out here. That is their 
thinking, whether rieht or wrong. 

Mr. McKinnon. What has changed their thinking? You pointed 
out that the thinking is Pot as strone for control now as it was last De 
cember or January. What shifted that thinking? What event has 
come about ? 
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Mr. Luoyp. I think last fall they had forgotten about the OPA, 
most. of them, and then they looked back and felt that their profits 
under OPA were satisfactory, and I think many of them, without 
thinking too deeply on the thing, gave the OPA, rather than the war, 
rather than the shortage of goods, rather than giving credit to the 
fact that they had a monopoly, because of the fact that no new people 
could go into business at that time, but looking on that period of 
profits, they associated it with OPA, and that that is the thinking 
that I have heard expressed. 

Also last fall there was an emergency feeling. Now, maybe it is 
wrong not to have that emergency feeling today, and it is probably 
wrong not to have that emergency feeling, but whether wrong or 
right, the feeling is not as intense now as it was last fall. 

Mr. McKinnon. Yet, if we had not put on price controls in Janu- 
ary of this year, what do you think the situation would be for the 
small-business man today ? 

Mr. Liuoyp. Well, I think that controls have been necessary. | 
think, and the people that I represent feel, that controls have been 
necessary, and they realize that the increase in the cost of food has 
been brought to a virtual halt. They realize that that has been done. 
They give credit for that to controls, and they feel that the need was 
there, and the controls were imposed when they were needed to be 
imposed. They feel that the need is still there, but they feel per- 
haps in 6 months it may not be there. They do not feel like giving 
too much authority, extending too much authority out, unless it is 
absolutely necessary. Now they just have a feeling that runs high, 
and you just cannot get away from it. 

Mr. McKinnon. He wants that freedom in enterprise or he would 
be working for a big concern. 

Mr. Lioyp. We want to keep that. We don’t feel it is an evil thing. 
He feels if it is necessary he wants it, and so far it has been necessary. 
Right now it is necessary, but feels that in 6 months maybe it will not 
be necessary, and if it is not, he doesn’t want to take a chance on hav- 
ing them there. 

Mr. McKinnon. Fine. 

Mr. Lioyp. Now, that is all I have, gentlemen. We appreciate the 
courtesy of being heard. We do not claim that we are right, but that is 
the sentiment, and we have held regional meetings throughout the 
State this spring, and I have talked to between five and eight hundred 
grocers myself at regular meetings, and we are having a board meet- 
ing tomorrow, and that is the grass-roots feeling out here. Of course, 
some of them say they want controls, and the “others say they don’t 
want controls, but this is the majority feeling, the majority feelings of 
the officers and directors. 

Mr. McKinnon. We appreciate that statement. Do you have any- 
thing, Mr. Dalmas? 

Mr. Daumas. No questions. 

Mr. McKinnon. Thank you sir, for coming. 

Your statement will be made a part of the record. 

(The statement prepared by Mr. Lloyd is as follows:) 
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STATEMENT OF THE UTAN Rerar. Grocers ASSOCIATION PRESENTED BEFORE THE 
SMALL Business COMMITTEE OF THE UNIrrep STATES House or REPRESENTATIVES. 
Satt Lake Criry, Uran, Jury 7, 1951 


Gentlemen of the committee, the Utah Retail Grocers Association represents 
755 paid and active retail food dealers of the State of Utah, located in each of the 
State’s 29 counties. This represents approximately 80 percent of the State's re- 
tail food industry. The membership consists of all Utah-owned retail food deal- 
ers, including independent markets, supermarkets, and Utah-owned chain stores. 
In effect, the association represents and speaks for all of the Utah retail food 
industry with the exception of Safeway Stores, Inc., an interstate chain. 

This association desires to present the following testimony to the committee. 


INFLATION CONTROL 


In our opinion inflation, with its constantly increasing cost of inventory and 
operating, now constitutes the most serious threat to small business and the 
Nation. Unless effective action is taken to halt its continuation, economic dis- 
turbances and dislocations will interfere with our ability to produce, cause a 
waséeful loss of our natural resources, reduce the effectiveness of our armament 
program, destroy the life savings of millions of people and generally result in the 
disintegration of our economic system, institutions, and freedom. 

Any anti-inflationary program cannot be successful unless it attacks the causes 
of inflation, the greatest of which is nonessential spending and lending by the 
Federal Government which, when the turn-over of such spending is considered, 
runs close to $50,000,000,000 annually. 

The Federal Government while trying to hold prices down with one hand uses 
the other to raise them by a labor policy which discourages a workweek above 
40 hours and encourages featherbedding, by extravagant foreign economic aid 
programs that have depleted the supplies of scarce materials here, and by a farm 
price-support program that guarantees high food prices. 

The Utah Retail Grocers Association, therefore, calls for the reduction of all 
nonessential Government expenditures with the hope and expectation that 10 
billion dollars can be thereby saved, and opposes continuation of present labor, 
foreign nonmilitary economic aid, and farm price-support programs wherein they 
accelerate or encourage the spread and continuation of inflation. 


POSTING OPS STORE GROUP CLASSIFICATIONS 


The Office of Price Stabilization requires food stores to be classified according 
to their volume of sales, and it is also required that each store post a sign stat- 
ing the OPS store classification group it is in. 

This results in small stores being compelled by law to stigmatize themselves 
in the eyes of the public as high-cost operators; and some OPS public releases 
have referred to group 1 stores as having higher prices. 

Actually, retail food distribution is carried on under highly competitive condi- 
tions, and the competitive disadvantages placed on small- and medium-size stores 
by this OPS requirement is a serious threat to the largest segment of small 
business in the United States. Therefore, in the interest of maintaining fair 
competition between small and large stores, we request removal of the require- 
ment that food steres post their OPS store-group classifications. 


SENATE BILL 719 


S. 719, amending the Robinson-Patman Act to make good faith a complete 
defense against price discriminations practiced in an effort to meet competition, 
has been introduced in the Senate and favorably reported by the Senate Judi- 
ciary Committee. Like its predecessor S. 1008, this bill was reported to the 
Senate for favorable action without any public hearings being held on it. The 
supporters of the bill assert that it is designed merely to write into law the 
ruling of the Supreme Court in the Standard Oil case. However, the minority 
report of the Senate Judiciary Committee establishes that the bill goes beyond 
this stated purpose by inverting the principle of all previous laws with reference 
to the good-faith defense and by shifting the burden of proof in question of good 
faith to the Federal Trade Commission, 

We believe the passage of this bill into law will weaken seriously the pro- 
hibitions of Robinson-Patman Act against sellers discriminating between their 
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customers in price and service; and by destroying the safeguards against dis- 
criminatory prices originally written into the act, independent small business 
will once again be placed at an effective competitive disadvantage by reason 
of its size, thereby causing severe injuries to groups of small retailers, promoting 
monopolies, restraints of trade, and the stifling of competition. 

We therefore oppose Senate bill 719 on the grounds that it will nullify the 
protection afforded small business by the Robinson-Patman Act, and will en- 
courage and support unfair and monopolistic price discrimination against inde- 
pendent food retailers. 


STATEMENT OF POLICY ON PRICE CONTROL 


We are already on record as believing that inflation is the most serious problem 
now confronting this Nation. Unless checked, it can and will destroy us. 

We are of the opinion that price controls alone will not effectively control 
inflation. 

Such controls merely treat the symptoms; they do not remove the causes, and 
they may themselves generate additional inflationary pressures by retarding 
production and disrupting and increasing the cost of distribution. 

Moreover, attempts to impose and enforce complicated and unworkable price 
ceilings divert attention from the steps that must be taken if inflation is to be 
brought under control, including increased production, elimination of unnecessary 
Government spending and lending, and sound, anti-inflationary tax, credit, and 
monetary policies. 

The whole world is in turmoil, and no one can predict the course or timing of 
future events. Under these circumstances, we recommend— 

1. That if, in the judgment of Congress, price-control authority is extended, 
such extension should be for a period of not to exceed 6 months. Congress will be 
in session in the fall, when the whole problem can be again reviewed in the 
light of the conditions prevailing at that time. 

2. If price control is extended, Congress should amend the act so as to— 
(a) insure the effective control of wages, production and all other costs, 
along with prices; and 
(b) prohibit cost absorption and profit control. 
Effective price control without effective wage and other cost controls is impossible 
without wrecking our economy. Coerced cost absorption is a form of expro- 
priation. Excessive profits can and should be dealt with through taxation. 

3. That the request of the administration for vast additional authority, includ- 
ing the licensing of all businesses subject to price control, be denied. We are 
fighting Communist totalitarianism all over the world. We must not become like 
that which we fight. 

Drew JACOBSEN, 
President. 

SHERMAN P. LLoyp, 
Secretary. 


Mr. McKinnon. The next witness will be Mr. Lee, representing 
Alsco of Utah, Inc. Evidently he is not in the room. 

Next will be a representative of the Independent Oil Refineries. 
Are they represented here? I notice we are a little ahead of schedule, 
and maybe they are coming in later. 

How about Mr. Watson of Small Mines? 


STATEMENT OF GEORGE H. WATSON, PRESIDENT, GENERAL MAN- 
AGER, AND PRINCIPAL STOCKHOLDER OF THE ALTA UNITED 
MINES CO. ; ORGANIZER OF THE GREAT AMERICAN PROSPECTORS 
ASSOCIATION; AND MAYOR OF ROMANTIC ALTA, UTAH 


Mr. McKinnon. Will you have a chair and identify yourself for 
the record? You are Mr. Watson, representing the Great American 
Prospectors Association ? 

Mr. Watson. Well, yes; that is one. 

I am also general manager and principal stockholder of the Alta 
United Mines Co. and organizer, in 1932, of the Great American 
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Prospectors Association, representing some 1,800 prospectors and 
small_mine owners. 

I am mayor of an old mining camp, Romantic Alta, the first big 
mining camp in the State, and it is now more or less of a ghost town. 

Mr. McKinnon. Go right ahead and proceed. Do you want to read 
what you have there, or to give us a synopsis of it¢ We will be glad 
to have a synopsis and put your statement in the record. 

Mr. Watson. Well, as president and general manager and principal 
stockholder of the Alta United Mines Co., I would like to tell you that 
the Wage and Hour Division, Department of Labor ; the Tax Division, 
Treasury Department, and Mining Division, Bureau of Mines, can 
do more to cause increase of stedustion of strategic minerals than 
any other departments of the Government. 

I favor the Bureau of Mines doing the rehabilitation and prospect - 
ing for new strategic minerals. 

In most cases the small-mine operator doesn’t have the know-how 
to handle loan money. I think we will get much better results if 
you give the Bureau of Mines some money and let them do some work 
in places where they think that it deserves rehabilitation, 

Several of the 13 pram for loans that I know of have a two-year 
prospecting job, and they are long-shot, whereas I personally own 35 
old mines that were big producers in the early days, and in many cases 
it is just a case of a fault problem, a water problem, or a mean spot to 
go through, and it will take some ability; and the Bureau of Mines, 
now the greatest organization in the world, probably with competent 
men all along the line, why the hell can’t they do some work? Why 
does the little operator who doesn’t have the ability go and spend that 
money ¢ 

Another thing, the Bureau of Mines and the United States Geo- 
logical Survey worked together during World War II and reported 
on 200 mines that they thought had a chance of coming back. Be- 
fore they got around to do work on more than four or five of them, 
the war was over. Why in the hell can’t that be picked up right 
where they left off and go to work ¢ 

Mr. McKinnon. Those reports are still up to date? 

Mr. Warson. Yes. The Bureau of Mines has those reports. They 
have got them on all the work that has been done. Why do it all 
over again ¢ 

Mr. McKinnon. Who is handling the present program; what 
agency has taken that over? 

Mr. Warson. Oh, there are § or 10 of them, and boards until hell 
won’t hold them—boards, boards, boards. There are two or three 
hundred men running around in the Pentagon and wearing out boots, 
and I say, put those fellows up here, meaning that they will be happier 
and healthier. 

Mr. McKinnon. It would also relieve the housing situation in 
Washington ; wouldn’t it? 

Mr. Watson. I will say it would. They are wearing out their boots 
there around in that damn heat and one thing or another. Let them 
get out here and work. Why do we want to have a lot of new boards? 
You have got competency; none better in the world than the United 
States Geological Survey and the Bureau of Mines. 

Mr. McKinnon. I am glad to hear you say that. 
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Mr. Warson. That is a fact. Anybody that wants to be at all fair 
will admit that. 

And here is the Bureau of Mines hamstrung with no money. I 
asked them why the hell they had not been doing some work or some- 
thing around in these mines that they thought “yor worthy of reha- 
bilitation, and they said, “We have no money.” I said, “I e: an’t believe 
that.” 

And I wrote all over hell and back, and finally I found they didn’t 
have any money. It was just unbelievable, where a competent agency 
like that can waste their time going out looking at these fellows that 
are making applications for loans, and they don’t even know how to 
fill out their applications, hundreds of them. I have seen hundreds 
of them myself. 

Mr. McKiyxnon. Mr. Watson, let me see if I understand you cor- 
rectly. You advocate that the Bureau of Mines come in and do the 
actual labor and development work in developing several of these 
mines ¢ 

Mr. Warson. That’s right, rehabilitating them, those that they 
think are right. 

Mr. McKrywon. Rather than 

Mr. Watson. Rather than taking on these long shots, and loaning 
fellows a hundred thousand dollars here and there, when it is s long 
shot with 2 or 3 years’ work to do, and it is a case of the fact that they 
may only get some ore. 

Mr. McKinnon. Do you realize a lot of Congressmen and indus- 
tries would be quite critical if the Government took over the program 
and did the work themselves ? 

Mr. Watson. You will be criticized no matter what you do, but the 
sound business thing to do is to have the Bureau develop those that 
are worthy of being developed, or rehabilitated, and let them direct 
the work and spend the money. 

Regardless of any criticism, let’s look at the business end of this 
thing. 

Mr. McKinnon. You want to get your money’s worth; don’t you ? 

Mr. Warson. Wait now; I don’t want to jam it down anybody’ s 
throat. I don’t want the Bureau of Mines to say that this mine has 
to open up at this stage of the game. I don’t want that. But where 
the owner is willing and anxious to have his mine rehabilitated or 
opened, and the Bureau knows there is a damn good chance of a new 
mine being there, then go ahead and let them do it. I do not see 
where any fair man could put out adverse criticism on that, Congress- 
man. I cannot see it. 

Mr. McKinnon. The Bureau of Mines, under your program, would 
only be working with the owner of a given mine toward getting it 
rehabilitated. 

Mr. Watson. Right, if he wanted it, for the duration only. And 
then if he shows competency, and his mine opens up like it used to be 
years ago, why, of course, he would be attracting a good manager 
Today he has no or ganization; he cannot get good men to direct his 
work, because they don’t know enough about it to know whether they 
will have a job for 90 days and nothing there or something. 

Whereas the Bureau of Mines do know: they have got the informa- 
tion, and they did some work and very good work during World 


War IL 
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I have seen some big brass of the Bureau of Mines here today, and 
I did not know they were going to be here. I would like to have them 
say; I would like to have you ask them what they think about it. 

Mr. McKinnon. We will be glad to. I think Mr. East is here; 
is he not? 

Mr. Watson. Yes, and there are a couple more, a lot of big brass. 

Mr. McKinnon. Well, we will welcome any statement from you, 
Mr. East, or from any of your associates, 

Mr. East. Mr. Watson has been very kind in his statement about 
the Bureau of Mines, and we certainly appreciate his confidence. 

It might be well to explain what his exploration program is now 
under the Defense Minerals Administration. 

The Government will match funds for lead and zinc, which in this 
area is very prominent, and they will pay 50 cents on the dollar for 
exploration work; as to manganese, tungsten, and several other min- 
erals, they will put up 75 cents on the dollar; tin and beryl and some 
of these strategic minerals that you cannot mine at a profit, ordi- 
narily, they will put up 90 cents on the dollar. 

Now, there have been many applications put in. The highest num- 
ber we have in my office is 1,608, all of which does not come within 
my five-State area; but, in other words, there has been 1,608 appli- 
cations for loans. 

It is true that the Bureau of Mines has made some examination, 
and we'know pretty well about most of the mines in this country. I 
don’t personally care to have the Government actually do the mining; 
I mean, the Bureau of Mines do the actual mining. We have done 
quite a bit of mining in the Leadville tunnel, which is a special act of 
Congress, as you know, and we are doing work on the major mining 
operations; but in my own opinion I favor following this procedure: 
If Mr. Watson puts up his money, I think it is sure enough that the 
Government can put money up to go along with him without too 
serious consequences, because he is putting up his own money, and 
that is the basis which we are issuing loans on now. 

In my office I have almost 2 million dollars’ worth of loans that 
have been made in the five States in which I am in charge. I think 
that the exploration program, as it is working out now, is going to 
produce results. ‘The whole Defense Production Act, so far as mining 
is concerned, has had very poor publicity. It is referred to as the 
“Grubstake Act.” The act is not meant as an aid to mining, but it 
is meant to produce metal of the various kinds we have to have. In 
other parts of the country we look for it, and for that reason we come 
to Utah, which is a famous producer. 

Mr. Watson knows this country very well, and how much metal it 
does produce. I think that the Bureau of Mines could well be financed 
better to do its exploratory work at no cost to the operator, like he has 
done for several years, that we will not do this year. 

The Bureau of the Budget has told us that the regular Mines Divi- 
sion work will be stopped « during the current fiscal year. There will 
be no drilling, no trenching, no sampling. 

Mr. McKinnon. Who do they plan to have take it over ? 

Mr. East. They are going to stop it. 

Mr. McKixnon. How do they expect us to develop scarce minerals ? 

Mr. East. They will expect these people who have the deposits, the 
claims, to put up the money, and then the Government will come in 
and pay its share of the matching funds. 
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Now, in some instance that works out fine. 

Mr. McKinnon. Who would administer that program? 

Mr. East. Which? 

Mr. McKinnon. The program you have just outlined. 

Mr. Easr. Why, in region 4, the Bureau of Mines, I am administra- 
tor of it. 

Mr. Watson. How much supervision will you fellows give them ? 

Mr. East. How much am I going to give them ! 

Mr. Watson. The Bureau of Mines. Are they going to tell them 
how to spend that money ? 

Mr. East. No, sir. Under the present conditions, a contract is 
given to you, Mr. Watson, for example, to drive a drift over here, 
and put in a winze, or a raise, or whatever you are going to do, dia- 
mond drill, and you have to spend it there; you cannot go over here 
and spend it. 

Now, the Bureau of Mines and the Geological Survey are required 
to go out and see that you are spending the money like you said you 
are going to spend it. We are required to go out and audit the books 
to see that you are not charging Cadillacs when you ought to be using 
trucks. 

Mr. Warrson. Fine. 

Mr. East. The money that you spend in a given calendar month 
is supposed to be in my office on a very simple form, and it shows how 
you spent, what your wage rate is, how you spent for equipment and 
so forth, and if it is in by the 15th of the month, and audited, vouch- 
ered, and paid from the Denver disbursing office immediately. 

In other words, you should have your check not later than the 20th 
of the month following the work being done. 

Mr. Warsow. Is there going to be a Bureau of Mines man to go up 
and see that work ? 

Mr. Easr. You are damned right. 

Mr. Watson. That is what we want. 

Mr. McKinnon. This is a proposed program for next year? 

Mr. Easr. It is working right now. 

Mr. McKrxnon. Did you tell me that the Bureau of the Budget 
is going to stop that program ? 

Mr. Easr. No: the Bureau of the Budget has stopped our explora- 
tory program with the Bureau of Mines. Here for several years, as 
Mr. Watson mentioned, we have had money appropriated to do dia- 
mond drilling on marginal deposits, and where it is not a good bet 
for the banker to put up the money. 

Mr. McKinnon. Don’t you think that program should be con- 
tinued ? 

Mr. East. I do; yes. You perhaps don’t know much about this, but 
some day this will be a big copper producer, and the Bureau of Mines 
did the original work and developed it enough so that one of the big 
companies took hold of it and brought it on. In other words, the 
Bureau of Mines knew what was in the Sandman. You cannot go 
out and pick up a Sandman every day, you understand, and we have 
had a lot of failures; but every once in a while you pick a good-mine, 
and that is in accordance with the history of mining, of course. 

Mr. Warson. That is what I want continued. 

Mr. East. That should be continued, and I personally am fearful— 
I am not talking officially at the moment, but I am giving my personal 
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opinions—and I am fearful that once the work is stopped that it will 
never be resumed. 

Mr. Warson. That is just what I recommend doing. 

Mr. McKrxnon. I just noticed that Congressman Granger has just 
come in. Walt, won’t you come up here and take a chair with us? 
You ought to know this mining program much better than the rest 
of us, and we should like to have a contribution from you. 

Mr. Watson. The thing I would like to see is that none of this 
money be wasted, and it won’t be wasted if you have the Bureau of 
Mines and the United States Geological Survey in the area because 
they know how to do the work. I know that a lot of these applicants 
do not. They do not have the know-how, as well as the money. 

Where the owner is willing only, and work was done, that is where 
it should be done. A lot of fellows have got properties here that 
were good producers in the earlier days. They are not interested in 
mining now, they have a stake, the old fellows are gone, the mines 
have been closed down for years, they have no organization. They 
don’t even care about making an application. 

In my case, I have not made an application, and I own 35 old mines 
alone and a lot of them were very famous producers in the early days. 
I have no organization. I think if the Government wants strategic 
metals, that there are definitely a dozen or more competent men and 
engineers who know that we have it here, and that they are idle. If 
it is true that they want only the commercial businessmen in the 
United States, I might say that we have the third most strategic metal, 
tungsten No. 1, and it isidle. It is up to the Government to rehabilitate 
those mines and get them in shape so that competent operators might 
take them over, as Mr. East said. 

They are going to develop a copper mine, and he said on the loan 
business where they will get it to a point where they can interest 
private capital, probably, and that is the thing to do, rather than to 
take these loan sharks, where you don’t know whether you are going 
to find ore or not. You know damned well you will find some ore in 
those old mines, maybe bigger deposits than the original. 

I am not as old as Brigham Young at the present time, but I know 
of plenty of mines that came in when people thought they were worked 
out and they found new ore bodies, and they were bigger mines than 
they were in the start. I saw that we should look for new mines as 
the result of an old one, rather than a wildcat, or letting fellows have 
money to spend without supervision. 

Now, Mr. East cleared up an important point for me. The Bureau 
of Mines is going in and inspecting that property from time to time 
to see that the money is being spent right, and there is no problem that 
would make them change their mind from the original. You know, 
that still looks like a good bet. That will be all right. But if the 
management is handling it, it is just throwing the money away, I 
think 90 percent of it. 

Mr. McKinnon. Thank you Mr. Watson. Do you have any further 
statements, Mr. East? 

Mr. East. I think one point should be brought out, and it is very 
critical all over the West, and that is the shortage of young miners. 
The draft boards are not paying much attention to the needs of the 
mining industry. The draft boards are taking the young men into 
the Army, and they will never come back to the mines. 
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There are many occupations in the mines that it takes a young man 
to do, and if they are drafted and go away, that is done with. The 
average age of miners in the United States has increased by 5 years in 
the last 10 years. In other words, the average age, as shown by the 
Department of Labor statistics, the young men are not going into the 
mines, and the few that do, they are taking them in the Army. 

Mr. McKinnon. That is a very dangerous trend, isn’t it / 

Mr. Easr. It is a serious matter, so far as the mining industry is 
concerned. I would like to have that in the record. 

Mr. McKinnon. Yes. Mr. Granger. 

Mr. Grancer. This may be off the record. 

( Diseussion off the record.) 

Mr. Easr. He thought while he was here, and he received no noti- 
fication that the first actual money, cash money, had been made avail- 
able to the Bureau of Mines or to the Defense Minerals Administra- 
tion for the loan that was made. These loans have all been made in 
my region since May. 

Now, this exploration money has been made available for explora- 
tion. There is another form of it that has been given to the General 
Services Administration, where the General Services Administration 
buys or guarantees to take a certain amount of material. For example, 
in the tungsten program, the General Services Administration is re- 
quired to buy all of the tungsten that can be produced up to so many 
million units, 3 million units, I believe it is, over a period of 5 years. 

Now, those are more desirable than a loan, if you have enough 
money to finance yourself. 

Mr. McKinnon. We had quite a discussion of that particular provi- 
sion in the Banking and Currency Committee, because up to now the 
GSA has been taking on a 5-year contract and putting all of their 
contingent liability in as expenditures or earmarked expenditures on 
the whole thing for 1 year, and it sinks the program. 

In the new bill coming out on the floor next week for debate, we 
have written it differently, so that they have to make a contingent 
liability year by year. 

Mr. East. I don’t think GSA will ever buy a pound of the tungsten. 

Mr. McKinnon. They won't have to. 

Mr. East. That is right, but it is my understanding that they have 
to be ready to buy. 

Mr. McKinnon. They wanted to have it, at one fell swoop, and it 
made the program look lopsided. As I understand the thing, Mr. 
Watson’s point was that he would like to see the Bureau of Mines go 
in and explore and develop these mines, whereas your present program 
is worked on a cooperative basis, for exploration and development ? 

Mr. East. That is right. 

Mr. McKrxnon. I feel that your program, as it is now, will do the 
development work necessary in this defense effort. 

Mr. East. How is that again? 

Mr. McKrxwnon. Do you feel that your present program, as it is 
being carried out, will do a good job of developing the scarce materials 
we need? Would you advocate a recontinuance of the program that 
Mr. Watson outlined ? 

Mr. East. I think the old exploration program of the Bureau of 
Mines should be continued. 
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Mr. McKinnon. And done directly by the Bureau of Mines? 

Mr. East. Yes, sir. 

Mr. McKinnon. You think that would yield far more development 
in scarce materials that we need than simply the program we have 
now! You would like to have both programs? 

Mr. Easr. Both programs; yes, sir. You can go to a bank today, 
and you have got an outcrop of a good grade of ore, and you want the 
money to drive a drift in to get it, and I will gamble that you cannot 
raise any money from a bank, isn’t that right? 

Mr. Watson. Absolutely right. 

Mr. McKrxnon. Mr. O'Donnell, what does the Reconstruction Fi- 
nance Corporation do on a thing like that? Let’s see what the Recon- 
struction Finance Corporation might do. 

Mr. O’Donnewt. The Reconstruction Finance Corporation has au- 
thority to make mining loans, but you realize the credit limitations 
in the RFC are pretty rigid, and I think that the work that is being 

carried on by the Bureau of Mines today will be far and away above 
the authority which the RFC presently has, from a credit standpoint. 
Our mining loans and business loans and others are made on sound 
credit, on a sound credit basis, and I don’t think that is the problem 
you have here. You are talking about exploration and veal sector 
of old mines. 

Mr. McKinnon. Suppose the Bureau of Mines goes in and locates 
a mine with an ore body that looks like a good thing, and the Bureau 
of Mines certifies the fact that-every indication is that the thing offers 
a sound development, and the operator himself does not have the 
finances to develop it, then what provisions do you have to develop that 
mine at the present time, Mr. East ? 

Mr. East. We have no provisions, unless the operator can put up 
the money. 

Mr. McKinnon. Now, if you certify to the fact that every indica- 
tion looks to a good investment, would that have any influence in help- 
ing them getting a loan from RFC / 

Mr. O’Donnext. It would help, Congressman, but I don’t think 
it would be sufficient to put over a loan, on the assumption that the 
mine owners do not have either the machinery, equipment, or money 
necessary, because an RFC loan might be so secure as to reasonably 
assure repayment. 

We have a statement from the Bureau of Mines that to the best of 
their knowledge the ore is there, but we don’t have the collateral in 
the case to permit us to make a loan under the present law. 

Mr. McKinnon. What would be so different between a mining loan 
of this type and a defense production loan to expand, develop, or even 
build completely a new plant / 

Mr. O’Donnett. When you are talking about defense production 
loans, in that case the Defense Production Administr: Aa has the 
authority to sents and direct the RFC on terms and conditions de- 
termined by the Defense Production Administrator, and we have no 
responsibility—and we have no responsibility—well, I won't say we 
have no responsibility—but under the Defense Production Act, as 
distinguished from the peacetime Reconstruction Finance Corpora- 
tion law. 

Mr. McKinnon. Here, if the Defense Production authorities certify 
as to the need of a given plant that is not even started yet, and they 
have no collateral, then what? 
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Mr. O’Donnewt. They ask us to make the loan and we do it. 

Mr. McKinnon. What is the difference between having the DPA 
do that type of a matter, and on the other side having the Bureau 
of Mines certification to develop a mine? 

Mr. O’Donnet. The only difference is that the Bureau of Mines 
have the authority to direct the RFC to make a loan under terms and 
conditions of the Defense Production Act. 

Mr. McKrxnon. That comes back to Congress giving authority ’ 

Mr. O’Donne ut. I think the authority rests with the President, 
with the right to redelegate—— 

Mr. McKinnon. For plants; but not for mines. 

Mr. O’Donne tt. So far as I know, I would like to have Mr. Tackel 
undertake this subject. 

Mr. Tacxer. That is delegated entirely to the Defense Minerals 
Administration. 

Mr. McKinnon. Under the NPA? 

Mr. Tackxer. No; that is under Interior. 

Mr. McKrynon. Do you know whether they have the power at 
the present time to make a certification like that? 

Mr. Tackxer. No; they do not. There is not that power in the 
Deferise Production Act. 

Mr. Grancer. There is one more question I would like to ask. Do 
I understand you to say now that we have enough loan ore bodies in 
all properties so that we can meet the needs now for strategic mate- 
rials that we need ? 

Mr. East. No, sir. You misunderstood me. I say that we do not 
have. 

Mr. McKinnon. You do not know; do you? 

Mr. East. Take copper, for example, according to the records. if 
all the copper that were mined in this continent and South America 
came to the United States we would still only have about half enough. 

Mr. Grancer. How do you intend to find them other than the 
method you are using? How do you intend to find the minerals to 
make new discoveries ? 

Mr. East. In the coming fiscal year we cannot. We have no money 
to spend for exploration. 

Mr. McKinnon. You mean the Bureau of Mines? 

Mr. East. The Bureau of Mines. 

Mr. McKinnon. There is no program that will do that? 

Mr. East. No, sir. 

Mr. Grancer. That is only because of the lack of appropriation, 
is it not? 

Mr. East. That is right, and the instructions of the Bureau of the 
Budget. 

Mr. Granoer. Under the Defense Act, I understood there was 
money there to be loaned that was not to be matched, isn’t that true ! 

Mr. Easr. There are no direct loans—— 

Mr. Grancer. Have you made any direct loans? 

Mr. East. To my knowledge; no. 

Mr. Grancer. Why? 

Mr. East. I don’t know. We have recommended several, but they 
have never come to light. They go to Washington, and I don’t know 
what happens there. 

Mr. ro 2 * artnet Whom do you recommend them to? 
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Mr. East. James Boyd, and I know several of them that have been 
mat to the DPA. I guess it is the Defense Production Authority, 
is it? 

Mr. McKrynon. The Defense Production Administration. They 
die back there for some reason or other ? 

Mr. Easr. Yes. 

Mr. Grancer. Do you know how many loans you have of that kind, 
how many applications and approved loans that you have approved / 

Mr. East. These are all eatienions for loans. I don’t know how 
many there are, but there is just a heck of a lot of them. 

Mr. McKinnon. Would you submit that for the record so that we 
can go into that a little further? 

Mr. East. I would rather not, but I will if you wish. 

Mr. McKrwnon. I think it would be helpful. We are trying to get 
this program expedited. 

Mr. Easr. It doesn’t tell you much. It tells you where the work 
is and what has happened to them. 

Mr. Datmas. We would like to have a copy of it. 

Mr. McKinnon. Send a copy to Mr. Dalimas. 

Mr. East. Where will you be Monday, Mr. Dalmas? 

Mr. McKinnon. Send them to Washington, care of the House 
Small Business Committee, room 129, Old House Office Building, Mr. 
East. 

In this rehabilitation program, are you having anybody tell you they 
don’t want to rehabilitate a mine because of the price situation, OPS 
ceilings, or anything else connected with the price of the mineral 
itself ¢ 

Mr. East. A miner always cries that the smelter and mill is rooking 
him. 

Mr. Damas. For instance, you have 24-cent copper now, and we 
had a man in Spokane tell us, who has a very substantial copper mine, 
that it has been down for some time, and he says, “If I can get 2114 
cents for that copper I can produce a lot of copper.” Do you run into 
that down here ? 

Mr. East. Yes, sir; we have where they claim their margin. 

Mr. Datmas. Isn’t the General Services Administration authorized 
to buy this premium-priced metal and put it in stock ? 

Mr. East. It is my understanding it is. 

Mr. McKinnon. Are they buying any that you know of? 

Mr. Easr. I don’t think any has been offered. 

Mr. Datmas. There has been nothing done to encourage the reopen- 
ing of mines pricewise ? 

{r. McKinnon. They cannot very well offer copper and minerals 
until they have them. 

Mr. East. That is right. 

Mr. McKinnon. They cannot develop it until they have the money 
to get it out of the ground. 

Mr. East. That is right. 

Mr. McKinnon. Mr. Watson? 

Mr. Watson. I don’t know as I have made myself clear. I per- 
sonally know 20 mines, and that is a conservative estimate, that 
have ore, and the owners have no organization to operate that mine. 
They are not specially interested in opening the mine. The heirs 
have it now, and they got it from the old folks, and they are not 
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especially interested. They have no organization. Private capital 
won’t go in and open a mine that way. 

Mr. McKinnon. Not even on 50-50 or 90-10? 

Mr. Watson. They are not making applications for loans. 

Mr. McKinnon. How would you get that started ? 

Mr. Warson. The Bureau of Mines rehabilitation, it will open 
them up, it will pump them out, or see what is the matter with them, 
and if it looks like a good bet, you can get private capital to come 
in and get organization to get going and develop that rather than 
going out on a wildcat looking for ore on a long shot. There are 
plenty of mines owned by estates and owned by heirs, and in some 
cases owned by fellows who don’t want to go in and borrow money. 
Their mines are out of debt, and they say, “If the Government needs 
this metal, let them go in and rehabilitate that mine a little.” So 
private operators can then go in and see it. Under bond they will 
make arrangements with the owner, and you will get that ore right 
off the bat, mght now, as I state in here. 

Mr. McKinnon. You tell me you have a tungsten mine at the 
present time? 

Mr. Watson. Yes. 

Mr. McKinnon. Are you mining it at the present time? 

Mr. Watson. No. 

Mr. McKinnon. Why? : 

Mr. Watson. Well, I have no organization. 

Mr. McKinnon. Don’t you think that it is the responsibility of 
free enterprise to set up an organization? You don’t want the Gov- 
ernment to do it all the time? 

Mr. Watson. As I told the President’s Executive Committee in 
the big application I filled out for them in the case of tungsten, it 
takes a mill to make it marketable. Every deposit of tungsten in 
the United States, it would take a mill to put it in marketable con- 
dition, that is, to get a 60-percent concentrated ore. 

Mr. McKinnon. How close would the mill have to be to the mine? 

Mr. Warson. It should be reasonably close; Salt Lake for Utah. 
He is hamstrung, he has a good tungsten mine, but he cannot sell it 
because he cannot concentrate it. 

As I told the executive to the President’s committee in that ques- 
tionnaire they sent me, they say, “Why won’t private capital build 
this mill?” and I tell them why, that the minute the emergency is 
over you can get tungsten laid down here from China for a tenth 
of the present price the Government is offering for it. One-tenth. 
And they make money. 

So that is not an investment for private capital. They won’t build 
that mill. Private capital won’t do that, never. It is up to the 
Government to put in its mills and put it in marketable condition, 
I mean, so that it can be milled or sold. 

Mr. McKinnon. You think it would be cheaper for the Govern- 
ment then, if the Government were to establish a guaranteed market 
for a period of years? 

Mr. Watson. Well, either one, you are going to do both, but right 
now, for instance, here I have got a good tungsten mine, and I am 
hamstrung. I have no mill, and private capital won’t put up the 
money. If I had it, I haven’t got it in the first place, but they won't 
put up the money to build that mill, because the minute the emergency 
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is over you will get all the tungsten you want for one-tenth of the 
present price. Therefore it is not a good private investment. 

On the other hand, you have seen lately where they come out and 
give everybody hell about this tungsten business, because they didn't 
have a stockpile. All the agencies are responsible for that. They 
give them hell just in the last couple of days. } 

All right, that is going to continue. Our hands are tied. I have 
no place to send that ore. The millers won’t take it. r 

Mr. East. May I offer something at this point? This next Tuesday 
there is going to be a meeting in Denver between the General Services 
Administration and the ye be Minerals Administration, and vari- 
ous operators of mills, of tungsten mills, in trying to arrive at a solu- 
tion for the Boulder County tungsten and Utah tungsten, to find out 
what is the logical thing to do. ‘ ' 

There are people coming from Washington, Seattle, San Francisco, 
and Mr. Klein here, and we are bringing some people from the Defense 
Minerals Administration from Washington. 

Mr. McKinnon. Mr. East, this committee will be very much inter- 
ested if after that meeting is held anything is decided, if you will drop 
us a note and let us know what the action was. Of course, I came from 
an area that has a little bit of mining in it, relatively little. I have 
a number of my colleagues in California, Clair Engle, particularly, 
who is very much interested in this. I know what a kicking around 
he has been taking due to the apathy or the lack of a program for 
some reason or other why we cannot get this thing under way. 

The whole basic start of defense rests with having minerals, and 
there seems to be no sense in providing a lot of money for plants and 
a lot of other things to convert this material, until we originally 
convert the material that we are very much interested in from the 
Defense Production Act standpoint. 

Mr. East. A lot of the House and a lot of the Senators, when they 
see a manufactured item, they don’t realize that somebody is working 
underground to get that metal out, and they are not very much inter- 
ested in the miner. ‘They are interested in it after it gets to be in the 
plate form or billet form, and that is what has hurt us. 

Mr. McKinnon. Thank you, Mr. Watson and Mr. East. 

Now, our next witness will be Mr.——but before we do that, will you 
see that Mr. Watson’s statement is made a part of the record? 

(The statement prepared by Mr. Watson is as follows :) 


STATEMENT SuBMITTED BY GeorGE H. WATSON, PRESIDENT, GENERAL MANAGER AND 
PRINCIPAL STOCKHOLDERS OF THE ALTA UNITED MINES Co.; ORGANIZER OF THE 
GREAT AMERICAN PROSPECTORS’ ASSOCIATION ; Mayor OF Romantic Atta, Uran 


My name is George H. Watson, and I come here before you today as president, 
general manager, and principal stockholder of the Alta United Mines Co., as 
organizer in 1932 of the Great American Prospectors’ Association, representing 
some 1,800 prospectors, and as mayor of romantic Alta. 

As president, general manager, and pricipal stockholder of the Alta United 
Mines Co., I would like to tell you that the Wage and Hour Division, Depart- 
ment of Labor; the Tax Division, Treasury Department; and Mining Division, 
Bureau of Mines, car do more to cause increased production of strategic minerals 
than any other departments of the Government, 

The Bureau of Mines is now organized along the right lines and its influence is 
being left already. We hope that this great Bureau will not be hamstrung on 
account of insufficient funds and that their efforts are not offset by Wage and 
Hour Division of the Department of Labor, and the Tax Division of the Treas- 
ury Department. 
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The Department of Labor should see to it that strategic metal miners are well 
paid for their work and that no unreasonable demands are made for the dura- 
tion ; and it should further see to it that lessees of strategic metal mines be not 
classed as employees of the individual or company owning the mine. 

The Treasury Department should see to it that strategic metal production is 
not taxed to death, and should be made to realize that production of minera|s 
is in a Class by itself and should not be taxed as high as other lines of business 
When a ton of ore is taken out of a mine, the mine is made just that much less 
valuable. 

That is the thing they don’t seem to understand. They say, “Why should that 
horny-handed miner get any different tax rate than the other fellow.” I don't 
know what is the matter with those fellows back there that they can’t see that. 

Take a ton of hay off the land, but the land is still there. It will grow next 
year ; but a ton of ore taken out, and it is gone. 

Other things causing shut-downs and discouragement among small-mine opera- 
tors are, first, the operators are somewhat confused on account of the numerous 
State and Federal commission rulings which have the effect of law ; second, smal!- 
mine owners and prospectors are not in a position to make intelligent applica- 
tion for loans in order to place their mines in production; and, third, on account 
of being required to make application to the Securities Commission whenever 
they want to raise the finances necessary to place their small mines in operation 
by the sale of stock before they can go out to the public to raise the funds; this 
would take considerable time and expense. So the small-mine owner and pros- 
pector is blocked on account of the time and expense necessary. 

Any thinking man is not going out to try to finance a mine like we used to. 
Inasmuch as you Government men have ruined our chances of financing through 
the public, then it is up to you to put up the money. 

I am trying to get some constructive stuff across here, and you poke a hole in 
it anywhere. I would like to have anybody do it right now. 

After lengthy consideration of the subject matter, the quickest way to get 
strategic metals out of the ground is for the owners to grant leases to the United 
States of America. If you need the strategic metals, there is the only way in 
God Almighty’s way to do it, and that is for the Government to take leases “for 
the duration only” from the small-mine operator who hasn't the money to ready 
his mine for production. 

Mind you, now, we don’t want any more new boards. That is understood right 
now. We want a lot of them reduced. We have the finest mines bureau now 
in the world—the Bureau of Mines. And the leases that the Government takes 
on these mines—that everybody knows were mines and that there is either a 
water problem or a fault problem or a lean spot to go through. 

I am connected with 35 old producers; and when they take these leases from 
the owners who are not in a position to ready their mines for production, for the 
duration of the war only, and ready them for production through the Bureau of 
Mines—you don’t need to hire any more boards. Let the Bureau of Mines direct 
that work; they are competent. Give the Bureau of Mines some money, rather 
than trying to have two or three hundred men going over applications for loans 
that are half made out. And I have seen hundreds. Let the Bureau of Mines 
handle that under a lease, and then you will get strategic metals and get them 
quick, if you want them. 

I suppose there are forty or fifty thousand corporation income taxes filed 
every year where the corporation had no income. Besides ali the work it puts 
on the company filing, it must have taken several hundred men to examine to 
find whether or not they had any income. Why not have it as the individual- 
if you didn’t take in up to a certain amount you don’t make any report. It is 
so simple to get by without making all that out. There must be a couple ot 
hundred men there at least. Those fellows—I would put them mucking. If you 
want strategic metals let them wear that 70,000 feet a day on the boots, and 
the fellows will be happier and healthy. 

There is no question about doubling the present production of the small mines, 
and getting it back to where it was. It will go right back there right away. 

The Bureau of Mines needs money to do work on properties they have ex 
amined. Why not give them some money to do it? Why hamstring them? The 
United States Geological Survey went up to Alta and found fine indications of 
tungsten, and called the attention of the Bureau of Mines to that fact: and the 
Bureau of Mines in no time was there, because they got the tip from authority. 

Let the Bureau of Mines take a lease on that property that shows any con- 
siderable development, and they will put it into a producer in no time. They are 
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not going to take over something that will take 10 years to get ready, but some- 
thing which will produce right now. I have got 35 of them myself. They are 
old producers. They are just sick for the time being. They need new tracks; 
the tunnels are caved, or they need a new winze. 

As scribe of the Great American Prospectors’ Association and representing 
some 1,800 prospectors, I have the following to say: 

A resolution was adopted to cover this situation. This resolution was adopted 
by the Great American Prospectors’ Association, as follows: 


“RESOLUTIONS OF THE GREAT AMERICAN PROSPECTORS’ ASSOCIATION 


“Whereas the Western States of the United States of America is one of the 
richest sections in the Union in natural resources, possessing the largest copper 
deposits in the world; the largest deposits of iron in the world; rich deposits 
of silver, lead, zinc, bismuth, manganese, tungsten, vanadium, magnesium, an- 
timony, and gold; vast areas of carnotite (radium); enormous deposits of alu- 
nite (potash and aluminum); salt beds of enormous acreage; hydrocarbons 
of untold extent; mountains of sulfur and gypsum; coal deposits in character 
and quantity that are unexcelled; and 

“Whereas in all of its history the peoples of the western United States have 
uniformly extended a hearty welcome to prospectors; and 

“Whereas the natural resources, advantages, and wealth of this area, great 
as they are, and productive as they have been, are only prospected upon the sur- 
race and are chiefly undeveloped ; and 

“Whereas only a small portion of this area is owned by men and companies 
who have the ability and the necessary funds to adequately develop and produce, 
and the balance of this great area is owned by so-called small-mine owners and 
prospectors ; and 

“Whereas these small-mine owners and prospectors cannot adequately develop 
and produce at this time on account of the fact that: 

“First. They are somewhat confused on account of the numerous State and 
Federal commission rulings which have the effect of law; and 

“Second. Small-mine owners and prospectors are not in a position to make 
application for a loan in order to place their mines in production on account of 
the fact that it would take several thousand dollars to furnish the information 
deemed necessary on the application blanks for a loan; and 

“Third. On account of having to make application to the Security Commission, 
if the small-mine owner and prospector wants to raise the finances necessary 
to place their small mines in operation by sale of stock and then go out to the 
publie and raise the funds which would take considerable time and expense so 
the small-mine owner and prospector is blocked on account of the time and 
expense necessary ; and 

“Whereas many small-mine owners and prospectors have developed deposits 
of the minerals necessary for national defense which need from $20,000 to $30,000 
each to ready their mines for production, and they are ready and anxious to 
help out in the present emergency and in many cases have so expressed them- 
selves to the officers of the Great American Prospectors’ Association; and 

“Whereas it appears after lengthy consideration of the subject matter that 
the quickest way to get these minerals out of the ground is to grant leases to 
the United States of America for a period of the duration of the war on a low 
royalty basis: Now, therefore, it is 

“Resolved, That this association recommends that the United States of America 
obtain leases on small mining properties where the owners are not in a position 
to ready their mines for production for the duration of the war, and ready them 
for production through the Bureau of Mines; and be it further 

“Resolved, That the Great American Prospectors’ Association does hereby 
offer to the United States of America its good offices and services in seeking out 
and presenting small mines which they consider worthy of opening up and to 
do all matters and things necessary to carry this resolution into full force and 
effect.” 

As mayor of romantic Alta, I would like to see the lessees going back into the 
old camp and see the hustle and bustle as in the good old days when some 5,000 
hopeful souls resided there. I would like to see the Gold Miner’s Daughter and 
the Bucket of Blood in full swing again, and the old mining camp colonies airing 
their self-prided views. 
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BIMETALLISM IS NECESSARY 


Sound money, 14 ounces of silver to 1 ounce of gold, is undoubtedly the proper 
ratio, as it is based on the comparative quantity of production of these metals and 
comparative costs per ounce of production. This bimetallism is the only sound 
currency and should be the basis of our money and should be adopted immediate, 
for a period of at least 100 years. Thus is there hope of real confidence in our 


currency and bonds. 
I further ask that the testimony taken here will get the right-of-way by the 


Congress. 

A ghost town today, fellows, but once, for years, the biggest mining camp in 
the State of Utah. The owners want to help out in this war effort, and are 
blocked. Our own Government has blocked us in financing them. Yes, you are 
guilty as hell. Our own Government has blocked us on financing these opera 
tions—that is right—and now you have got to put up the money, and get at them. 
They are yours. We insist on intelligent direction of the work, not by some 
boards that don’t understand the situation. It has got to be by competent—and 
in the case of mining, it has got to be by the Bureau of Mines. 

I thank you. 

Mr. McKrywnon. Now, sir, I believe you were going to say some 
thing. 

Mr. Smoor. My name is I. A. Smoot from Salt Lake City, and | 
am speaking for myself, relative to these loans on exploration and 
production loans, the applicant has to send his application to Wash 
ington, and it is held up indefinitely. Then it is referred back to 
Denver. 

Mr. McKinnon. You make your original application to the Bureau 
of Mines in Washington ? 

Mr. Smoor. Yes. Then you send a man down with influence to 
get it out of that committee, and he has about 80 or 90 loans out of 
1,600. 

Mr. McKinnon. A very small percentage. 

Mr. Smoor. I am speaking in the interest of having it expedited, 
if they will put the responsibility on the Denver office, why not send 
the application to the Denver office, rather than send it back to Wash 
ington / 

Mr. McKinnon. That is just hind part to in comparison to where 
our agencies are working, where it has a local office, and then it is sent 
to Washington, they put it in the local office first and then it is sent 
to Washington. 

Mr. Smoor. Anything that will expedite it. A lot of people asked 
me to speak to you about that. They send out an application and that 
is the end of it. 

Mr. McKrxnon. Thank you very much. Thank you, Mr. East. 
again, and thank you, Mr. Watson. I think you have made your case 
very clear and that you have made a very good case. 

Mr. O’Donneti. May I make one observation for the record? I 
was not quite clear with respect to the authority under the Defense 
Production Act, and in talking with our manager, I find that the 
RFC has processed and made credit checks on some applications which 
have been filed contemplating a loan under the Defense Production 
Act. 

Now, I am not sure of the credits, that is, whether the Defense 
Production Administrator is the man who certified it to us, or the 
Defense Minerals Administrator, but it is under the same authority, 
and some of those applications are in process at this time. 

[ was satisfied that the authority existed under the Defense Produc 
tion Act, but I was not sure of the mechanics. 
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Mr. McCormick. I would like to make a remark so far as the OPS 
is concerned : We have found in the case of this one miner, a case that 
has come to my attention, a man who is a copper-mine operator, and 
he says that he could operate properly and successfully, I understand, 
because he says that when he leaches the copper, that his problem is 
to straight-mine it, and to establish a mine, or reestablish a mine that 
has been down 2 to 4 years, and out of operation. 

We found that his case had been considered by the industry com- 
mittee, along with others, and that the industry committee had rec- 
ommended that the 2414-cent price, which is not a general price, but 
is an average price charged by the average—or received by the aver- 
age mine operator—some are higher—was adequate for the purposes 
of our administration. Their recommendation was that the Defense 
Minerals Administration take up the matter of the mine operator 
who needed reestablishment, rather than come into our agency and use 
price control as an incentive. 

That is why that case is the one matter we have talked about on this 
straight mining is today at Dr. Boyd’s office of the Defense Minerals 
Administration. 

I might say this, too, that we in the OPS are very much alert to the 
necessity for additional minerals. We need strategic minerals. There 
is nothing we have in mind that will block any of this work. We feel 
in this particular case, again to clarify the record, that this one mine’s 
problem belongs to Dr. Boyd and Defense Minerals Administration. 

Mr. McKinnon. Thank you, Mr. McCormick. 

Thank you, Mr. Watson. 

Mr. Watson. Thank you. 

Mr. McKinnon. Now, our next witness will be Mr. Lee, of Alsco 
of Utah, Inc. Has Mr. Leecome in? Apparently not. 

Then our next witness will be someone who represents the Inde- 
pendent Oil Refineries. Are you representing them ¢ 

Mr. VaLentine. I am here from the Western States Refinery. 

Mr. McKinnon. Well, we have a witness scheduled here represent- 
ing the Independent Oil Refineries. Would that be your group / 

Mr. Vatentine. It probably would be; yes, sir. 

Mr. McKinnon. You are representing yourself or the association ? 

Mr. VaLentrine. I am just here as a representative of the Western 
States Refinery Co. 

Mr. McKinnon. Are you here to testify ? 

Mr. VALENTINE. Well, yes, I think so. 

Mr. McKrynon. All right, sir. If you will come up and identify 


yourself for the record. 


Mr. VALENTINE. J. Valentine. 


STATEMENT OF J. VALENTINE, REPRESENTING WESTERN STATES 
REFINING CO., NORTH SALT LAKE CITY, UTAH 


Mr. McKinnon. Who do you represent, sir? 

Mr. VaLentine. Western States Refining Co. at North Salt Lake. 

Mr. McKinnon. That is an independent refinery / 

Mr. VALENTINE. That isan independent refinery. 

Mr. McKinnon. Fine, proceed. 

Mr. VaLentine. I just got in. I don’t know what information it is 
that you want, that bs Gling requested. 


86267—51—-pt. 3——-48 
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Mr. McKrxnon. Well, we have no particular information to request 
of you, Mr. Valentine. We thought that, the Independent Oil Refin- 
eries had made a request to be heard on some of the problems they are 
being faced with during this mobilization period. 

Mr. Vactentine. I see. Well, we do have some problems, yes. 

I might say that our plant has grown up during this period of con 
trols, and we began building it back in 1946, and we got a lot of good 
help in getting steel from the Senate Small Business Committee, and 
also the committee of the House, and the National Federation of 
Industrial Business. 

A year later, why, we had the same problem in getting crude oil, 
and we got additional assistance, and got enough oil to get us into 
business. 

We began an expansion program a year ago, and I have run into 
difficulties on getting the materials that we needed to complete it. 

Mr. McKinnon. What sort of materials / 

Mr. VaLentine. Steel pipe and financing. 

Mr. McKinnon. Steel pipe and financing? 

Mr. VaLentine. Yes, sir. 

Mr. McKinnon. What is the present status of your case / 

Mr. Vatentine. Well, I think that one of the biggest problems that 
confronts a lot of little business is the amount of confusion that you 
get, that comes from the different departments in Washington. 

You find all these articles in the press about what is going to be done 
to help the defense effort, and what is going to be done for little 
business, and I might say this, that at the time the Korean War broke 
out we already had an application in for an RFC loan. We had 
accumulated a considerable amount of material, and then when all this 
information came out in the press we switched over to a defense loan. 
We also made an application for a certificate of necessity and a prior 
ity for steel. We were granted our certificate of necessity. We were 
granted a-priority and received part of our steel. 

The RFC, on a tentative basis, approved our loan application. 
That came out even in the press, and we went ahead and executed a 
contract for the erection of this catalytic cracker, which is part of our 
plant, and 3 weeks or more after this happened, why, we received word 
from PAD that our application for a defense loan was turned down. 

Of course, that threw us all into a tailspin. 

Mr. McKinnon. You have no official notice from the agency, but 
you only read something in the newspapers ? 

Mr. Vaventine. That is right. 

Mr. McKrxnon. Well, you cannot take that officially. 

Mr. Vaventine. That is right. But you can see how confusing it is, 
nevertheless. 

Mr. McKinnon. I will go along with you that a lot of our orders 
are confusing, but I do not think that you should allow the newspaper 
write-ups to confuse you. You placed your order for an application, 
for a loan or for steel ? 

Mr. Vacentine. The thing that confuses us is this, we did not rel) 
on the newspaper reports, but if we are eligible for a certificate of 
necessity, and if we are eligible for steel, why weren’t we eligible for 
the assistance we needed from PAD? 

Mr. McKinnon. What assistance did you need from them ? 
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Mr. Vatentine. We applied for $1,022,000 loan, and the RFC 
approved it on a tentative basis that we would raise $300,000 ourselves. 
They would loan us $300,000, and they would underwrite the balance. 

Mr. McKinnon. I see. Now, you got a turn-down from PAD, but 
you got approval from everybody else? 

' Mr. Vatentine. Yes. 

Mr. McKinnon. Where do you stand? What have you done about 
that? 

Mr. Varentine. Well, I think we have made our need—we have 
taken care of our needs through private sources. The reason we are 
here is because we thought some of our experiences might be helpful 
in working out a program for other small business. 

Mr. om Geealed 4 What would you recommend in that regard ? 

Mr. Vatentine. Well, I think that on PAD there should be smaller 
business people having a fair representation. 

Mr. McKinnon. They don’t have that representation of the small 
firms? 

Mr. Vautentine. I don’t think there are more than one or two small 
refiners represented on that body. 

Mr. McKinnon. What else would you suggest, Mr. Valentine? 

Mr. Vatentine. And in terms of emergency, like this, where we are 
trying to expand our businesses rapidly in order to help the war effort 
out, and to do the job that has to be done, I think that maybe if PAD 
is not to go along and make any loans to small people who are in the 
oil business, that maybe some modification of the RFC’s program 
might be helpful. 

For instance, suppose you have a refinery that is making a profit 
and meeting its obligations, and their expansion program has to be 
gone into faster than out of their normal earnings, or faster than they 
can sell stock, because of shortages and because you have to accumu- 
late material rapidly, say you had a plant worth a half million 
dollars, and you needed to expand it larger than that. Would it not 
be possible for the RFC to grant you a half million dollars, in other 
words, to match your money with RFC’s money, and then as you raised 
additional funds to complete the project, say you needed another 
$500,000, if you raised another $250,000, that you could get RFC to 
match that money as it came into the picture, so that you would not 
have to wait until you had raised $300,000 or $400,000 before you 
could start on your program ? 

Mr. McKinnon. Mr. O'Donnell, would you like to make any any 
comments on that proposal ? ; 

Mr.O°’Donneti. Well, that certainly could be considered, Mr. Chair- 
man. Whether or not we can give a categorical answer, it would be 
quite a problem without knowing all the other factors involved. 
There is no rule of thumb for credit. It just doesn’t operate on a slide- 
rule basis. But it has been considered in the past that if a man was 
able to match dollars, that it would merit consideration. Now, 
whether taking all the other factors into consideration it would be 
favorable, would depend on the other factors. I don’t know what they 
are. Do you have an RFC loan at this time? ; 

Mr. VaLentine. Yes; we do. 

Mr. O’Donne.y. And you were seeking, if I understand you cor- 
rectly, you were seeking a million-dollar loan ? 

Mr. Vatentine. We applied for $1,022,000 loan. 
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Mr. O’Donnewt. What is the net worth of your company? What 
is your equity in the company today ? 

Mr. Vatentrne. The company including its inventory ? 

Mr. O’Donnewt. The net worth on your balance statement is what | 
am seeking. 

Mr. VaLentine. Well, I would say from $750,000 to $800,000. 

Mr. O’Donnewt. And you are seeking an additional million dollars ? 

Mr. Vaventrne. That is right. 

Mr. O’Donnext. In connection with this turn-down by the PAD, 
Mr. Chairman, in every instance where a man is seeking credit, the 
RFC does its level best, within its limitations, to make a loan under the 
peacetime lending authority, before resorting to emergency funds 
under the Defense Production Act. ; 

So the very fact that the loan went over to the Defense Production 
Administration for consideration indicates that the RFC could not 
make the loan, and it was first turned down before it was sent over 
for consideration. Consequently, if the PAD would not certify a 
loan on more liberal credit terms than we were able to make, under 
our law I don’t see that the man has any further recourse, under the 
present legislative authority that is outstanding. 

Mr. McKinnon. Well, it seems confusing to get a certificate of 
necessity and not have it followed through. 

Mr. Vatentine. Here’s what they told me. PAD made no loans to 
any refinery, regardless of their condition. In fact, PAD, within the 
scope of their limitations, made two trips over to RFC to try and get 
them to assist us in putting this deal together. 

We got an off-the-cuff sort of assurance that if we could, it was put 
to us this way, if we could raise $300,000 ourselves, or get an under- 
writing for $300,000, that the RFC themselves would endeavor to put 
the loan together for us. 

Mr. McKrywnon. That would improve their equity situation ? 

Mr. O’Donnett. Then it would be having a million dollar equity in 
the company, or a 50-50 proposition. 

Mr. VaLentrne. The question that I have is that it takes a small 
company several months to raise $300,000, and in the meantime, we 
had contracts for lead and steel and other critical materials lined up, so 
could the RFC program during an emergency case of that kind be 
modified so that you could get enough money to tie up the steel and 
put up your money dollar for dollar with them ? 

Mr. O’Donnext. It could be modified, but it can only be modified 
by the Congress, because we are operating under the same law in 1951 
that we operated under in 1947, before this police action in Korea 
occurred. We are operating under a peacetime law which up to this 
point has not been changed 

Mr. McKrxnon. Now, I think Mr. Valentine, that Mr. Dalmas can 
tell you some of the action we have been taking recently. 

Mr. Davmas. I would like to say this about PAD leans that, of 
course, we all know that most of the oil companies don’t need any 
loans, and that is probably the reason they have not made any. I don't 
think they would take exception to the fact that they don’t want to 
make a loan, because they have not made any. I don’t know whether 
that is their basic reason or not. 

Mr. Vatentine. Well, of course, they probably think that the oil 
industry could expand without PAD’s assistance. 





it 
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Mr. Datmas. The House Small Business Committee, as Chairman 
McKinnon has indicated, has introduced legislation and recently suc- 
ceeded in having legislation attached to the defense-production bill, 
which is now under consideration, to set up a small defense plants 
corporation. 

Incidentally, when we left Washington, there ware 255 cosponsors 
of this legislation, and both Congressman Granger and Congressman 
McKinnon are cosponsors. 

This legislation, so far as financing is concerned, sets up $100,000,000 
under the Reconstruction Finance Corporation to be loaned on the 
recommendation of the small defense plants corporation under exactly 
the same conditions as defense loans are now granted under the Defense 
Production Act. 

Those loans are to finance plant construction and enlargement, and 
so on, 

Mr. Vatentine. Will they be available to refineries? 

Mr. Dautmas. They will be available to every type of business that 
was designated as small business by this corporation under certain 
standards set up in the act. 

Mr. Vauentine. I think that is a wonderful idea. 

Mr. McKinnon. Mr. Granger. 

Mr. O’Donne tt. First, might I comment, Mr. Chairman, if that 
legislation—I mean this proposad bill—becomes law, it will permit 
the RFC to make loans on more liberal terms than we presently can 
under our existing law. 

Mr. Damas. To small business. 

Mr. O’Donnet. To small business, that is right. 

Mr. McKinnon. Mr. Granger, do you have a question? 

Mr. Granger. No questions, Mr. Chairman, but I do know the diffi- 
culty that Mr. Valentine has had. I think I got just about as confused 
as he did before we got through with it, and it is a gratification for me 
to know now that the loan was disapproved because I never could get 
that out of anybody back there. It was always hanging fire, that just 
something else was in the way, and when it was removed it was going 
to go through, but it has finally been disapproved by the RFC, I under- 
stand. 

Mr. Vatentine. That is right. 

Mr. Grancer. That isan answer I have tried to get for a long time— 
either that it was approved or disapproved. 

Mr. VaLenttne. Yes, sir. 

Mr. Granger. It was not only newspaper reports that confused this 
situation. There was a lot of confusion in it and he can justify the 
statement that he has made that there was a lot of confusion on the part 
of the agencies who were attempting to administer the act. 

I agree with him, after making an investigation, especially as to the 
oil industry, that the independents are not represented on PAD. 

Mr. Vatentine. There is 1 out of 11 that is small business and the 
rest of them major oil companies. 

Mr. Grancer. We have made a big noise about that. I have talked 
to the chairman of your committee about it and he had hoped that you 
would do something about it; that there should be just representation 
for all, both little and big business, on that committee. 

Mr. McKinnon. That is one of the grave worries in Washington, 
the fact that all volunteers that are coming in to help these programs, 
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alarmingly enough are big businessmen. They are not dishonest, but 
they just think that way. 

Mr. VaLentine. From those men’s viewpoints, they were doing 
the very best thing for the country, I agree with you. 

Mr. McKinnon. We must have another offsetting viewpoint ii 
Washington, if we are going to keep small business alive. 

Mr. Vatentine. Normally, we built our plants without asking fo: 
loans or assistance, and when these emergencies come about you hay. 
to expand and you. to have some cooperation. 

Mr. Tacxen. Except that there are a lot of us small-business men i: 
Washington, very small. 

Mr. McKinnon. I am talking about this confusion. I had a fellov 
in San Diego who spent a little time in Washington on some matter, 
and the day before he left to go back home he brought in a little gift, 
and I opened it up and it was a little placard and it said: “Think 
carefully. Surely there must be a harder way to doit.” [Laughter. 

And I think sometimes that is what causes all of the confusion. 

Mr. Vatentine. I appreciate my opportunity of having been heard 
before you. Thank you very much. 

Mr. McKinnon. Thank you, sir. 

Now, is there anyone here representing the Stoaco Intermountain. 
Inc.? Evidently not. 

Are there any other Independent Oil Refineries people here who 
want to testify ? 

Mr. Rosrns. That is partially my business. However, I am listed 
under the Utah Cooperative Association. 

Mr. McKinnon. You are Mr. Robins? 

Mr. Rostns. That is right. 

Mr. McKinnon. Well, first I will ask if Mr. Lee of Alseo of Utah, 
Inc., has come in as yet? Evidently not. 

Very well, Mr. Robins, you are the next witness. 


STATEMENT OF W. B. ROBINS, GENERAL MANAGER, UTAH 
COOPERATIVE ASSOCIATION 


Mr. McKinnon. Give your name to the reporter, please. 

W. B. Robins, general manager of the Utah Cooperative Associa- 
tion. 

Mr. McKinnon. All right, sir, proceed. 

Mr. Rogrns. I believe I can save time if I may read this statement 
which I have prepared. It will only take about 6 minutes. 

Mr. McKinnon. Go right ahead. 

Mr. Rosrns. We are a manufacturing and wholesaling organiza- 
tion engaged primarily in the petroleum business. A major factor in 
our business is the ownership and operation of the Uinta Oil Refining 
Co. located at Jensen, Utah. This plant is a topping operation with a 
present capacity of 1,200 barrels of crude oil a day. 

The major part of our business volume is distributed through 20 
affiliated retail cooperatives located throughout Utah, mostly in farm 
ing communities. Net margins we make over and above cost of opera 
tions are returned in the form of patronage refunds to the local retai! 
cooperatives and in turn to the individuals who patronize them. A 
minor but important part of our business is supplying independent 
petroleum marketers. Net margins made on this business are re- 
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tained within the organization to become part of its permanent re- 
serves after State and Federal income taxes have been fully paid. 

At the outset I should like to dispel any misapprehension which 
might exist as to some possible tax advantage our organization might 
enjoy not equally available to other businessmen who have testified 
here today. Enemies of cooperatives have gone to great lengths and 
spent large sums of money to vilify cooperatives and present a very 
false picture regarding their tax status. The Utah Cooperative Asso- 
ciation is incorporated under the regular profit statutes of this State. 
It is a cooperative by virtue of the provisions of its articles of incor- 
poration and not because of the law under which it operates. In other 
words, we are required by law to pay all taxes, ie sat State and 
Federal income taxes, according to the same rules and on the same 
forms as all other corporations for profit organized under Utah law. 

The problems which beset us as a cooperative business organization 
are very similar to those which plague any other independent business 
of our type and size. Frankly, we see our greatest problem and the 
hurdle that will stand most in the way of our full participation in the 
defense program as the problem of finance. This is in the face of the 
fact that we have had sound and successful operations for more than 
10 years past. We anticipate a business volume this year of about 
$314 million. This is six times the amount of business we did in 1946. 
I agree with bankers that business volume is not an important factor 
in determining a business organization’s eligibility for a loan. But 
in our case, total assets and the all-important factor of net worth, have 
kept pace with our growth in business volume. Our balance sheet 
ratios are sound. We achieved this position the hard way through the 
sale of securities to a most reluctant public. We have had to sell a 
substantial amount of preferred stock. This was a most burdensome 
task even though we made it very attractive by paying annual divi- 
dends at the rate of 7 percent per annum. We can testify from first- 
hand experience that financing small business through sales of securi- 
ties is a most difficult and unreliable method. One additional fact 
about our financial position will be of interest. Our principal asset, 
namely, our refinery at Jensen, is entirely free of mortgage debt. Yet 
we have been advised that we could not borrow on a term basis even 
one-fifth of the value of the refinery alone in order to expand facilities 
to serve the essential military or civilian needs for vital petroleum 
products. 

This, then is the principal point I would like to make to the com- 
mittee. Small business cannot enter fully into the defense program 
because of the lack of adequate financing. We agree with Sale Lake 
Banker Walter Cosgriff that our private banking institutions are not 
adequately meeting the credit needs of American small business. As 
a cooperative, we are in an even worse position than many small busi- 
nesses because the RFC will not make loans to cooperatives. Unfor- 
tunately for us, the Farm Credit Administration’s Berkeley Bank for 
Cooperatives has not seen fit to make loans to our particular type of 
cooperatives ; namely, those engaged in the petroleum business. This 
has left us as a small business in a “twilight zone” without credit 
sources from either Government lending agency which would normal- 
ly serve a business in our position. 

To pinpoint this for you, I might point out that this refinery has a 
resale value of approximately $300,000, and a depreciated book value 
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of $140,000, and yet a leading Salt Lake banker, who is our regular 
banker, and a reasonable fellow, told us that we could not borrow 
$25,000, when we applied for it recently on that kind of deal. 

His reason was the shortage of money or tightness of money situa- 
tion, and the fact banks, as he said, are not interested in long-term 
loans. This was for a 3-year loan that we had applied. He himself 
called it a preferred loan. It is beyond me why that kind of a loan 
may not be made by a bank under these conditions. 

Accordingly, it is my firm belief that the Small Defense Plants 
Corporation now being considered by Congress is the best way in which 
Congress could move to insure full partnership of small business in 
the defense program. This Small Defense Plants Corporation would 
be created through an amendment to the Defense Production Act now 
under consideration and sponsored by 55 Senators. Definitions in the 
amendment include cooperatives among small business enterprises 
which might borrow from the proposed Corporation, either for pro- 
duction of war material or essential civilian supplies. It is our earnest 
hope that the gentlemen of this committee will give this measure their 
favorable consideration when it comes before them. 

I know that this last part was woefully lacking, because you've 
caught up with me, but I read it for the record, anyway, the part hav- 
ing to do with the Small Defense Plants Corporation. 

Mr. McKinnon. Yes; we have had better sponsorship in the House 
than in the Senate. 

Mr. Rorsrns. Well, I will close this testimony, then, by urging and 
expressing an earnest hope that the committee will do its utmost to 
secure passage of this amendment which will pave the way or make 
possible for small business to handle their financing. 

Mr. McKinnon. Thank you, Mr. Robins. 

Mr. Granger? 

Mr. Grancer. No questions. 

Mr. McKrynon. Mr. Riley? 

Mr. Ritey. No questions. 

Mr. McKinnon. Mr. Dalmas ? 

Mr. Datmas. No questions. I do want to thank the gentleman for 
a very fine statement and for pointing out a very pertinent factor 
in the small business picture of today. 

Mr. Tacker. Is it not true, Mr. Chairman, that the number of 
sponsors, both in the Senate and House, insure passage of the bill? 
It has a majority in each house? 

Mr. McKinnon. Well, you know that Congressmen are like 
women, they have a right to change their minds. 

Mr. Tackxer. Well, it would be pretty unhealthy for the public if 
they were to change their minds on this. 

Mr. McKrywnon. I think it has a good chance. It is already through 
the Senate and it is up to the House. 

Mr. Rostns. May I offer one more comment, which may be a trifle 
repetitious, before you dismiss me, and that is that I have personally 
no fundamental concern regarding the ability of small business, in- 
cluding cooperatives, to survive. 

There is a good deal of fear in some circles that they cannot, but 
we have demonstrated through our own efforts that, despite any 
obstacles that come along in the form of monopolistic practice, that 
small business can survive, but the big bottleneck is the money, long- 
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term money, adequate financing. You just cannot get it on the avail- 
able money market, and the problem is going to become more and 
more critical as the money is sopped up by increased industrial usage. 

We need some sort of Government help along that line. 

Mr. McKinnon. Even though the RFC—You think the RFC is 
very good in the way of supplying long-term capital for expansion ? 

Mr. Rostns. I certainly do. I think the RFC is a tremendously 
important institution. The fact that they cannot loan to us is no 
reflection against RFC. We are in full support of the RFC. 

Mr. McKinnon. You feel that some small plants—or some sort 
of a smaller war plants defense corporation would be of great value 
to small business ¢ 

Mr. Rostns. That is right, particularly from a selfish viewpoint, 
since it does point out that cooperatives are among the small-business 
enterprises, and eligible for loans. 

Mr. Dautmas. May I say this, in explanation of the House Small 
Business Committee, that we never ask for special favors for small 
business. All we ask is for equal opportunity. ; 

Mr. Rostns. That is right. We need 4-percent or 3-percent money 
instead of 7- or 8-percent money. 

Mr. GRrancer. You cannot get money from banks for co-ops you 
say ¢ 

Mr. Rostns. We cannot; and this is another point that I hesitate 
to raise, somehow, but our experience has shown clearly that the banks 
for cooperatives are administered by districts, and these decisions 
are made administratively by the Board and the officers of the district 
cooperative banks. 

Now, strangely enough, virtually ever other district in the United 
States makes loans to cooperative oil companies. I could point out a 
dozen cooperative oil organizations which have borrowed cee banks 
for cooperatives in other districts, but we cannot crack the shell in this 
district for some reason—but we are trying. 

Mr. Grancer. Where is the bank for cooperatives located ¢ 

Mr. Rosrns. Berkeley. We have an appointment with them, one 
of a series of 10 or 15 that have been held. 

Mr. McKinnon. Did they give you any reason? 

Mr. Rosins. Simply that an oil operation is not close enough to the 
barnyard. That is one quote I have had. It does not take into ac- 
count the fact that petroleum products are a vital supply item, espe- 
cially for farm supplies. 

Mr. McKinnon. It seems to me that the major thing is the con- 
sumer. The consumer needs petroleum products. 

Mr. Rostns. The farm people as consumers need them, too. 

Mr. McKrynnon. In what other districts have they made co-op 
loans ? 

Mr. Ross. One in the northwest district, I am not familiar with 
the number. 

Mr. McKinnon. Where is that? 

Mr. Rosrns. That is at either Seattle, or the other large town, the 
Spokane Bank for Cooperatives. That is the one. That one has 
made loans to the Pacific Supply Cooperative, which is a large in- 
tegrated petroleum co-op. 

Mr. McKinnon. That is on the same rating at the Berkeley bank? 

Mr. Rosrns. That is right. 
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Mr. McKinnon. They are both answerable back to Washington’? 

Mr. Rozrns. That is right. 

Mr. McKinnon. One will and one will not? 

Mr. Ross. That is right. 

Mr. McKinnon. The Spokane bank has done it for several co-op 
comparable to yours? 

Mr. Rosrs. That is right, and the Topeka bank has loaned as muc! 
as $18 million in 1 year to large oil cooperatives at Kansas City. 

Mr. McKrxnon. Do you have the right to appeal as you do under 
RFC loans? 

Mr. Roriys. Frankly, we have not carried it too far, because over 
the last 3 or 4 years we received hopes that the thing could be handled 

veacefully by direct communication with the Berkeley bank official: 
but our recent connection with them leads us to believe that their 
definite answer is to be “No. 

Whether we can appeal or not, I am not sure. We have not tried. 

Mr. McKrynon. Mr. Granger? 

Mr. Grancer. What rate of interest do the cooperative banks 
charge? 

Mr. Rogtns. Their interest rates vary all the way from 3 to 5 per 
cent—now, don’t hold me to it—depending on the purpose for which 
it is to be used. 

Mr. Granoer. That is all. 

Mr. McKinnon. Mr. Dalmas? 

Mr. Damas. Three or four years’ effort shows a high degree of pa- 
tience, I would say. 

Mr. McKinnon. Yes. Thank you, Mr. Robins. We will see what 
we can do toward pushing that through. 

Mr. Rostns. Thank you. 

Mr. McKrixnon. Well, we will go through the final roll-call again. 

Is the Stoaco Intermountain Organization here? 

Apparently not. 

How about Alsco of Utah, Inc.—Mr. Lee? 

Apparently not. 

Well, if not, that completes the list of scheduled witnesses that we 
have for this hearing sedan: 

Now, as I said when we opened the hearing, if I had the time, we 
would take on a few questions. If there are any questions from the 
audience, or any small-business man here who would like to ask a ques- 
tion and be heard on testimony, we would like to hear from him. 

Mr. Prxe. Yes, sir. 

Mr. McKinnon. Will you come forward, please? 


STATEMENT OF HAROLD PIKE, PRESIDENT, PIKE 
MANUFACTURING CO. 


Mr. McKinnon. Sit down and identify yourself, please? 

Mr. Pr«e. Harold Pike, president of the Pike Manufacturing Co.— 
president and general manager. We operate—— 

Mr. McKinnon. What do you do? 

Mr. Prxe. We are clothiers. I wish to address my remarks to the 
Procurement Division, and state that, during the last war, we were 
briefed, and at the present time are briefed, in the defense mobiliza- 
tion program. 
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I further belong to the Pacific Coast Garment Manufacturers Asso- 
ciation, and in convention last week at Coronado, we had representa- 
tives from all the branches or bureaus under the National overy 
Act down there, to discuss our peril problems, and after these discus- 
sions we had a round-table discussion. 

We consider ourselves as being in the California territory, because 
our manufacturing conditions are similar to those on the coast. 

The colonel from the Oakland depot was asked the point-blank 
question by a Los Angeles manufacturer if, in awarding these con- 
tracts for clothing to the Army and the Navy, any differential would 
be allowed to take care of the difference in the costs from California 
and this area, which is higher than the manufacturing cost from the 
Southeast, in taxes and so on down. He said, and he made this state- 
ment, that he was regretful, but that the laws of the United States 
today required the Procurement Division to award these contracts to 
the lowest bidder. 

Now during the last war, through the efforts of the Small Business 
Bureau, a certain amount of procurement was allotted to this Bureau, 
and they in turn negotiated with small business concerns, and through 
the Small Business Bureau during World War II, we participated in 
the program, as did the smaller manufacturers on the Pacific coast. 

It so happens now that the law is different, and under the present 
law there is no provisions for negotiation, and for that reason a man 
running 1,000 to 4,000 machines has lower manufacturing costs and is 
getting the business. 

Mr. McKinnon. Did he cite you a chapter in verse on the law being 
changed ? 

Mr. Prxe. It was a lawyer. 

Mr. McKinnon. This is a problem that I have been working on for 
quite awhile. 

Mr. Pixs. Yes. You coming from California have probably heard 
this down there. 

Mr. McKrnnovw. I have heard almost nothing else, but the fact of 
the matter is that I had a meeting with Major General Feldman a 
couple of weeks ago, trying to get an office located in southern Cali- 
fornia, feeling that, if we had somebody on the scene, these manufac- 
turers could come in and find out what the bids were, and to get in- 
formation on specifications, and Major General Feldman agreed that, 
while he could not open an office, he would have the Oakland man go 
down to Los Angeles and hold meetings. 

Mr. Prxe. During the last war we had an office here which nego- 
tiated our small contracts. We made clothing for the Navy and work 
clothing for the Army. We made some dungarees for the Navy. 

Mr. McKinnon. What is your hourly price? 

Mr, Pre. Pretty close to a $1 an hour. 

Mr. McKtynnon. And you are competing with 65 cents an hour 
down South? 

Mr. Prxe. We are competing with at least 75 cents, the minimum 
wage. Our general overhead costs are somewhat higher up here than 
in the Southeast. 

Now you take those large outfits, running from 1,000 to 4,000 ma- 
chines, they can outbid us, in fact, I did bid on this last dungaree 
deal. The low was 45 cents, and the high was 98 cents and, in order 
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to get the work, to keep me running, I bid 59 cents, and that did not 
get it. I did not get to first base with that. 

Mr. McKinnon. Major Wharton, I was afraid that we were going 
to close up without giving you any business, but we would like to have 
some comment from you on this. 

Major Wuarron. It is a situation, Congressman, which we hav 
gone over before, not only in committee, but we went over it quite 
thoroughly in New England. It does not make any difference what 
part of the country the clothing manufacturers are in, there is hardly 
a clothing manufacturer in the United States, unless he happens to 
have a contract, who does not agree with you probably 100 percent. 

I am very sorry to say either that I misunderstood you or I am 
afraid you misunderstood the Colonel. He did not say there was no 
negotiation going on. 

Mr. Prxe. Those clothing bids were all open, invitation bids, and 
the bids were opened on a specified date. They take the low price and 
award those contracts from the bottom up. 

Major Wuarron. Yes; it is regularly advertised bidding; but the 
thing I was interested in was whether that was what you had under- 
stood. 

Mr. Prxe. This man asked a plain blank question, and, as I got it, 
the answer was that under the law today they had to award those 
contracts to the lower bidder. 

Major Wuarron. That is a part which I was questioning. The 
law, because of the emergency, allows for negotiation. However, most 
of the clothing contracts have been let on advertised bids. 

The Quartermaster got into considerable difficulty in attempting 
to negotiate on some clothing contracts, because the Accounting Office 
which checks every monetary expenditure of the Government, said 
that the Quartermaster General had no right to decide that he could 
divide up clothing procurements just in order to parcel it out to a lot 
of people. 

Accordingly, they have been advertising for clothing. We have 
had this problem up before the committee in another session in Wash- 
ington, the other day, that was in Spokane or Seattle, I don’t remem- 
ber which, and the recommendation has already been put in the record 
that the committee will attempt to determine or see if there is not 
some way that some differential can be allowed for this part of the 
country. 

The present law does not allow that differential, as you know, and 
it is something the committee, so far, has not been able to change, but 
they have been working on it. 

Mr. Prxe. It takes that work away from the small man. 

Mr. Damas. There is one question I would like to ask Major 
Wharton. You know, an executive order authorized a differential 
up to 15 percent, and that is incorporated in that order. 

Now, if they can pay a differential at all, why should there be any 
differentiation between whether they paid on an advertised bid con- 
tract in a particular locality, or whether they paid on a negotiated 
contract ¢ ‘ 

Major Waarton. Mr. Dalmas, not being a lawyer, I am afraid I 
am incapable of answering the question, and I think we would have 
to get a local answer to that particular question. 
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Mr. Datmas. I am going to ask a question, or I am going to request 
that we be supplied with an answer to that question. 

Major Wuarron. It will be supplied, but 1 prefer to have it sup- 
plied by a legal employee of the Department of Defense. 

Mr. McKrxnon. You will see that we will receive the answer? 

Major Wuarron. Yes. 

Mr. McKinnon. We will appreciate it if we got the right answer 
here, and I know that is asking for a lot. 

Major Wuarron. I can only give you what the lawyers told me. 

Mr. Lenninan. You have got to bring in the terminology. 

Mr. McKinnon. You have got to have somebody write the answer. 

Mr. Lenniman. So that we can really understand it. 

Mr. McKinnon. Mr. Pike. 

Mr. Pike. You can see that we have got a problem that will take 
quite a while. I would like to address a few remarks to OPS. 

Well, as you know, we have been working since January 25 on the 
general price ceilings and, on March 28, advisory committees were 
organized, of which I was a member, and, although I did not go to 
Washington, they met in Washington on an apparel order. Since 
that date until June 14, they worked on an apparel set-up. Previous 
to that time, our suppliers, which include the textile people, trim- 
ming, threads, and so on, had received their orders giving them raises. 

Still an apparel man was frozen on January 25. There was 16 pages 
of a fine-print order came out, and much confusion resulted which 
required accountants and lawyers, and so on and so forth, to figure 
out this order. 

However, to make a long story short—was it General Order 13? 

Mr. McCormick. We are talking about 45 now, aren’t we? 

Mr. Pike. Anyway, that gave us what we thought was the relief 
we needed. 

Last week, General Order No. 13 suspended the whole effect of that 
order, so that today the apparel man is back to January 25 on his 
general ceiling, on his pricing basis. 

In the meantime, I am paying—or I will give you one instance— 
denim was 45 cents, and that has been increased by the mills to 48 
and a quarter. Your trims, metal buttons, and so forth, have been 
advanced under their orders about 10 percent, which leaves me in a 
squeeze, which means a difference between operations in the black and 
operations in the red. 

We are continuing to operate with the hope that on August 1, some- 
thing will happen to give the apparel man some relief. Otherwise 
we are going to have a situation under which it will be very difficult 
for us to operate. 

Mr. McCormick. In other words, the situation that the apparel 
order was to try to correct was temporarily suspended by the action 
of last week ? 

Mr. Prxe. That is right. 

Mr. McCormick. And you are back in the general freeze? 

Mr. Prxe. Yes. It is discriminatory because of the fact very 
shortly after the 15th they published their prices on the basis of 
No. 45, and they are still, and if you had established prices you would 
still be able to operate under 45, but if you had not worked up your 
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set-up previous to June 30, you were not available to take advantage 
of No. 45 then. 

In other words, we go back now to January 25, which is a definite 
squeeze, and in our case it is a hardship case. 

Mr. McCormick. Now, you understand that there was a case with 
General Manufacturers Regulation No. 22 and Machinery Regula 
tion No. 30% 

Mr. Prxe. That is right. 

Mr. McCormick. And that was not action by the OPS. 

Mr. Pr«e. That is right. 

Mr. McCormick. This order was worked on in order to get it out 
to relieve you people to tie in with your suppliers ceilings. 

Mr. Prxe. Which had been raised. 

Mr. McCormick. So that you would have a uniform price level, 
and the big point I would like to make here is this, are you sure that 
you cannot qualify to operate under regulation 45? 

Mr. Prxe. We have not worked out our set-up, because we had unti! 
August 15 to get the machinery in order. The International Garment 
Association of New York, of which Leon Singer is president, and 
Jules Goldstein is secretary, has scheduled clinics all over the country 
from Boston to San Francisco to explain, and answer any questions 
that come up on this order. 

We, in the meantime, have started, but we have not actually made 
any sales, although we did send out a notice that we expected to ad- 
vance our prices, 

Mr. Midtrenan. Mr. Pike, let me say this, your problem right now 
is a peculiar individual problem. Let me suggest that you and Mr. 
McCormick, in the conservation of time for other people, get together 
this afternoon before the meeting is over, and I am sure that Mr. 
McCormick will get you action and relief, if possible. 

You fellows figure out that problem on the side while we go ahead 
with some other things. 

Mr. McCormick. That is one brief point I would like to make again 
in the record, and that is this question that OPS was on the way fast 
to relieve us, you see, and it is not our action, but it is the action of 
the new act, and so forth, that has held this matter up. 

Mr. McKinnon. You mean the 30-day extension ? 

Mr. McCormick. That is right. And I might assure Mr. Pike 
and other folks in the business that as soon as we can we will continue 
on with the relief, proper relief of these squeezes. 

Mr. McKinnon. Yes. 

Mr. McCormick. What you are referring to is simply this, when 
our Defense Production Act expired June 30, Congress established 
a 30-day extension, and wrote in certain stipulations that prohibits 
the OPS from making any adjustment of rollbacks, and they are 
frozen until such time as we get the new act passed. 

Mr. Pre. But we would like to have you get back of OPS and 
get that order written by August 1. I won’t mind talking to you at 
all. 

Mr. McCormick. I will see you a little later. 

Mr. McKrxnon. Do we have any further people to hear from! 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 2617 


STATEMENT OF JAMES A. HOOPER, SECRETARY, UTAH WOOL 
GROWERS ASSOCIATION 


Mr. McKinnon. Will you identify yourself for the record, please ? 

Mr. Hoover. Mr. Chairman, I would like to make a statement for 
the record. My name is James A. Hooper and I am secretary of the 
Utah Wool Growers. 

I rather hesitate to make this statement, because I am hardly fully 
informed, and news has been gained mostly from the Wall Street 
Journal and the Daily News Record, that during this week it has 
come to our attention that Eric Johnston has appeared before the 
Finance Committee, and it did not state if that was the Finance Com- 
mittee of the House or of the Senate. 

Mr. McKinnon. Of the Senate. 

Mr. Hooper. And he has told the people a substantial sum of money 
will be made available to the du Ponts to develop a synthetic wool. It 
should be called a synthetic fiber, rather than a synthetic wool, and 
that in the set-up for the development for this synthetic fiber, of 
which there are quite a number, that they will be amortized even up 
to the extent of 100 percent with regard to taxes. 

Congressman Granger here realizes the difficulty he has had in get- 
ting livestock, the benefit of the capital-gains tax, even for years hold- 
ing of livestock, and we think that that would be rather discriminatory 
in trying to increase the production of wool in the United States, 
which I presume the Army is well aware that we need, and amortize 
them rad. to develop a synthetic fiber, we would hardly call them a 
small organization, because the du Ponts have been pretty well able to 
take care of their own financing. 

I merely wam to mention that this is probably not the proper place, 
but I have not prepared a brief, and I want this committee to be 
advised of this situation, which they probably already are. We op- 
posed it very much from the wool-growing standpoint. 

All wool growers are small organizations, and we believe that that 
would be rank discrimination against our industry, to permit a loan 
that would be amortized up to 100 percent for the manufacturing of 
synthetic fiber, and we have never found one yet that would take the 
place of wool. 

Mr. McKinnon. Thank you, Mr. Hooper. I am glad to have that 
statement. 

Mr. Granger, do you have anything further? 

Mr. Grancer. The only thing I wanted to say is that I don’t think 
Mr. Wilson and Mr. Johnston should take it out on the local wool 
industry, just to get even with Great Britain and Australia. 

Mr. Hooper. I wouldn’t think they were taking it out on anybody. 
| think it would merely be developing and taking it out on local 
industry. 

Mr. Granoer. Well, what it would amount to, that is what it would 
amount to in the long run, in my opinion, would be to taking it out on 
the local industry. 

Mr. Hooper. It would hurt them very badly. We are producing 
probably 20 percent of the production of the consumption of wool in 
the United States, so that would be 80 percent would have to be pro- 
duced principally by the dominions of Great Britain. 
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Mr. Grancer. In my opinion, that is more of a threat than a reality 

Mr. Hooper. | hope that is so, Congressman, but I thought I had 
better mention it, in view of the fact that you gentlemen are here, and 
it gave me a splendid opportunity to do so. 

Mr. McKinnon. Thank you. We are glad to have had you here. 
Are there any further witnesses ? 

If not, 1 would like to express, on behalf of the Small Business Com- 
mittee, our appreciation to the Salt Lake Chamber of Commerce, its 
organizations and associations that have made this meeting so suc- 
cessful, so far as we are concerned. 

We have learned an awful lot by being here. I would like to ex- 
press my appreciation to each one of the representatives from the 
various agencies and various departments in the Federal Government 
for being with us and assisting us. 

As you can see, we lean on you men very heavily for help and 
cooperation. It is a team back there, and a very good team much of 
the time. 

We get a lot of criticism now and then, but usually we feel that 
criticism is unjustified because of lack of understanding of the whole 
problem. 

But we do appreciate your cooperation and your help, and we are 
happy to be here in Salt Lake, and we hope that our efforts here will 
relieve some of the problems that the Salt Lake people have brought 
up. 
Mr. Grancer. I would like to call your attention to the presence of 
Mr. Stark, representative of the Ogden Chamber of Commerce, and 
I would be very pleased if the persons here from the various agencies 
and departments would meet Mr. Stark, the good-iooking ge nt leman 
sitting right back here. 

Mr. McKinnon. Fine. We are glad to have you with us, Mr. Stark. 

We have one of your people here today. 

Now, if there is no further business to come before the committee 
we will adjourn this meeting and our next meeting will be held Mon- 
day in Denver. 

(Whereupon, at 3:50 p. m., an adjournment was taken; to recon- 
vene in Denver, Colo., at 9:30 a. m., Monday, July 9, 1951.) 
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MONDAY, JULY 9, 1951 


House Or Representatives, 
SuscomMiree No. | or THE SELECT 
CoMMITTEE ON SMALL Business, 
Denver, Colorado. 

The subcommittee met, pursuant to call, at 9: 30 a. m., Capitol Build- 
ing, Denver, Colo., Hon. William S. Hill, of Colorado, presiding. 

Present : Representatives Hill and Thomas B. Curtis of Missouri. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; and Duncan Clark, of the committee staff. 

Present representing Federal agencies: Leo H. McCormick, as- 
sistant to the Director, Office of Price Stabilization; Admiral M. L. 
Ring, military director, Material Requirements, Department of De- 
fense; Maj. Margaret Wharton, Office of Small Business, Munitions 
Board, Department of Defense; John S. Bartlett, field representa- 
tive, National Production Authority; Walter J. O'Donnell, manager, 
Oflice of Small Business, Reconstruction Finance Corporation; Olaf 
Tackle, Assistant for Procurement, Office of Production and Pro- 
curement, Defense Production Administration; John H. East, Jr.. 
regional director, Bureau of Mines, Defense Minerals Administration ; 
and Otto Klein, regional director, General Services Administration. 

Mr. Hut. If the “house” will come to order—and that sounds nat- 
ural, and it looks natural—the first thing we will say is that there 
are no reserved seats. Please don’t sit in back, if you can find a 
chair here, because some of these witnesses have very, very tender 
voices: so I would suggest that you get up as close to the tables as 
possible, because it makes it easier for our reporter, and also it makes 
it easier for those who speak. 

It is very nice to be here this morning, and our executive director, 
Mr. Dalmas, here, said that I being the oldest one, should call the 
house to order, and being in Colorado, it is a high honor indeed for 
me to bring to order this twenty-eighth field hearing that this com- 
mittee has held throughout the United States. 

These meetings are all quite similar. Of course, they necessarily 
must be. This is the twenty-fourth State, and the committee, itself, 
I think, is highly honored to be here today to listen to the folks from 
Colorado, and to find out what your difficulties are, and to collect 
the information that we think our committee should have to give 
attention to legislative committees in the Congress who handle the 
legislative matters. 

We are the Select Committee on Small Business, and we are com- 
posed of, if I remember correctly, 11. 
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I think I should read you the names of the members of the con 
mittee, and then we will have some good old Colorado introductioy 
here to the committee. 

In other words, the committee | is composed of the chairman. M: 
Patman of Texas, Mr. Manstield of Montana, Mr. Evins of Tennessee. 
Mr. Burton of Virginia, Mr. Multer of New York, Mr. McKinno: 
of California, Mr. Halleck of Indiana, myself from Colorado, M) 
Riehlman from New York, Mr. Brown of Connecticut, and Mr. Curtis 
here | indicating] of Missouri. 

Mr. Dalmas, on my left, is the executive director of the committee. 

Now, with that much of a preliminary statement, I think it is a 
high honor indeed to have the Lieutenant Governor of Colorado, Mr. 
Gordon Allott, welcome all of the delegates, and also our committee 
folks. |Applause. | 

Lieutenant Governor At.Lorr. Thank you. 


STATEMENT OF HON. GORDON ALLOTT, LIEUTENANT GOVERNOR, 
STATE OF COLORADO 


Lieutenant Governor At.orr. Congressman Hill, Representatives, 
and the rest of you people who are with us in Colorado, I am happy 
at this time to welcome you to Colorado, so that you may learn some 
thing of the problems which we have in our State, and at the same 
time to give our people here an op portunity to be heard. 

For approximately a year, since Governor Dan and I first started 
running for office, we have tried to put before the people of Colorado 
constantly and continually the ultimate necessity of developing small 
business, in fact developing all business in the State of Colorado, as 
a means of broadening and expanding the tax base in Colorado. 

No other State is blessed to the extent that we are with natural 
resources, and I believe at the same time, and under the present sit 
uation, there is probably no other State which is as well situated, 
from a labor standpoint, as the State of Colorado. The field is wide 
open for us. 

We have lots of things to tend to, and as we go forward into this 
defense production, which seems imminent, regardless of any talks 
that may take place in Korea or otherwise, as we go forward into 
that situation, it is almost certain that more and more of our economy 
is going to be turned toward def fense production. 

As we do that, Colorado has to sal its share, and it is for this pur 
pose, as well as discussing all phases of the problems of small business, 
not alone as pertaining to the defense effort, but as pertaining to t! 
general situation, that this congressional committee has come hoary 

I hope it will be productive. I hope all of you who are citizens of 
Colorado will not hesitate to either ask questions or make your views 
known, because only by doing so, can they really benefit from the 
results of this meeting, and can your views make their impression upon 
the national picture, so far as small business is concerned. 

I am glad to weleome you people of the State of Colorado here, and 
[I do welcome all of you people here, and I hope your meeting is mutu- 
ally productive. 

Thank you very much. 


(Applause. ) 
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Mr. Hitz. Now, I think I should say just a word before we begin, 
and we will try and follow the clock according to the number of wit- 
nesses. It appears that we are going to have a busy day. 

Now, this committee with which you are meeting today is a sub- 
committee, subcommittee No. 1, and a little while ago, from this sheet 
of paper that I have in my mind, I almost started to read the subcom- 
mittee, because we have been working together so long that the sub- 
committee seems sometimes to be the whole committee. 

This Select Committee of Small Business is a very important com- 
mittee in the House, at least we think so, and it has done some very 
important work. Even in World War IT, the House Small Business 
Committee was instrumental in correcting many inequities and bring- 
ing about reforms. 

Now, I might add that this is made up of small business, whether 
you believe that or not; that is a correct statement, and it was through 
the direct efforts of the Small Business Committee of the Seventy- 
seventh Congress, during World War II, that the Smaller War 
Plants Corporation came into existence. That was a tough job, and 
I well remember some of the difficulties we faced. 

The. Small Business Committee now, at this particular time lias 
sponsored a bill to create a Small Defense Plants Corporation. That 
is one of the jobs that we are working on at this moment. 

This bill has been made an amendment to the Defense Production 
Act, and we hope that we can carry it right through the House and 
Senate, and pass such a bill during these particular times when we 
are preparing for war. 

The Small Defense Plants Corporation bill has a fine chance to 
become a law in the House, because over on our side, the House Small 
Business Committee invited its members to sign up as cosponsors, and 
I believe there are about 260 Congressmen in the House who have 
signed that, shall I call it a round-robin invitation to help us attach 
the Small Defense Plants Corporation to this bill that is now going 
through the House. 

The committee, IT might add, is 100 percent nonpartisan, and, as 
you can see by looking at us, 1 deny anybody in the audience to tell who 
is a Democrat, Protestant, Jew. or Gentile. We are 100 percent 
nonpartisan. 

I notice this morning that there are two Republicans handling the 
committee, but that does not make any difference, because we are here 
to help the small-business firms of this State, and not to promote 
anything political. 

So far, our meetings have been wonderful in that regard. and all 
of the meetings that I have attended have been absolutely 100 percent 
nonpartisan, and the fine work that Mr. Dalmas has been doing has 
been altogether and wholly nonpartisan. 

We think it is an important committee. We think that we are 
doing good work, and when we finish at Omaha, I believe that is the 
last meeting we are planning for some time, I feel, that we have done 
avery good job. 

Now, I think I shall stop here and ask Duncan Clark to introduce 
the Federal representatives. 

Now, that is one reason why the small business firms of Colorado— 
and if you are not here, I don’t want anyone to blame the committee, 
if you don’t get your questions across, don’t blame this committee, be- 
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cause today we have a group of folks who are well posted on tly 
problems that face your small business, and they come directly from 
the officials in Washington. No question has been bypassed, and no 
representative from any bureau in Washington in any committe: 
hearing I have attended or been present at, at no hearing has anyone 
tried to dodge any of the issues. . 

Of course, some of these questions cannot be answered, but we are 
willing to venture, as we start our meeting this morning, that every 
one of these gentlemen, and the lady that represents these depart 
ments, will do their best to help solve your difficulties, many as I know 
they are. 

So Duncan, if you will introduce these people, and let the gentle 
men stand and the lady, too, and take a bow, so you will know who 
they are, we will appreciate it very much. You will not need to wait 
until the meeting is over, if you want to ask a personal question, be 
cause they will be glad to answer you at any time. 

Mr. Crark. At the far end of the table is Mr. Olaf Tackle, assistant 
for procurement from the Defense Production Administration. 

Next to Mr. Tackle is Major Wharton of the Office of Small Busi 
ness, Munitions Board. 

Next to Major Wharton is Admiral M. L. Ring of the Office of Ma- 
terials Requirements in the Munitions Board. 

Next is Mr. Walter J. O'Donnell, Director, Small Loans Division 
of the Reconstruction Finance Corporation in Washington. 

I understood there are also Mr. Roy Brownell, of Denver, the Denver 
manager of the RFC, and Mr. James Randidi, assistant manager. 
Will they stand if they are here ? 

At my right is Mr. Leo McCormick of the Office of Price Stabiliza- 
tion, assistant to the Administrator. Mr. Rock, the regional director, 
will be here later. I don’t believe he is here yet. 

Are there any other local or regional representatives ? 

Admiral Rrve. Colonel Gibbs, the chairman of the Armed Forces 
Regional Council and Mr. Bartlett of the Office of Small Business of 
the NPA are here. 

Mr. Ciark. Yes; and I understand that Mr. Klein of General Serv 
ices Administration is also present. 

Mr. Hit. Thank you, Duncan. 

Duncan Clark is a member of our staff, and one of the hard workers, 
i might say, and to him goes considerable credit for the complete 
organization for these various meetings around over the States. 

Now, I might say it is some job to organize them, too. 

I hope you will look carefully at these folks, because I know you wil! 
want to ask questions of some of the individuals, and it is perfect!) 
all right, the harder they are, the tougher they are, the better they lik 
them. 

Now, I think so far as I know, Mr. Dalmas, that that is as far as w 
need to go until we are ready to hear the first witness. 

Now, we have on our list some 25 witnesses. Just because your name 
is not on this list does not mean a thing, because we still have time, w« 
hope, to hustle through and let you give us your testimony and tell u- 
your ideas. hw 

If there is nothing further, we will call our first witness, and ow 
official reporter, to my right here, will keep these minutes. They wil! 
be written up, and our committee will give them the thorough stud) 
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that they warrant, I guarantee you, and furthermore, if some of you 
are interested in the testimony of special witnesses, somehow or some 
way, Duncan, we can arrange to get them the testimony, can we not ? 

Mr. Crarxk. Yes. 

Mr. Hr. And some of you may find afterward, that it is necessary 
that you file your statement. Our time is limited, so we will begin. 

The first witness happens to be from my own county up home, and it 
looks to me as if it will be Walter N. Lybarger of the Harbison-Paine 
Co., Inc., of Loveland, Colo. 

Walter, are you here? There he is. Will you come forward and 
take the witness stand, and make yourself at home; make yourself 
comfortable, and let us hear what your difficulties are. 


STATEMENT OF WALTER N. LYBARGER, REPRESENTING 
HARBISON-PAINE, INC., LOVELAND, COLO. 


Mr. Lypnarcer. Mr. Chairman, and honorable members of the com- 
mittee : 

I will try to do this as briefly as possible. 

We should like to present the case of little business. The Govern- 
ment classification of small business being any enterprise under 500 
employees does not adequately cover the “prob lems existing in little 
business who employ 15, 25, 50, or even 100 people. 

There are many little manufacturers in the State of Colorado who 
were not in existence during the past war or had not developed to 
sufficient size to have gained recognition during that emergency. 
Many of these little iniaiiiaibienl have pioneered and developed 
important products, but they have been faced with the tremendous 
problem of merchandising those commodities. 

These little manufacturers have facilities that are readily adaptable 
to the fabrication of many procurement items. Because these com- 
panies are in their infancy and have not yet developed sufficient 
markets to utilize their plant facilities the year around, it is of eco- 
nomic importance that they be allowed to adthelnhe in the procure- 
ment program as a matter of self-preservation and perpetuation. 

We will now speak strictly from our own personal experience. In 
August of last year we contacted Mr. Charles Brokaw, regional di- 
rector of the Department of Commerce and through his assistance, 
daily synopsis lists were sent to our local chamber of commerce. At 
the same time we made up facilities lists and submitted them to 18 
different Federal procurement branches. 

Since last August we have carefully combed the daily synopsis 
sheets and have requested 215 bid invitations from various procure- 
ment branches. Because of the nomenclature shown on the synopsis 
sheets it is often difficult to determine items which are applicable 
to our process of production, thus from the invitations received we 
have finally bid on only 68 items. 

Of these 68 items on which we have submitted 52 of our proposals 
were in the group of the six low bidders, and on one particular in- 
vitation issued by the Navy, we had the low bid by several thousand 
dollars. On this particular bid we were disqualified and our case 
has been presented to members of your committee as well as to the 
Small-Business Committee of the United States Department of Com- 
merce. 
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Depending on the nature of the item covered by the invitation, 50 
to 100 hours have been necessary for the intelligent preparation of 
each bid. 

May we now present some of the obstacles with which little business 
is faced in attempting to operate under the existing program. 

|. The daily synopsis sheets are usually 4 days in arriving at the 
offices of the local chambers of commerce. The average time spread 
between the date on the synopsis sheet and the date of bid opening 
ranges from 10 to 21 days depending on the particular procurement 
agency. 

2. By sending an air mail request to the particular procurement 
agency 7 to 10 days lapses before the invitation forms are received, 
At least 2 days must be anticipated between the date of mailing the 
completed bid and the opening date, thus between the date on the 
synopsis sheet and the date of bid opening, the interested manufacture: 
has about 4 days in which to prepare an intelligent bid. 

4. On many invitations which have been requested, the forms are 
received but included is a printed memorandum stating that draw- 
ings are not currently available and that requests should again be 
made within 60 days. Without exception the bid opening dates are 
far in advance of this 60-day period. 

t. At no time have we ever requested a bid invitation that we 
have not at the same time requested drawings and specifications 
relative to the production of the item in question. Without excep- 
tion the specifications are never included. Because of the great 
variance in the codification and terminology of specifications among 
the different procurement agencies, it is impossible to determine the 
quality and analysis of material desired without having the exact 
specifications at hand, yet in innumerable cases when the specifica- 
tions are received it is found that they are identical to specifications 
of other procurement branches with the exception of the coding. 
For this reason it is impossible for the little business to maintain 
a library that would cover all these specifications. This presents 
therefore an additional problem since without the exact specifica- 
tion an intelligent bid cannot be presented and since the closest 
ordnance departments from whom these specifications can be re- 
ceived are located either at St. Louis, Chicago, or Oakland, an ad- 
ditional 4 or 5 days lapses before the specifications are obtained and 
by this time the bid opening date has already passed. 

5. Many invitations specify prices to include delivery costs, It is 
very diflicult for the little business to receive a correct freight tariff 
classification since he does not maintain a traflic department and the 
general classifications maintained by the common carriers do not 
include specific classes for the item covered. Therefore, the bidder 
is subject to either placing too high a transportation rate upon a 
commodity and thus disqualifying his bid from a competitive cost 
point or he may have chosen a rate upon a particular classification 
which was below that finally established by the WWIB and such 
being the case he could suffer considerable loss in having too low a 
bid. It would appear that with the vast amount of clerical help 
and the available information in various procurement offices it would 
be a very simple matter-to indicate the particular tariff classifica- 
tion under which the particular commodity might fall. 
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6. In our original statement covering the submission of facilities 
lists to various procurement agencies, with but one exception none 
of these agencies have inspected our facilities. ‘The one exception 
covered a representative from the Corps of Engineers who came from 
Oakland and spent one entire day with us. 

Until Mr. Slater, NPA Director, operating under Mr. Brokaw’s 
oflice, arrived in our area, no interest was otherwise indicated. How- 
ever, since Mr, Slater has been in the area, he and his assistant have 
not only carefully checked and cataloged our particular facilities but 
also have spent a considerable amount of time in the study of our 
capabilities and of our manufacturing know-how. We believe fur- 
ther that these same men have made similar analyses of most of the 
other little manufacturing companies in the State. 

Because of the qualifications and capabilities of Mr. Slater and his 
organization we would respectfully request that the findings and 
recommendations of these gentlemen be taken as evidence by the 
procurement agencies on which they would certify a manufacturer’s 
operations. 

7. A great deal has been said about the advafhtages and the desira- 
bility of the small manufacturer operating on a subcontract basis. 
There are, however, hundreds of items being purchased by the Navy, 
the Engineers Corps, and the Ground Equipment Division of the 
Air Corps, which are definitely prime-contract items and are ideally 
suited to the production of the little manufacturer. Additionally 
hundreds of invitations that have come out are in sufficiently small 
quantities to make them ideally adapted to the little manufacturer. 

8. We recently received a bid invitation from the Navy Department 
supply and fiscal officer, United States Navy Station, New Orleans, 
covering 250 steel pallet racks, 3-tier, 17 feet long by 8 feet high by 
7 feet 8 inches wide. The invitation indicated that these were to be 
fabricated from steel channel with a minimum of 12-gage thickness. 

A sketch was submitted on which was included a bill of material. 
The bill of material, however, listed many different lengths of P—LO00 
channel, P—1001 channel, P-2000 channel, P-2001 channel, P—4000 
channel, and P—4001 channel. We had no idea as to what this coding 
referred. 

This invitation was received on Saturday morning, June 23, as we 
were leaving for Fort Worth to attend the Air Force small business 
exhibit. 

Having been advised that representatives from the Navy would 
also be in Fort Worth we took the invitation with us. We talked to 
a Navy representative from the Bureau of Ships and Docks, to Com- 
mander Peterson of the Navy Department in Washington, to a rep- 
resentative directly from the Navy Supply Depot in New Orleans, 
to the Texas NPA director, and, additionally, contacted representa- 
tives of some of the major steel companies, still no one could tell us 
the size or dimension of the particular items of channel to which the 
bill of materials referred. 

As this invitation had to be in New Orleans for opening at 3 o'clock 
on the afternoon of June 29, it was impossible for us to acquire the 
necessary information in order to submit a bid. Yet because of the 
simplicity of this particular item and because its fabrication would 
have been completely adapted to our facilities and generally to the 
facilities of most little manufacturing concerns, and further because 
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of the quantity and of the delivery schedule, there would have bee: 
no problems as far as production were concerned. 

9. During the past 3 months, the types of items previously referred 
to in our testimony which fall readily within the production facilities 
of little manufacturers have practically disappeared from the daily 
synopsis sheets. 

In the meantime, much publicity has been made regarding neg: 
tiated contracts for this type of material. May we respectfully re 
quest how the little manufacturer may proceed in order to get recog 
nized on such a negotiated list? 

10. We have spent a considerable amount of time in talking with 
the little manufacturers throughout the State. None of these men 
are asking for a “pork barrel” deal of using Government orders on 
which to get rich. As a matter of fact, the general desire is for the 
opportunity of producing some of these procurement items as a fill-in, 
even on a nonprofit basis, so that they may maintain a static employee 
organization and payroll, absorbing only their overhead and thereby 
utilizing their facilities which are not yet fully occupied because of 
their yet limited distribution of their own commodities or because of 
the seasonal nature of the commodities which they regularly manu- 
facture. 

It is of vital importance to these little manufacturers to be given 
the opportunity of participating in the procurement program in order 
to maintain an equalized economy within the areas where they are 
located and, at the same time, help themselves balance their produc- 
tion activities where they are now being penalized through scarcities 
of critical materials. 

All that any of us ask is to be allowed to do business with the Gov- 
ernment on the same basis of ethics and practices as we do business 
among ourselves. | Applause. | 

Mr. Huu. Now, we would like to ask some questions, I suspect. 

Mr. Curtis, you were first, I believe. 

Mr. Curris. Yes. 

First of all, what do you fabricate, Mr. Lybarger ? 

Mr. Lysarcer. We are the manufacturers of farm machinery prod- 
ucts, farm implements. 

Mr. Curtis. So you are in the position of fabricating steel products ; 
is that correct ? 

Mr. Lysarcer. Steel products, that is right. 

Mr. Curtis. I see. And, of course, these farm-machinery pieces 
are necessary items, too, for defense, as well as these actual defense 
contracts along the lines that we more readily think of defense con- 
tracts ¢ 

Mr. Lysarcer. That is right. 

Mr. Curtis. I presume you are continuing on in your normal busi- 
ness, too, are you not? 

Mr. Lynarcer. We, are, yes; but being a newly developed enter- 
prise, we have been in business 6 years, and having a product rapidly 
gaining acceptance, we are not large enough yet to purchase much 
steel and other raw materials through the basic sources; consequently 
we rely on a warehouse source and dimensional sizes, and we have 
difficulty in getting our material. 

Mr. Curtis. You are having difficulty getting your materials then ’ 

Mr. Lynarcer. We are; that is right. 
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Mr. Curtis. Incidentally, have you run into any gray-market or 
black-market offerings ¢ 

Mr. Lysarcer. We have; yes. 

Mr. Curtis. Has that been in writing, or has it been orally ¢ 

Mr. Lyparcer. Well, it has been orally. Incidentally, I have been 
out here 4 years; I came out here from the East, and I spent a number 
of years in the steel mills; and you take the markets in Philadelphia, 
Cleveland, New York, Detroit, and you can buy anything for three 
times the price. 

Mr. Curtis. We are very much interested in that; and if you could 
give Mr. Leo McCormick any information that you might have, after 
your normal appearance here, on that subject, I know that he would be 
very glad to receive it. 

Let me ask one other question along that line. Do you believe that 
this is getting into the gray-market and black-market channels through 
the steel companies themselves, or through their historical outlets ? 

Mr. Lynarcer. I doubt that the steel companies themselves are lead- 
ing with their chins in that respect. But I think that their historical 
outlets and distributors are—the same condition existed during the last 
war, to a great extent, as everybody knows. I don’t believe that we 
have that condition in the State of Colorado, but we do not have enough 
distribution of those commodities in the State of Colorado to take care 
of the requirements of the little-business manufacturer. 

Mr. Curtis. Now, your problem, you have stated, in regard to get- 
ting information on bidding, and also specifications and drawings, 
unfortunately, seems to be pretty prevalent throughout the country. 

Mr. Lysarcer. That is right. 

Mr. Curtis. And it is something that this committee is particularly 
concerned with. Do you have any suggestions yourself as to how this 
could be alleviated? Do you think that could be done possibly by 
having this information available in regional offices ? 

Mr. Lyparcer. I think that is the answer particularly. We com- 
pleted a small contract for the Air Corps, and it was a pilot. model, 
and we had a great deal of difficulty in getting specifications, even 
there, on some of the items they were out of, and I know a number of 
small manufacturers in the State here have submitted bids, and then 
because of the urgency of going ahead they arbitrarily had to use their 
best judgment, and then have tried to obtain specifications, and so 
forth, from these other ordnance departments, and oftentimes it has 
taken as long as 3 weeks. It was only through the instance of Mr. 
Brokaw that we got St. Louis stirred up not long ago. They were 
6 weeks at one time in sending specifications that had been requested. 

Mr. Curris. One final line of questioning. You mentioned the 
fact that you were low bidder on a Navy contract, and yet you were 
not given the contract. We are very much interested in specific inci- 
dents of that nature, because frequently, by following through on 
them, we are able to correct the general situation. 

I wonder if you would give us a little of the detail, if you care to. 

Mr. Lywarcer. Well, Congressman Hill is very familiar with the 
whole set-up. As a matter of fact, I have a file of letters here from 
Senator Clyde R. Hoey, Senator Johnson, and Senator Millikin, and 
Congressman Hill; from Charlie Wilson’s office, and so forth. 

Unfortunately, on February 6, we submitted a bid—well, it was 
not unfortunate that we submitted the bid—but we submitted a bid 
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on February’ 6 for 100,000 steel pallet racks, a very simple fabrica 
tion of wire and flat steel. Our bid went in, and I think it was opened 
on the 6th. We were never notified by the Navy Department tha‘ 
the bid had been received or disqualified. 

It happened that a friend of ours was in Washington at the bid 
ope ning date 

Mr. Curris. Disqualified on what basis ? 

Mr. Lynarcer. I will get around tothat. At the time we submitted 
the bid, we wrote a letter, because of the invitation requesting 20,000 
racks to be delivered within 60 days after the award. We had con 
tacted not only our local steel manufacturer, Colorado Fuel & Iron, 
but we contacted Carnegie-Illinois, and we contacted Youngstown 
Sheet & Tube, and most of the major steel companies. 

We found that it would be impossible for them to supply us with 
that quantity in time to fabricate and produce the 20,000 items within 
the first 60 days. 

I referred to regulation M-—1, at that time, which had just been 
published. It came out and specifically said that the mill was en 
titled to 45 days after the Ist of any given month, so that had that 
invitation been awarded anytime during February, it would have 
been the Ist of April before the mill would even start to produce 
that, and project that 45 days, and then the tooling and machining 
necessary after you got the steel would make it a physical impossibil 
ity to complete those items on that basis. 

Now, if you go back to regulation M-1, there isn’t anybody in the 
country supposed to have that much inventory on hand, to start with. 

Mr. Curris. I was going to ask you whether anyone who might 
have been a competitor of yours would have had the same problem. 

Mr. Lynarcer. Would have had the same problem. The fellow 
they gave the bid to was a sheet-metal manufacturer, and he never 
carried the item. So far as we know today, the item, not one item 
has come off the line. 

The Navy Department, Rear Admiral Schoeffel, wrote to us and 
finally said, “Because of the urgency of this, it had to be awarded 
to someone else.” 

Well, all I can say is the urgency must have been great, because the 
contract was not awarded until 75 days after the bid had been opened. 

Mr. Curtis. This is very helpful information. Were those 20,000 
items all to be delivered at one time, or did they have them spread 
out ¢ ‘ 

Mr. Lynarcer. Twenty thousand items a month, starting 60 days 
after, and 20,000 monthly until completion of the contract. There 
were 100,000 items. 

Mr. Curris. A hundred thousand all together. All right. Thank 
you very much. 

Mr. Lysanrcer. Thank you. 

Mr. Huw. And we have with us, as Duncan Clark introduced him 
a while ago, Admiral Ring, from the Department of Defense. 

Admiral Ring, do you have anything you would like to say ¢ 

Admiral Rixe. Thank you, Mr. Hill’ Yes, I am very aaah inter 
ested in many of the things Mr. Lybarger has mentioned, beeause | 
think that the failure of the military departments to be precise—I 
am going to cover just some of the salient points you have made— 

Mr. Huu. If anybody cannot hear, those who are in the rear might 
come forward. 
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Admiral Rixe. Maybe I had better talk into the microphone. 

You have mentioned several salient points, and one is the fact that 
the specifications were not clear enough in order to permit you or 
anyone else to bid intelligently. 

The second salient point you made was the fact that there is not 
sufficient time permitted from the time you get a Department of Com- 
merce daily synopsis sheet, it is 4 days after the fact, and the short 
bid opening time does not permit you and your competitors sufficient 
time. Is that correct ¢ 

Mr. Lysarcer. That is right. 

Admiral Rivne. The third thing, and I think probably the worst 
hurdle we have got to overcome, is the requirement for delivery at a 
faster rate than it is possible for any manufacturer to produce it. 

It is impossible, of course—and I am privileged to be with this com- 
mittee for the first time, and although I wear a Navy uniform, I have 
nothing whatsoever to do with the particular procurement, and I wish 
I did, because then maybe 1 could promise you some action, but mv 
job at the Munitions B jourd is to try to get from such statements as 
you have just made—and I think it was a very fine statement—things 
that we can take back to Washington and try to correct. If my mem- 
ery is good, those are the three salient points you made that we have 
to do something about when we get back to Washington. 

Mr. Lysarcer. That is right. 

Admiral Rinne. We will find out. I have been talking to Major 
Wharton here, and we will find out why a contract was awarded to a 
competitor, and so forth and so on, that is, specifies with regard to the 
particular deal. What I am concerned about is trying to take the 
specifics that you and these other witnesses will raise, and take them 
back to Washington and do something about it. 

There is one point, Mr. Hill and Mr. Curtis, that I would like to 
raise, and it isa real difficult one. The nonavailability of speeifications 
is a complete block on the ability of any manufacturer to bid, and yet 
I think that both of you gentlemen know that with this business of 
getting in more bids, we have a few cases where I think as many as 
850 to 900 bid sets have been requested. We are really getting the news 
around of the business of actually running out of specifications, and 
that does not mean that it is just a case of an unwilling procurement 
officer to give you the information. 

Mr. Lysarcer. Yes, we appreciate that. 

Admiral Rive. The number of requests for bids that we are get- 
ting in is a burden that is hard to overcome. 

We had one classic case, I think it was Army Ordnance, where the 
cost of getting out the bid sets and specifications exceeded, to the 
Department of the Army, the total value of the procurement. 

Now, that is getting pretty bad when you have a situation like that. 

Mr. Lysarcer. Well, Admiral, let me say this: It looks to the small 
manufacturer rather ridiculous to send an invitation form without a 
blueprint. Otherwise, why send anything, which, in itself, is an 
added cost. If the blueprints are not available, why send anything, 
because they are no good without the blueprints. 

Admiral Rivne. I think that is a good point; yes. There is the 
factor of, taking your own case, you have given us a listing of the 
number of bid sets you have requested, and the number you found 
you were able to receive. You requested, you said, 215 bid invitations, 
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and out of the 215, due to the vagueness of the description containe 
in the synopsis, and it is a tough one, there were 68 in which you were 
interested in bidding. 

Mr. Lysarcer. On which we did bid. 

Admiral Ringe. I presume the 68 represented all that you felt you 
wanted to bid on? 

Mr. Lyswarcer. That is true. 

Admiral Rrve. Therefore, the difference between 215 and 68 would 
have represented a lot of paper work being sent through the mails, 
which you would not have been interested in bidding on. 

Now, if we can develop a proper system so that we can get better 
descriptions in the synopses, I think that would help. If we ca 
somehow make it mandatory upon the purchasing officers that they 
allow more time, then it might be possible to send you the 215 you 
wanted without the bid sets, and send you only the bid specifications 
that you were actually interested in. Otherwise, it is just a waste of 
time and money. 

Mr. Lypnarcer. Absolutely. That would be ideal. 

Admiral Rive. The Air Force has done a very good job, I think, 
in that they have got a system which they have used most successfully, 
where they list their potential suppliers in certain categories of ma 
terials, and send out a post card with a return flap. It may be that 
your company has just 

Mr. Lysarcer. We are getting those. The Air Corps has sent out, 
I think there were about 9 or 10 catalogs, and in those catalogs we 
checked the items which we felt would be within our facilities. 

Admiral Rive. Then you received a post card from the Air Force 
which asks you whether or not you are now interested in bidding, and 
only if you give an affirmative reply do they send you the drawings 
and blueprints; is that not right? 

Mr. Lysarcer. That is right. 

Admiral Rive. I think that is one of the best systems that any of 
the three departments have developed to date. 

Mr. Curris. I just wanted to oan what is your opinion? You have 
dealt with all three. Do you think that the Air Force system is the 
best ¢ 

Mr. Lyparcer. I think that is ideal. The only objection we have 
is the fact that it has been 60 days since the IBM ecards have come 
out of the Air Force. 

Mr. Curtis. You mean, so far it has only been paper? 

Mr. Lynarcer. That is right. 

Admiral Rive. What we are talking about, we are talking about 
the month of July, which is the first day of the new year for the agen- 
cies of the Federal Government departments, as to their spending. 
Most of the departments had pretty well obligated their 1951 money, 
and as you gentlemen both know, the 1952 money is not easy just yet. 
Consequently, July and August are not going to be good months, or 
until Congress passes the appropriations. 

Mr. Hitx. The Chair recognizes Mr. Dalmas. 

Mr. Datmas. Mr. Chairman, I would like the witnesses, and others 
here assembled, to know that Admiral Ring is the Chief Policy Officer 
of the Department of Defense. He is officially associated with the 
Munitions Board. We have had the pleasure, as staff members of the 
committee, of having had a high degree of cooperation from Admiral] 
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Ring. He is very much interested in the small-business viewpoint, 
and he has always shown a great willingness to try to understand, and 
he does understand a great many of these problems, and some of the 
good things that have come about in defense procurement are directly 
to be credited to the interest and the ability of Admiral Ring to get 
these things done. 

Admiral Rive. Thank you very much, Mr, Dalmas. 

Mr. Huw. Word has been passed around the desk here, that Major 
Wharton has some information she would like to give you personally, 
so when you are through sometime today, I suggest that you have a 
little conference with her. We will appreciate that very much. 

I think before you leave the chair, I would like Mr. Brokaw to stand 
up, because he has been one of the boys that has been standing up for 
the fact that we need a procurement office out in this area 

Mr. Brokaw, will you say a word ? 

Mr. Broxaw. I certainly will substantiate everything that Mr. Ly- 
barger has said because we followed him through oe whole situation. 
He has not only had this particular case with the N ‘avy, but all of 
his other procurement activities have been taken up. 

We have done our best to help him with this problem, but you can 
see what success we have had, due to the machinery we have available 
for our use. 

Mr. Lysarcer. It certainly has not been through lack of coopera- 
tion, I will tell you that. 

Mr. Hix. We thank you very much for your fine statement, and for 
the benefit of our clerk here, that was Charles E. Brokaw, regional 
director. 

Mr. Lyparcer. Thank you, ladies and gentlemen. 

Admiral Rive. Could I ask just one thing about Mr. Brokaw’s 
effort—rather, I would like to add something about his effort. 

I think it is more important as to what Mr. Lybarger said about 
Mr. Brokaw, it is difficult if not impossible to try to do much about 
the small-business problems in the State of Colorado from Wash- 
ington, D.C. Only as effective work is done by the NPA field office 
people in the field, and as we in Washington, and Olaf Tackle here, 
of DPA, and the whole Washington set-up can develop, can it be done 
competently, and that is by extracting information in the field, and 
the NPA has got to do it. 

I am delighted to hear that Mr. Brokaw and his people are doing 
such a good job here. 

Mr. Hi. Already he is having his conference. That is one of 
the biggest things that thees meetings have been able to produce, that 
we have been able to put people into touch with other folks that they 
did not know existed. That is one of the advantages of having a field 
hearing. 

I hope everyone understands that, especially this committee, and 
Members of the House, that in order to come to these field hearings, 
it is quite an effort to set up a meeting like this. 

Now, our next witness is from Fort Collins, and it will be John 
Werner. Are you here, John? 

Well, we will pass him for the moment. 

The next witness will be from Denver, Mr. Bjork, of the Auto 
Equipment Co., in Denver. 
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STATEMENT OF AL S. BJORK, REPRESENTING AUTO EQUIPMENT 
CO., DENVER, COLO. 


Mr. Hix. All right, will you give us your name, and your business, 
please ¢ 

Mr. Bsorx. Gentlemen, I am here to represent Mr. McCullom, of 
the Auto Equipment Co. We are pleading the case of the distributor 
in this area. 

It is true that there are a number of manufacturers, but if you take 
out six or seven of them, the major manufacturers, you will find that 
the distribution of merchandise in this country will come to the same 
aggregate amount. I don’t have the exact figures. 

The thing we would like to have is a little more purchasing done 
in this area from the distributor. 

In a number of cases in Washington, they place contracts for 
national distribution with jobbers like we are, and ship all over the 
United States. We are unable to find out why that is, and we would 
like very much to be able to purticipate in that same business out here. 

Another thing is that we have the supply here, for a number of 
years they bought refrigerators and linoleum here, and in the last 
year they started buying that in Chicago. That goes out at the same 
price, and for that reason I think that we should have an opportunity 
to bid on those in this local market. 

We distribute an oil-filter line, and it is a national contract through 
the Bureau of Federal Supply. We get to serve through the different 
warehouses in this area the Government agencies that buy that. We 
feel that this could be done on a ——— of other contracts. Other 
than that, I don’t have much to say about the matter. 

Mr. Huw. Mr. Curtis? 

Mr. Curtis. Let me get your problem straight. What you are 
really saying, as I get it, at any rate, is that the Government procure 
ment agencies should utilize the civilian set-up of warehousing and 
distribution more than they are now. Is that correct / 

Mr. Bsork. Definitely, that is what we feel. 

Mr. Curris. I agree with you in that, and in fact, we are trying to 
do something along that line. 

In other words, if they are going to buy oil filters, for example, that 
will be used in defense trucks, let us say, in this area, you think they 
should buy them through the regular distribution channel ? 

Mr. Bsorx. That is already being done; I think that can be done 
on a number of other items, as I mentioned. That contract is let in 
Washington, but it is served by us as distributors in the area, and we 
serve about eight States out of Denver. 

Mr. Curtis. I am particularly interested in that, because I am o1 
another committee of the House. which is looking into Government 
procuring and warehousing, and we have felt for some time that 
there is entirely too much warehousing being done by the defense 
agencies which is really a duplication of the civilian distribution 
system. 

Mr. Bsork. That is the way we feel, that we don’t get enough of 
that business here. 

Mr. Hin... | would like to ask a question. Some of your difficulties 
could be resolved by the manufacturers themselves, could they not ‘ 
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Mr. Bsorx. Definitely. We know that, and we have tried to work 
with the manufacturers, but the manufacturer gives us a run-around, 
on the idea that he has to work with the Government, but it has been 
proven with two or three other lines also that he does not have to work 
with the Government; he can work through the fact that we carry a 
sufficient stock to take care of anything that might come up in the 
particular areas in which we operate. This would hold good through- 
out the entire United States. 

Mr. Hutu. You are going to have to continue to put pressure on 
your supplier at headquarters. 

* Mr. Buork. Definitely. We need the help of the Bureau of Fed- 
eral Supplies in Washington. ; 

Mr. Hiv. Well, the representative of GSA is here, and GSA is 
more and more taking over all of the purchasing of the Government. 
| wonder what he would have to say. 

Mr. Kuri. I am Otto G. Klein, regional director of General Serv- 
ices Administration. 

We are aware of the problem that has been mentioned, and the GSA 
is doing something about it: from time to time more of those contracts 
will be delegated to the field, and I am sure that we can work with 
Mr. Bjork in working his particular problem out; we have with a 
number of others. 

We have only been set up about 9 months, and as you can readily 
see, we could not take all of the contracting all at once. Many of 
them are being sent to the field here now, and we will make contracts 
here for this area. We are increasing our facilities so that we can 
do that. 

I make that as a broad statement, and I would be happy to work 
with these gentlemen, to see if we cannot work the problem out. 

Mr. Curtis. Could 1 make another comment / 

I think a good deal of the trouble we have found is in this lack of 
system in cost accounting. The Government procurement agencies 
look at the wholesale price, and they think they are gett Ing it cheaper 
than if they bought it at a price that would include the distribution 
costs, but they never compute their own distribution costs in the way 
of personnel and warehousing. 

Mr. Baork. That is the thing that we are asking be done. 

Mr. Kirin. There is some of that. But, nevertheless, the problem 
is not all the Government: the manufacturer wants to sell to the Gov 
ernment. Very often we have the problem of the manufacturer bid- 
ding against his own distributors. 

Mr. Curtis. He wants to allow the Government to do the distribu- 
tion work. Maybe we ought to do a little educating there, too. 

Mr. Bsorx. 1. don’t believe the Government can distribute any- 
thing cheaper than we can, where they have to maintain a warehouse. 

Mr. Curtis. I agree with you, thoroughly. 

Mr. Huinww. Even if they could, it might be a good idea to spread the 
contracts. We are still in America. 

Mr. Bsork. Very definitely. We have a distribution system for 
the Rocky Mountain area, that I think is equal to anything in the 
United States. 

Furthermore, it has been proven that this thing can be worked out, 
due to these facts that these companies have done it on a national 
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contract, and have distributed it through us at the same cost the manu 
facturer would take it at. 

Mr. Datmas. Mr. Cliairman, I think the manufacturers are very 
often using the distributor to work the ground until it is fertile, and 
then they want to bypass the distributor and go direct to the distribu 
tors’ customers. 

I don’t know what the General Services Administration could do 
to discourage that, but it seems to me that when a distributor is selling 
a national line, and an accepted product, that one question that the 
Government might ask is, “Do you have a local distributor?” and 
“Will it cost us any more money to buy through that local distribu 
tor?” 

Mr. Buorx. I think that is the thing that we are trying to put ove: 
here. 

Mr. Kier. May I say one thing, and that is that we do have manu 
facturers who are working to that extent to have us buy our merehan 
dise delivered at our warehouse. Some of these fellows are taking 
into consideration the working out of something with their distribu 
tors. 

Mr. Dauaas. Do you take into consideration the transportation to 
this particular spot, using this as an illustration, and add it to your 
cost at the factory, and compare it with the price that you can get it 
for laid down here by the distributor ? 

Mr. Kier. May I have that again, please / 

Mr. Datmas. I say, do you consider the transportation of the item 
to this particular spot, and add it to your cost at the factory, and 
compare it with the price that you can get it for laid down here by 
the distributor ¢ 

Mr. Kier. Of course, as you know, when we bid on an item, or 
send out a bid on an item, the vendor delivers the merchandise to us at 
the lowest price. 

Mr. Datmas. That is, f. o. b. destination. 

Mr. Bsorx. That is true in some cases, and in some cases it is not. 
But that is not the problem that we are worrying about. Can we get 
enough out here and place it here. or else have the people in Washing 
ton use the methods that other manufacturers do. We know that they 
work. If we can get that going, we will take care of the rest of it 
from our standpoint out here. 

Mr. Curris. I would like to have this in the record at this point: 
that too often in the American economy we give great praise to our 
manufacturers—which, of course, they deserve—but there is too little 
praise given to this tremendous and fine distribution system, which is 
just as vital a part of our economy, and I think in a lot of ways it has 
been the handling of distribution in this country that has produced 
our success. I want to pay great tribute to the distributors, and cer- 
tainly this committee is particularly set up to assist, because distribu 
tors are almost invariably small-business people. 

Mr. Hitz. Are there any other questions / 

Admiral Rive. Could I say one ching, Mr. Chairman ? 

Mr. Hint. Oh, yes. Any of you Government representatives of 
agencies, who wish to ask a question, please feel at liberty to ask the 
witness. I forgot to mention that you may ask anything you wish. 

Admiral Rive. I am very much interested in what Mr. Bjork has 
said. It seems to me, to try tosum it up a little bit, that it is necessary 
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for the Department of Defense to work much more closely with GSA 
in Washington than it has been. It is then necessary for GSA to fan 
more procurement authority out to the regions, because only through 
that process will you be able, Mr. Klein, to know what the require 
ments are for the area. That is under your cognizance and under 
your control, and only then will you be able to make contracts with 
firms such as that of Mr. Bjork. 

So, the heart of the problem is for the Department of Defense and 
the GSA to get together; GSA to take the necessary action to put 
out regional directors of GSA who are in a position to utilize the 
distribution systems available in their areas. 

Mr. Kuery. We hope you will do that. 

Admiral Ring. We are working on that. 

Mr. Hitt. No on person can do that, but I might pay a compliment 
to your organization. ‘That is something Congress felt we needed, and 
needed badly; and, since you are only a young bureau, we hope if you 
do grow that you absorb a lot of other smal] bureaus that we don’t 
need back in W: ashington, and I will be for you 100 percent. 

I hope, Mr. Bjork, that you will make a good friend of the GSA 
representative, and work carefully with him. 

Now, the next witness we have on our list is Rolle R. Rand, of the 
Colorado Development Council. 

I might say in introducing this young fellow that one of our first 
meetings in the West was held at San Francisco, and I think Colo- 
rado should know about this young man. He was the surprise wit- 
ness in our whole hearing at San Francisco, and he gave us one of the 
finest statements representative of the West. 

Now, we are a long, long way from Washington, and how well we 
Congressmen who try to get home know it. If I should take you 
off to one side and let you know how much it cost to make a rush trip, 
then you will begin to realize how far away we are. 

So Mr. Rand opened the eyes of all of us out there when he was the 
top witness at the San Francisco small-business hearing. 

Now, I know that he will be a good witness this morning. 


STATEMENT OF ROLLE R. RAND, EXECUTIVE DIRECTOR, COLORADO 
DEVELOPMENT COUNCIL, INC., AND SECRETARY OF THE GOV- 
ERNOR’S SMALL BUSINESS ADVISORY COMMISSION 


Mr. Hix. Will you please identify yourself for the record, Rolle? 

Mr. Ranv. My name is Rolle R. Rand, and I am executive director 
of the Colorado De ‘velopment Council, and secretary of the Governor's 
small-business advisory commission, 

First, Mr. Hill, I would like to thank you for those kind words, 
and if you will recall, out in San Francisco there was a little to-do 
about whether the Congressmen had come out to the Pacific coast for 
a good time. When I made a bid as Governor Thornton’s official 
subcommittee to appear in Denver, Congressman Multer wondered if 
the committee would be accused of coming out to Denver for a good 
time. 

Be that as it may, we don’t believe that that accusation will be made, 
and we hope to make your stay as enjoyable as possible. 

Now, to get down to the crux of the matter. 


86267—51—pt. 3 50 
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We feel that Colorado was penalized because of its geographical] 
location. When they talk about small business as the Government de 
fines “stall business,” it is any business with less than 500 employees. 
I think that definition is erroneous. “Small business” should be rede 
fined, making the definition read: “any plant from 1 employee to 99,” 
and any group from 100 to 499 should be called “intermediate busi- 
ness,’ and anything over 500 should be called “big business.” 

When you talk about small business in Colorado, so far as Colorado’: 
manufacturing facilities are concerned, there are only nine plants 
in the entire State which employ more than 500 workers. 

Therefore, when you talk about small business in Colorado, you are 
indeed talking about all Colorado business. 

Our concern with this situation led the Committee for Economic 
Development, at the request of Charlie Wilson, to request the Colorado 
Development Council to prepare certain suggestions and a statement 
of the problem as it pertains to small business generally. 

This was done by myself, Henry Moore, director of the bureau of 
business research at the University of Colorado, and Carl McGuire, 
associate professor of economics at the University of Colorado. 

In a statement of the problem, we say and affirm: 

The small-business man is not being permitted to assume his proper 
share of the mobilization effort. As a result, defense production is 
being hampered, and the potential for full-scale war production is in 
the process of being reduced to a critical degree. Moreover, the long- 
run effect may be to bring undesirable changes in the basic structure 
of the American economy. 

This universal situation stems from the possible disappearance 
of many small businesses as a result of inability on the one hand 
to get certain materials necessary to maintain their normal civilian 
production and on the other to get defense orders. 

Prompt action is necessary to prevent large-scale disappearance of 
small-business units and serious weakening of the small-business seg- 
ment of the business structure. In the manufacturing field alone, 
etablishments with less than 100 employees represented 90 percent 
of the manufacturing establishments, 25 percent of total manufactur 
ing employment and 24 percent of the value added by manufacture 
in 1947. Yet this group has received only an insignificant fraction 
of defense orders, either directly or indirectly, despite the fact that 
many have had to curtail seriously their normal civilian output be 
cause of 11 ibility to secure adequate supplies of materials. 

The purpose of a semidefense economy is to maintain civilian pro 
duction at the highest level consistent with tooling-up for possible 
full-scale war effort: that is, creating and maintaining the maximum 
tand-by facilities. As far as small business is concerned, neither of 
these objectives is being effectively accomplished. 

To the extent that small business is not integrated into the present 
semidefense economy, as much as one-quarter of the existing manu 
facturing capacity of the country may be wasted. This waste can be 
avoided (1) by enabling them to maintain, insofar as possible, their 
normal civilian production functions, and (2) by planning defense 
procurement so as to integrate into defense produc tion the maximum 
number of those units that cannot be maietiliiie din civilian activities. 

The immediate results of failure to utilize small business effectively 
in the semidefense economy may possibly be summed up as this: 
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A. The over-all effect is the unnecessary disruption of the  parcmaag 
= community structures of munic ipalities, States, and the Nation. 
The business structure will be disrupted as business units curtail 

bh A or close down entirely, 

(a) “Going concern” business organizations will become less 
eflicient or will be broken up and have to be assimilated in other 
organizations. 

(+) Workers will be laid off and will be forced to seek employ- 
ment (1) probably in other areas, (2) in communities which al- 
ready may be overcrowded, and (3) perhaps at jobs to which 
the ‘y are less suited. 

(1) This will cause expense to the individuals as well as loss of 
production to the economy. 

(c) Existing physical facilities for production may be used 
less fully or 6 Bsr completely. 

(d) New production facilities, requiring scarce materials, will 
have to be provided elsewhere to utilize displaced managerial and 
worker personnel. 

This disruption is especially critical in view of the fact (1) that 
the economy was operating virtually at full capacity when defense 
production was superimposed upon it, and (2) that small-businesses 
once ¢ ‘losed seldom reopen. 

Community structures will be disorganized as people become un- 
Fea ser and shift from one community to another. 

(a) There will be a surplus of housing in the communities 
from which they move and a shortage of housing in communities 
to which they go. 

(1) This, in turn, will create an unnecessary drain on scarce 
sul _— of building materials. 

?) Municipal facilities, inc luding public transportation, i 
“ underused in communities losing people and overburdened, 
the extent of requir ing e Xpansion, in communities gr alning peop le. 

(1) Again, there will be an unnecessar y drain on scarce mate- 
rials for water, sewerage, transportation, and communication 
facilities. 

(c) Civilian defense problems will be accentuated. 

(7) Tax revenues will be seriously reduced at Federal, State, 
and local levels. 

B. Entry into business under the controls of a semidefense economy 
is diflicult, especially for small business. Current practice in alloca- 
tion of defense orders tends to favor large business and to eliminate 
small business. Hence, it appears that not only is the existing small- 
business segment of the economy being weakened but also that the root- 
stock of business growth—the formation of “acorn” ente rprises—is 
being choked off. The effect on dispersed stand-by production facili- 
~- for full-scale war effort may be serious. 

To the degree that dispersed small business is forced out of the 
Pin sk structure, centralization of war production will occur, with 
the attendant risk of greater damage to production facilities from 
single enemy blows. 

The long-range implications of the weakening of the small-business 
segment of the economy, as We see it, are thus: 

The American economy is basically an “acorn” economy. Small 
business has been the incubator for the ingenuity and initiative that 
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has built big business. The inevitable effects of controls necessary to a 
semidefense economy tend not only to eliminate existing small busi- 
nesses but also to bring the formation of new small-business enterprises 
virtually to anend. Thus, the effort to save our economy brings into 
play forces which tend to destroy the very roots from which it grows. 
At this time it is impossible to know how long we may be in either 
a semidefense or full-scale war economy. Continued weakening of 
the small-business segment of the economy over an extended period of 
time would unquestionably bring changes in the fundamental struc- 
ture of the economy that would be at odds with the basic philosophies 
on which it was founded and has grown healthily. 
Obstacles to small-business participation in the semidefense 
economy : 
In a semidefense economy, the purpose of which is to maintain civil- 
ian production at the highest level consistent with tooling up for pos- 
sible full-scale war production, obviously small business must be given 
the opportunity to continue in its normal civilian production or be 
awarded defense orders. At the present time many small businesses 
find their normal civilian production seriously curtailed or even termi- 
nated for want of scarce materials, yet defense orders are not forth- 
coming for several reasons. 
A. Current procurement practices favor the larger concerns. 
1. When contracts are let on a bid basis the larger concerns have 
the staff and experience to discover the opportunities and prepare the 
bids. 
2. With the shift to negotiated contracts the advantages of the 
larger firms are accentuated because they are known to procurement 
officers through— 
(a) Performance on previous contracts; 
(6) Company-initiated contracts with procurement officers ; or 
(c) Prominence of the company in its field. 
3. Larger companies are known or assumed to have adequate organi- 
zational and technical capacity to handle defense orders. 
3. Small-business enterprises face specific handicaps in secur- 
ing defense work. These handicaps differ somewhat, depending on 
whether defense contracts are offered on a bid or on a negotiated basis 
and whether prime contracts or subcontracts are sought. 
|. The time factor is the major handicap to small business in suc 
cessfully responding to invitations to bid on prime defense orders. 
Frequently the bid must be submitted within a few days. In that time 
the small, would-be contractor, with little or no staff for this purpose, 
must do the following: 
(a) Secure specifications, usually from offices hundreds of miles 
away, to see if he can produce and is interested in producing the 
item- 
And along that line I would like to say here, for example, that if a 
Colorado manufacturer desires to bid on a transportation contract, 
he must contact the transportation headquarters at Marietta, Pa., that 
is, the headquarters of the district in which Colorado was included, 
and I submit that our people should not have to go to Marietta, Pa., 
in order to get a contract 

frequently finding that his trip is in vain because the specifica 

tions all too often are out of stock: 
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(6) Determine sources, availability, and cost of materials, man- 
power, and equipment needed ; 

(c) Estimate unit cost, determine bid price, and submit the bid. 

2. Lack of contact at the proper time and place is the principal 
handicap to small business in securing negotiated prime contracts. 
The procedure, although presumably routine, in effect is quite difficult. 
The small would-be negotiator is told— 

(a) To “get on the procurement list” by filing, in 55 procure- 
ment offices, a detailed brochure of facilities, personnel, experi- 
ence, and so forth—which is frequently lost and apparently sel- 
dom referred to by the procurement offices— 

And, gentlemen, if you doubt me, there are many witnesses who will 
follow me this afternoon who will give you names, places, and dates, 
and anything you need, 

(4) To have his facilities inspected and certified by the appro- 
priate inspection officers—who in most cases appear to be too busy 
to inspect small plants— 

and again I repeat, if you doubt me, we will offer proof positive this 
afternoon or later in the morning. 

(c) ‘To be prepared, when his facilities are needed for that 
purpose, to negotiate defense contracts, which do not materialize 
before he is forced out of business by materials shortages. 

When the small-business man finds this procedure ineffective and 
attempts to make contact on his own initiative, he discovers that there 
is no clearinghouse on contracts to be negotiated and is confronted 
with the prohibitive cost of attempting to contact many or all of 55 
procurement offices throughout the country with the chance that his 
efforts will be entirely wasted. 

3. Lack of effective contact also is the chief handicap to small busi- 
ness in securing subcontracts from holders of prime defense contracts. 
The current procedure is essentially the same as for negotiated prime 
contracts. Again, there is no clearinghouse and the small concern de- 
siring subcontracts finds itself faced with the staggering task of 
making its availability known to a multiplicity of holders of prime 
contracts. 

4. The inherent size of smal] business presents certain problems. 

(a) The facilities of an individual plant are not of sufficient 
size to handle many items required for defense, although through 
subcontracting and pooling such facilities may be combined to 
contribute effectively to large-scale production. 

(+) The system of procurement now in operation is not set up 
to discover these small facilities, analyze their possible contribu- 
tion to defense production, supervise their production, inspect 
their product, and integrate them into the general plan of defense 
production. 

(¢) Small plants, with limited staff, may not have suflicient 
technical knowledge for certain types of defense production. 

(@) Other problems inherent in small size are 

(1) Beted systems which are inadequate for defense-produc- 
tion accounting; 

(2) Financial requirements beyond those normally encoun- 
tered ; 

(3) Production in quantities too small to make direct ship- 
ments in carload lots. 
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Now, it is all very well for us to come up here and criticize. How 
ever, we “ae have a few thoughts to throw out before you gentlemen. 
with the hope that if you find they have merit they will stimulate 
thinking along certain lines, and perhaps something positive maj 
we, from this. 

The basic plan: 

re the present time the weakest point of the mobilization program 
is the inability of the various participating agencies to have central 
fingertip control over the many aspects of the production phase of th: 
economy. This has been attempted through hit-or-miss listings or 
so-called procurement-bidders lists which have been ineffectiv: 
Equally, the businessman finds himself unable to determine how lh 
can participate in the defense effort because he does not know to 
which agency he should go for assistance with his problems. 

Fingertip control can be achieved under the plan here presented 
Moreover, the expense probably will be less than under the relatively 
uncoordinated and, to some extent, duplicative procedures which it 
will replace. 

The following recommendations are presented as the basis of a 
program and procedure to close the existing gap bet ween procure 
ment needs and a large segment of the sources of supply that ar 
ready and anxious to provide materials for the mobilization effort 
This plan also will provide the basis for coordinating and integrating 
civilian production. 

The plan, in brief, is to develop a coded Standard Productioi 
Facilities Classification which can be used in conjunction with the 
Standard Commodities Classification Code to provide a basis for 
matching commodity requirements with available facilities for thei 
production. By cross-indexing commodities with the types of facil 
ties and equipment necessary for their production it would be possible 
by the use of standard punched cards, sorting and taublating equip 
ment, to determine readily the available sources of production of any 
commodity. 

The specific steps in this plan are as follows: 

|. Prepare a Standard Facilities Classification Code, using a system 
which will facilitate eross-indexing with the Standard Commodities 
Classification Code for the facilities needed for their production. 

(a) This step naturally involves the determination of the 
specific facilities information that will be necessary. 

2. Prepare a standard precoded facilities-listing form for securing 
the specific facilities information required. 

teem all manufacturers to fill in and file a fae menial Met 
form. Now, they groan at this, because they have done so much of 
to fill in and file this form. 

I woud like to interject here that the Colorado Governor's Smal! 
Business Advisory Commission is now in the process of receiving re 
turns from the two thousand-odd manufacturers in this State which 
will enable us to have a complete facilities listing for this purpose, 
and then we hope to make this generally available to all of the 5) 
procurement offices in this country, and have traveling representatives, 
if need be, contact the office individually from time to time, and find 
out why we are not getting the job done. 

(a) This may be done either on a voluntary or on a compulsory 
basis under legislation similar to other emergenecy-mobilizatior 
legislation. 
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4. Secure complete lists of commodities required from all Govern- 
ment procurement agencies and consolidate them. 

(a) This master list obviously would have to be kept current 
by addition of new items required. 

5. Classify and code this master list, using the Standard Commod- 
ities Classification Code, in such a manner that it can be cross-iidexed 
with the Standard Facilities Classification Code on the basis of spe- 
cialized equipment needed for the production of each commodity. 

6. Enter on punch cards the data from the facilities-listing forms 
to establish a master file of production facilities available. 

(a2) This master file would have to be kept up to date both for 
changes in existing facilities and for new facilities established. 

According to the Census of Manufactures, 1947, there were 240.881 
manufacturing establishments in the United States. Under this plan 
each of these establishments would be requested to fill in a form giving 
detailed information on production facilities. 

If that seems like too much of a job, I would like to remind you, if 
I have to, that some 17 million men were under arms during the last 
war, and somehow their records were kept straight, and this would 
be just a drop in the bucket along that line. 

This would include, for example, a complete list of power machines 
and equipment identified by factory number or catalog type, together 
with such specialized skills as may be available in worker personnel. 
With this information in the master file of punched cards it would be 
possible through the system of cross-indexing to determine almost 
instantaneously the exact location of all facilities available for the 
production of any given commodity on the master list. 

A further advantage of this plan is that the cards for those plants 
not wishing to secure defense contracts could be segregated in the 
card file to be held as stand-by facilities to be called upon in case of 
need. 

Moreover, a plant which had been engaged in civilian production 
curtailed or stopped by critical-materials shortages could request 
that its card be transferred to the defense-contracts section of the file. 
At the time this was done it would be very easy to check the facilities 
of this plant against the list of commodities currently required by 
procurement to see if a defense order might be immediately negoti- 
ated with this plant to prevent the loss of workers and the deteriora- 
tion of the “going concern” value of the enterprise to the total 
economy. 

Now, by that “going concern,” which I have here in quotes, I would 
like to mention that that obviously would be a lot cheaper, not on 
a pork-barrel basis, but for the Government to help keep small plants 
going on a stand-by basis, rather than to bring them in on the basis 
of completely new business in the event of total mobilization. I had 
heard that this would last from 5 to 25 years, actually they said 
from 5 to 50, but they decided to make it 25, because they thought the 
public would find 50 years too pessimistic. 

This type of function would be especially beneficial to the many 
small businesses who are now being lost in the shuffle under the present 
procedures. 

It seems highly probable that some adaptation of the plan here 
proposed can be developed to equitably match materials requirements 
of both civilian and defense industries with the changing supplies 
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of critical materials. The limited time for this preliminary repor' 
has not permitted adequate study to fully determine the fe: sibility 0 
its application in this area. 

And by that I mean, of course, Colorado. Now, naturally, yo 
need a large organization for this, but not as large as many existing 
organizations. The set-up of the organization should be as follow: 

There should be established in the Office of Defense Mobilizatic 
a central agency specifically charged with handling all phases « 
defense procurement and production and of civilian production | 
the degree that it must me coordinated with defense productio 
CMP is part and parcel of that. This agency should be set up wit 
a central office in Washington and with regional offices. The locs 
tion of regional offices and the delineation of regions should be dete: 
mined on the basis of the degree of industrial development combin 
with travel time to reach the nearest regional office from any part 
of the country. Regional limits should not be in excess of 500 mil 
from any regional office. 

The function of the regional offices of this agenc AY shall be to mai 
tain a two-way flow of information from W ashington to the regional 
office and from the regional office to Washington. 

The regional office shall be headed by an executive officer, who 
shall have authority commensurate with the importance of thi 
position. 

(a) Specifically, the regional officer shall have authority 

(1) To make allocations of scarce materials within the region, 
subject to review in some cases by the Washington office. NPA, 
of course, is currently doing that. 

(2) To assist in the organization of small manufacturers into 
pools for handling defense orders too large for single plants: 

(3) To inspect and certify the facilities of firms desiring de 
fense contracts: 

(4) To advise procurement officers of available productior 
facilities and to advise civilian-goods producers who are in dis 
tress due to materials shortages of defense production opportuni 
ties ; 

(5) To arrange for the clearance of small firms under Federal 
legislation such as the antitrust laws and the Walsh-Healy Act 

(6) To provide or arrange for the provision of technical as 
sistance to firms needing it; 

(7) To assist the firm in securing financial assistance needed 
order to carry out performance on defense orders. 

A lot of this, of course, has already been done, but we could not ig 
nore it in the over-all master plan, obviously. 

(b) The regional officer shall at frequent and stated intervals 
consult in person at the Washington office in order to familiarize 
himself with last-minute developments in procurement needs, 
materials searcities, and regional developments throughout the 
country. It is essential that a face-to-face relationship be mai 
tained between the Washington office and the regional officers 
Contact must not be maintained solely by directives. 

ec) The regional officer shall be assisted by a regional advisor) 
board composed of business and professional leaders and me! 
from institutions of higher learning, selection from both groups 
being on the basis of technical competence. 
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2. The regional office shall maintain an adequate library, even though 
it may be expensive in space and money, including— 

(a) As much information on bid and negotiated contract op- 
portunities as is available to the national office; 

(b) Up-to-date and complete sets of specifications of procure- 
ment items, within the limits of military security; 

(c) Complete information concerning pooling. Model articles 
of incorporation, model procedures for organization, and so forth, 
that will be of practical value in stimulating pools shall be made 
available. The voluntary advisory board shall assume the ini- 
tiative in stimulating pooling operations. 

C. Some general policies for the guidance of the new agency: 

1. Each prime contractor shall be required to subcontract as much 
of his prime contract as is feasible. Rewards and incentives for sub- 
contracting should be provided to prime contractors and penalties 
sometimes now inadvertently placed on subcontracting shall be re- 
moved. For example, the allowance for administrative overhead 
granted to the prime contractor for overseeing subcontracts shall be 
reviewed for its possible deterrent effects on small business. 

2. Small businesses that would otherwise be forced to close their 
doors shall be given preference in securing Government contracts, even 
if this means a slightly higher cost to the Government. 

I don’t mean marginal producers who just want a handout, but I 
mean people suffering from the present defense economy. 

This might take the form, for example, of payment of freight-rate 
or materials cost differentials of small producers. A higher initial 
cost for a contract may save the economy the greater long-1 run cost of 
later duplicating the facilities and of organization wasted if small- 
business men are not now awarded contracts. On the other hand, 
nothing in this recommendation shall be interpreted to mean the 
— of a pork barrel for small business interests. 

. Information on contracts to be offered for bid and notice of 
cmlane to be negotiated shall be released simultaneously through 
all regional offices. 

4. A minimum 20-day period of time between announcement of 
opportunities for Government orders and date of bidding or nego- 
tiation shall be required, except in cases where extreme military neces- 
sity may dictate a shorter time period. 

The President, through Executive order under national emer- 
oni y legislation,’shall reduce or eliminate tariff duties on materials 
in scarce supply which can be obtained from overseas sources. Ma- 
terials should be acquired overseas when necessary in order to keep 
the civilian economy in operation as well as for defense requirements 
and for stockpiling. This measure is conceived to be for temporary 
and emergency purposes only. 

6. New facilities for production shall not be created until existing 
facilities for that type of production have been fully utilized. 

7. Each of the procurement services in designating items for the 
national procurement list shall select those items suitable for distribu- 
tion among a number of contractors, and, whenever possible, multiple 
awards shall be made, either on a bid or negotiated basis. 

The role of big business in the maintenance of a healthy small-busi- 
ness segment of the economy is as follows: 











2644 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Small business in normal times is an important customer of big 
business and an important supplier of parts and materials. The sem) 
defense economy does not invalidate the healthy reciprocal relation 
ships between these two sections of the economy. Under the specia| 
conditions of the semidefense economy, big business can aid its ally, 
small business, through subcontracting, through giving aid in th: 
organization of pools, through the provision of technical assistance 
and know-how, and in many other ways. Small business can assist big 
business in fulfilling its tremendous obligations in the semidefense 
economy. Together these two forces constitute a bulwark of produc 
tion indispensable to the survival of the free world. 

That is fine, so far as this plan is concerned. Now, so far as Colo 
rado is concerned, what we want out here is a procurement office. W, 
feel that we are penalized because of our geographical location. W: 
feel, and we have had experts testify upon this, that, if we had one 
procurement office in Colorado, all of Colorado’s small-business prob 
lems would be solved. 

Now, you may wonder why Colorado should receive any special 
treatment of this kind, and the answer is this: 

Of the 11 Western States, the four great wholesale trade areas are 
the State of California, the State of Oregon, the State of Washington, 
and the State of Colorado. However, California, Oregon, and thie 
State of Washington are in competition with each other due to thei: 
geographical proximity. 

Colorado, however, is not in competition with the Pacifie coast. 
North of the Colorado border there is very little between the Stat: 
line and the Canadian border. South of Colorado there is very little 
between our southern State line and the Mexican border, except Albu 
querque, N. Mex., and you might say the State of New Mexico. 

But I submit that the State of New Mexico has a false boom, based 
upon Government spending, and, if you were to withdraw the Govern 
ment spending from the State of New Mexico, all these new services 
will fall collect ively on their face. 

East of here there is nothing bet ween the 500 miles between Wichita, 
Omaha, Lincoln. And west there is nothing between here and Cali 
fornia except Salt Lake City, which has been known to deny the exist 
ence of Colorado. 

However. people come to this region to trade, and I submit again 
that the entire Rocky Mountain economy depends upon our getting a 
procurement oflice out here. If incentives are needed, if a differential 
is needed, regarding transportation costs and the exorbitant freight 
rates, I will not quarrel with the right or wrong of the current freight 
rates, but I am saying that so far as our small-business men are con 
cerned, in their efforts to take their proper share in the national de 
fense effort, that freight rates often are the stumbling block. 

If we could have a procurement office out here, we think that it 
would effect successfully the economy of at least 8 of the 11 Western 
States. 

Mr. Hitt. Thank you for a very complex and very interesting state 
ment, . 

Now I should like to read a paragraph here, and I would like to have 
if placed in the record: 

The narrow limits of defense procurement are graphically illustrated by 
figures recently compiled at the request of the committee. Fifty-five and three 
tenths percent of the total dollar value of defense procurement for the period 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2645 


July 1, 1950, through March 31, 1951, has gone to 100 corporations. This figure 
does uot include contracts awarded to affiliates and subsidiaries not readily 
identifiable except through a study of intercorporate relationships. A further 
breakdown of the total dollar value of all defense procurement reveals that of 
the 100 concerns under study the first 10 received 27 percent ; the first 15 received 
33.3 percent; the first 25 received 40.1 percent; the first 50 received 48.2 percent 
(percentages are all cumulative). Thus the other 50 concerns in this group re- 
ceived only 7.1 percent of the total. It staggers the imagination to contemplate 
the infinitesimal percentage companywise if this study were extended to include 
500 or 1,000 corporations. For example, the last company on the list of the 100 
received only 0.1 percent. The broadened base and dispersal program we hear 
so much about just has not occurred if these figures are even approximately 
correct. We must assume they are since they were furnished the committee by 
the Munitions Board. 

Now, Mr. Curtis, and anyone else, who wishes to ask Mr. Rand a 
question, may feel free to do so. 

By the way, I might say that by looking at the clock, we are mov- 
ing fairly fast, but we are going to have to take less time for each 
witness, because at 5 o'clock we want to have you all finished. 

Mr. Curris. I have no questions, but I just wanted to make this 
comment, that Mr. Rand certainly presented us with a very thought 
provoking statement, and some very interesting ideas. 

Of course, what bothers me is his statement that he wants to em- 
phasize that that would be an emergency and temporary measure; 
at the same time, that 5 to 25 years is the estimated emergency. 

We have now been in an emergency for almost 20 years. 

l am very much concerned, in all of these planned programs, as 
to how under that system or any system where the Government steps 
in and supervises your new companies, the 6-vear-old company, and 
the company that is going to be organized tomorrow, and that is 
the thing that is important to our economy, whether it is going to 
be allowed to grow, becausé if we stunt their growth or eliminate 
the growth of new enterprises in this country, and they are small 
when they begin, if we do that we have wrecked our economy, and 
maybe we should have a special committee on small businesses about 
to be born, new businesses. There should be some way devised to 
preserve the field in this country whereby new business can arise. 

Mr. Hitz. You want to make a midwife out of us / 

Mr. Curtis. Well, it has me worried. 

Mr. Ranp. Well, sir, I concur with you completely. The thing 
that has made this country great is the ability and the freedom and 
the ingenuity of the citizens of this country to embark upon a new 
enterprise. 

If you discourage new businesses, which the present semidefense 
economy has a tendency to do, there is little question but what we 
may very well become a second-rate nation, or else there will be a 
spiral by big business, subject, of course, to taxation, in which we 
may find ourselves even closer—and I don’t mean this politically— 
to the welfare state. 

l often wonder what our young people think when they get out 
of college, and those of us particularly who, after they get a little 
experience, and if they have access to some form of private capital, 
| often wonder how many deterrents are automatically placed in their 
path to discourage them from opening new businesses, which in turn 
leads to greater research and greater productivity generally. 

So far as the phrase, “temporary emergency” is concerned, I 
would have to refer you to Mr. Symington, who used that express- 
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ion, and, secondly, as I used the phrase “temporary emergency” in 
this suggested plan, that had to do with the lowering of tariff bar 
riers specifically, because we desired not to get into a tariff fight, 
should this plan receive any consideration, and that it should be 2 
temporary emergency basis. 

I can give you a specific case, and the name of the company eludes 
me, the case of a manufacturer who required a cert: ain steel-harden- 
ing element last November. At that time he had 250 employees. 
As of March, some 4 or 5 months later, he was down to 3 employees, 
one of them being himself. Yet there is an abundant supply of this 
particular steel-hardening agent in Belgium, but we cannot get it 
into the country because of the current high tariff restrictions. 

Now, if we could have the tariff barrier lowered in specific cases, I 
think then we could go in for stockpiling, and at the same time have 
our cake and eat it, too, or perhaps achieve ~% desired result which 
Charlie Wilson said would take place by 1953, of having both guns 
and butter. 

Mr. Dauaas. Mr. Chairman. 

Mr. Hitz. Mr. Dalmas. 

Mr. Datmas. Mr Rand, is your Colorado State Planning Develop- 
ment Agency a member of the Association of State Planning and De- 
velopment Agencies / 

Mr Ranp. No, sir; we are not, and I will explain briefly why we are 
not. 

Mr. Datmas. I am not questioning your choice, I just asked for 
information. 

Mr. Rano. I think it is interesting, in this sense, that there are 46 
State development agencies of which only one, the Colorado Develop 
ment Council, is privately financed. We are nonpartisan, nonpoliti- 
cal, and we are designed to speed up the growth of Colorado. 

In the Association of State Planning and Development Agencies 
set-up, they approached us and asked us to join. We are on a recipro- 
cal basis, and exchange information, and we are on their mailing list 
and they are on ours. We asked them to determine what our member- 
ship fee would be and they said $100 per year, and they placed us in 
the same status as the Federal Reserve bank 

That was a great compliment, but unfortunately, our limited funds 
have prevented us from going ahead on this basis, so we did not join 
them. 

Mr. Datmas. The reason I asked you that was because the Legis- 
lative Committee of the State Planning and Development Agencies 
not long ago came to us, and one of the things they wanted done was 
to include the State agencies as partners in this plant survey that 
you mentioned, and in that connection, the committee, in its advocacy 
of the Smaller Defense Plants Corporation on the spot wrote in an 
amendment to one of the provisions. 

Mr. Chairman, if I can read it, I would like to do so: 

One of the requirements of the Corporation is to make a complete inventory 
of all productive facilities of small-business concerns which can be used for 
defense and essential civilian production, or to arrange for such inventory to 
be made by any other governmental agency which has the facilities, provide— 
and this is where the State Planning and Development Agencies 
‘ame in— 
that in making such inventory the appropriate agencies in the several States 
shall be requested to furnish an inventory of the productive facilities of small- 
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business concerns in each respective State, if such an inventory is available 
or in prospect. 

Mr. Ranp. I think that is a very fine idea, except that it seems to me 
it would eventually wind up, or could possibly wind up, in becoming 
another form of duplication of effort, and I think that is the thing 
that has made so many agencies and so many small manufacturers 
rather disillusioned. 

However, I would like to reemphasize for the benefit of this com- 
mittee, that again Colorado business is small business. All plants, 
excepting nine, have less than 500 employees in this State, that is all 
manufacturing plants. Yet, when our people want to bid on a certain 
type of contract, we circularize the 55 procurement offices for infor- 
mation, and if they want to bid with the transportation corporation, 
Colorado has to go to Marietta. In Ordnance they have offices in 
St. Louis, Mo., and another office has its headquarters, of which Colo- 
rado is in that district, in Oakland. 

Once again, Colorado was ignored in setting this up. Between the 
Mississippi and California, there is no bo: rd, except for one in Dallas, 
Tex., and I don’t see why anytime you have an economy which is being 
affected, which does affect some eight Western States completely, and 
a half-dozen adjoining States, it seems to me that the least we could 
have in this area is a procurement office. 

I am sure that if Mike Mansfield of Montana were here, or Clint 
McKinnon of California, that they would bear me out on that as I hope 
you gentleman will eventually. 

Admiral Rine. Mr. Rand said something here, for the sake of the 
record, the Chemical Corp., Rocky Mountain Arsenal, located in Den- 
ver, which is ¢ : rtainly nearer than the Pacific coast, has a plant, and 
Mr. Leslie L. Jowell is the man. 

Mr. Rawnp. That information came to us 2 weeks ago, when I 
attended a meeting headed by Gibbs. Yes, there is that office, and at 
the risk of being accused of being slightly inaccurate or being con- 
siderably inaccurate, when I say from the west bank of the Mississippi, 
Lam concerned with getting the job done. 

Admiral Ring. I simply wanted to have the record reflect the correct 
situation. 

Mr. Huu. Are there any other questions / 

Admiral Reve. I have one question. 1 am very much interested in 
Mr. Rand's proposal, but it seems to me, Mr. Rand, that you have 
argued both sides of the case. 

First, you want a great central bureau, and it will be a big one, one 
of the biggest we have ever seen, to card index and catalog on a basis 
where | am afraid many of the firms would be out of business before 
we ever got to it, 

It has been our hope in Washington that we can build up proper 
field organizations, and decentralize, as I talked to Mr. Klein a few 
moments ago, and put the business out in the regions and give Colorado 
its fair share of that play on a live basis. 

No card index of business firms is worth the paper it is written on, 
because even by the time the thing is printed, there would be many 
changes, and the problem is so vast that it has been our hope that we 
can do it on a proper regional basis. 

That is why I have great hopes for greater participation between 
the Department of Defense and General Services Administr: ation, 
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for more effective work by the NPA and its regional office, because 
when you tell me it has been said if one full-time procurement office 
were placed in Denver, that most of Denver’s troubles would be solved, 
I would like to say “Amen” to that statement, but it runs contrary 
fo the business of the accumulation in one central place in Washington 
or any other place in this country ce pe ain records. 

The information would be dead by the time we would get it in 
Washington, or get to it in Washington. 

Mr. Ranp. Well, if you would give me your word that we would 
have a procurement office, preferably within 90 days, I would like to 
withdraw my statement and light a match to it. 

Admiral Rrxe. Well, I wish I could give you that assurance, but 
I cannot, and consequently will not. 1 will do the best I can. 

Mr. Hitz. Will you be around where we can ask you some questions 
this afternoon ¢ 

Mr. Ranp. Yes. 

Major Wiarton. I would like to tell Mr. Rand that those of us 
who are natives and taxpayers of New Mexico did spend a lot of money 
in Colorado, California, and the rest of the Western States, and we 
consider that our dollars are pretty good, and we are interested in 
Colorado business, definitely. 

Mr. Ranp. Major, if I had known you were from New Mexico, I 
would have softened my remarks concerning New Mexico. 
| Laughter. | 

Mr. Hinw. Is Mr. Preston Walker present ? 

Mr. Waker. Yes, sir. 


STATEMENT OF PRESTON WALKER, PRESIDENT, COLUMBINE 
DEVELOPMENT CORP., AND VICE PRESIDENT, GRAND JUNCTION 
SENTINEL, GRAND JUNCTION, COLO. 


. Huw. Will you identify yourself for the record, please / 

Mr. WALKER. M\ name is Preston Walker, and I am president of 
the Columbine Development Corp. and vice president of the Grand 
Junett if Sent inel. 

Mr. Huw. Well, Mr. Walker, I am glad that you, as a newspaper 
man, are here and that you are going to testify. I have waited for a 
long, long time to have this chance to have a newspaperman before 
the committee. He is usually always in the background making a 
record ¢ 1 US. 

Mr. Wanker. Congressman Hill and members of the committee: 

First, I want to express my appreciation for the opportunity to 
be here. Secondly, I want to preface my remarks with the statement 
that I ame here as an individual—a lifelong resident of Colorado and 
and active editor in the daily newspaper field for the past 20 years. 
The fact that I am president of a company which has been seeking 
to est: ablish a defense industry in Colorado is, so far as I am concerned, 
ine ile nits al. | have paid my own expenses over here and I represent 
no company. I sieagle am appearing as a private citizen who is 
much concerned over the absolute lack of decentralization of industry. 
and the absolute lack of understanding or willingness to leartr on the 
part of defense agencies of the vast potential resources of the western 
part of America. ‘These resources should be going into the defense 
program and should not be exploited as they now are by the highly 
industrialized eastern and western seaboard sections. 
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I feel that I can speak with some knowledge in view of the fact that 
Iam fresh from 4+ weeks of riding the Washington merry-go-round 
and being bumped from one division to another in NPA and DPA. 
As head of a proposed pulp and paper development, I have spent 6 
months in filing papers as required by law for certificates of necessity 
and making application for a loan under section 302 of the Defense 
Act. 

Of course, with each passing week we were forced to spend more 
and more money from the pockets of citizens and residents of Colorado 
in order to keep the project alive. Such expenditures meant nothing, 
seemingly, to those who took their time about processing papers. All 
of this would have been perfectly all right if we did not find out 
some 5 weeks ago that all of the effort had been wasted due to the fact 
that existing pulp and 4. interests could build similar plants with- 
out assistance from the Government. Such facts were known for 2 
months previously by NPA. Therefore, NPA said, the Government 
would give us no assistance. 

The project which | am referring to would put to use for the defense 
effort 100,000 acres of timber on the watersheds of the Rocky Moun 
tains and which timber is now posing one of the great problems now 
facing the United States Forest Service. Killed by an invasion of 
beetles some 10 years ago, the Government of the United States has 
already spent some $3,000,000 in trying to control the pest. In addi- 
tion, the United States Government, through Congress, had appropri- 
ated $80,000 4 years ago to try and interest private individuals in the 
project. The formation of the Colorado company and the present 
proposed project is an outgrowth of the Forest Service's effort. If 
this timber is not used, watersheds of the Rocky Mountains will be 
endangered and as a result even California will feel the effects on the 
flow of the Colorado River. It is also interesting to note that as a 
result of tests financed by the Colorado group, it has been discovered 
that this timber makes the finest pulp available in the world today, 
equal to that which heretofore has been imported from Sweden. 

It is also interesting to note that as a result of price ceilings Sweden 
has withdrawn from the United States market. 

In view of these facts and in view of the soundness of the project 
from a financial standpoint, with which soundness the RFC has agreed 
as the fiscal agent of the NPA, the refusal of assistance was a surprise. 
It was also a surprise in view of the fact that we were granted a 
certificate of necessity. At that time we were told that our project 
fitted in perfectly w ith the defense e ‘fort. It Was a surprise to us In 
view of the fact that opinions of the Nation’s top economists on pulp 
and paper did not begin to jibe with the figures claimed by NPA. 

I have attached to this statement a history of the pulp and papel 
project which, if any of you have time to or care to read, I would be 
very pleased to have you do so. ; 

Frankly, however, I did not come over here with the belief that this 
Colorado project which has had for the first time in my knowledge, 
the united backing of all of the State of Colorado and all of the press 
in Colorado and which project would benefit everyone. 

It is one of those projects conceived by the little man and financed 
and promoted in its entirety by the small-business man who knew 
that he should try to help himself if he wanted industry within the 
region. This goal would have been achieved had not the Korean War 
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come along and had not the war, plus Government regulations, ru: 
a au pees capital out of the market. 

I did come over here to say that after our experience in Washington, 
the small-business man, and I speak of the man who employs. tw 
people or who, like concerns such as ours, comes under the Govern 
ment’s definition of smal! business—any firm that employs under 50 
people—stands little chance of securing help or little chance for that 
matter, of existing under present governmental procedures. As | 
understand it, this committee is considering the advisability of es 
tablishing regional offices to aid small business. Such offices, if the) 
are to do any good, must have the power to make recommendations 
for their particular areas that will be followed in Washington. 

There are few small businesses who, seeking either Government con- 
tracts or Government help, can afford to send representatives or hire 
l-percenters of 5-percenters in Washington to spend weeks following 
the red tape of the various Government agencies. In recent weeks, 
I have met men who have been sitting in the Nation’s Capital as long 
as 6 months. They are being led on from day to day by some par 
ticular division or some particular department. They tell me that 
if you sit long enough, you eventually get somewhere. 

The small-business man of the West would much prefer a “yes” or 
“no” answer and certainly if he could secure one, it would relieve the 
tremendous burden now resting on the shoulders of Congressmen and 
Senators from each district whose offices are deluged with requests 
from constitutents and who, in many instances, are employing men to 
help small-business men untangle some of the red tape. 

I would like to say at this time, that the only help forthcoming to 
any of the small businesses as of now, comes from the NPA and DPA 
Small Business Department operating under the Department of Com- 
merce. It isthe only office in Washington that I know of, in which the 
man seeking to participate in the defense program is treated like a 
citizen and not like a crook hunting something for nothing or seeking 
to defraud the Government. 

That no recognition is presently being given to the Report on the 
Need for Industrial Dispersal as recently issued by the Joint Com- 
mittee for the Economic Report is best shown, in my opinion, by look 
ing at Colorado’s figures. As of May 7, the Defense Production Au 
thority announced that certificates of necessity totaling $100,622,000 
had been issued in Colorado. Similar percentages or even less exist in 
other Rocky Mountain States. This figure represents 1.9 of the grand 
total of the industrial certificates of necessity issued as of that date 
in the Nation. Two of these certificates are on the eastern slope of 
Colorado, in Denver and Pueblo, represent all but $20,000,000, The 
certificate issued to the company of which I am president and for 
over $15 million, is included in this $20,000,000 and may be unused 
unles¢ we are successful in putting together private capital or in sell- 
ing out to the Pulp and Paper Trust. 

Yet here is a State and here is an area that meets every single 
requirement as listed by the Joint committee of Congress in their eco- 
nomic report. Labor is available. Natural resources are available 
which if used, would relieve the boxcar shortage. There is sufficient 
water and power. Housing is not critical. There are hundreds of 
canyons and valleys less susceptible to air attack than any place else in 
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the Nation. Yet the area is ignored by Government agencies in 
Washington. Heads of these agencies almost without exception are 
representatives of industrial sections already congested and offering 
prime targets in case of attack. I have found that most of the men 
within these Government agencies have lived all of their lives on the 
eastern seaboard and neither know nor have any desire to know of 
conditions in the Rocky Mountain States. 

Until this attitude is changed and until agencies of the Government 
directly charged with the dispersal of industry in the defense of the 
Nation have branches of their offices and with considearable authority 
closer to the various sections of the country, there can be no industrial 
dispersion and there will continue to be absolute control of Govern- 
ment projects and of industrial expansion by presently existing and 
very rich corporations, cartels and monopolies. 

It is true of the uranium and vanadium deposits. It is true of the 
zine and lead deposits. It is true of the vast water-power resources 
and the vast electrical power potentials. It is true of great sulfur de- 
posits. It is true of the chrome deposits, in the far Western States 
which for many years have been kept from development by the same 
great trust that until the past year had a stranglehold on the uranium 
production of America. The stranglehold has lessened but they still 
have a “hammer lock” with the he Ip of Government agencies. Prac- 
tically every resource that is in critical supply and demand is avail- 

tble in the Western States, vet there can be no development until they 

are controlled by the great trusts and monopolies which for some 
reason seem now to be in the saddle so far as the United States ad- 
ministration is concerned, 

And I believe I might preface my remarks here and state that I have 
been a Democrat all my life, although this may not sound like it. 

The little-business man and the little operator develops. His efforts 
and his devolopment are lost, however, and he is frozen out of the 
picture by lack of Government sympathy and assistance. All his 
work is thrown into the trash can so far as the Nation’s resources are 
concerned, because the development of a new area and the additional 
supply might crack existing monopolies. 

Such has been true of Colorado’s pulp and paper development. 
State citizens and their Representatives in Congress are still wonder 
ing just why Government aid cannot be given pulp and paper when an 
even richer industry, such as steel, is granted loans right and left. By 
Government statements pulp and paper is just as critical as steel and 
in just as short supply. 

I am not trying to attack the Government of the United States, but 
[ am trying to say that more and more attention must be given to the 
small-business man. He will soon cease to exist unless he gets help 
and understanding. If no help is forthcoming and the Government 
follows its present policy, the bigs will continue to get bigger and the 
smalls will disappear from the American scene. 

As I said, I do not come here representing any one group, but I do 
come as a comparatively young man who has been much interested in 
the State in which he was born and who ni aturally is much interested 
in the United States. I came here against the advice of a good many 
men much older than I. Only yesterday I received a telegram say- 
ing, “On inquiry I consider it an utter waste of time to attend the 
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meeting Monday mentioned by you on the telephone.” So long a 
Americans consider it an utter waste of time to attend congression: 
subcommittee hearings, then just that long will Congress have a mos' 
difficult time actually knowing the facts “and conditions. 

Naturally, if any help can be given to the big pulp and pape: 
project on the western slope of Colorado, which region is rapidly bi 
coming a distressed area as hundreds of skilled workers and hom 
owners are forced to leave because of lack of defense projects an 
forced into crowded areas to accept jobs in order to make a living 
I would appreciate it very much. So, too, would all of Colorado, 
am sure, including the State’s chief executive and members of Colo 
rado’s senatorial or congressional delegation. 

Again, I want to thank you for the opportunity to appear here, an 
I am attaching to this brief statement, upon the request of the Colo 
rado Resources Development Council, a brief history of the pulp and 
paper project and of the facts and figures which were represented t 
the various Government agencies be fore we were turned down by the 
National Production Authority in our request for a loan of $15,552,000, 
which loan would have been matched by 514 million dollars of junior 
capital representing private money. It would also place into the de 
fense effort the last virgin spruce timber area in North America— 
an area that now not only is lying idle but will within a few years 
become a total loss to the Nation’s economy. RFC approval of the 
project from an economic standpoint has been given, both in the 
regional and Washington offices. 

Again I want to say thanks for the opportunity to come here. 

Mr. Hitz. Thank you, Mr. Walker. 

Mr. Reporter, will you see that Mr. Walker’s presentation is made a 
part of the record ? 

(The document referred to above is as follows.) 


PurRPOSE, HIsTory, AND PRESENT STATUS OF COLUMBINE DEVELOPMENT (Co. 


The Columbine Development Co. was formed in the fall of 1948 by a group 
of small-business men largely from Grand Junction, Colo., who were willing to 
risk money in an invest'gation attempting to prove feasibility of establishing a 
pulp or paper industry in western Colorado, an area which is presently without 
industry. 

The action was encouraged largely by publicity given by the United States 
Forest Service as to the availability of some 2,500,000,000 board feet of timber 
in Colorado's national forests which had been made useless for anything but 
pulpwood by an invasion of insects. 

The original stockholders knew that many obstacles such as stream pollution 
favorable freight rates and adequate water supply would have to be overcome 
before further steps could be taken. Preliminary engineering and legal investi 
gations alone ee some 12 months and the expenditure of $45,000, all of 
which money was advanced by the western Colorado businessmen. 

After the herd iry problems were worked out, Columbine made a bid at 
the Forest Service’s public auction of 400,000 acres of timber and made the 
$25,000 deposit required by the Forest Service. That was in March 1949. 

Since that time the company, still composed largely of representative citizens 
of western Colorado, all of them small-business men as compared to the usual! 
investors in projects of this magnitude, has made investments of approximatel) 
$195,000 for comprehensive engineering and design reports and for business 
studies, all of which prove the economic and technical feasibility of the pro 
posed industry unit. 

In addition to this sizable outlay, Columbine has arranged for the supply of 
more than $5,000,000 of capital from private sources, representing over 25 per 
cent of the total financing required to complete the program. 
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This more than $5,000,000 in debentures and equity will be used to assure 
completion of the project. The requested Government loan covers only actual 
building and equipment costs of the mill. 

In January of this year it was estimated, exclusive of the roads and woods, 
equipment needed to make possible the operation of the Columbine pulp mill, 
but including $600,000 for interest during construction, that Columbine’s program 
would require $19,102,000 total capital, as indicated in Columbine’s application 
for Government loan filed January 11, 1951. 

By eliminating the provision of $600,000 for interest during construction, in 
accordance with the instructions of personnel of NPA’s Loan Division, the total 
program represented an investment requirement of $18,502,000. The detailed 
examination of Columbine’s financing plans made by personnel of the NPA’s 
Loan Division with Ebasco’s representatives indicated that NPA would require 
the demonstration that Columbia conld provide sufficient private capital to meet 
the cost of building forest roads and procuring woods equipment and to provide 
funds to offset extras, over-runs, the application of escalation clauses in purchase 
agreements and other contingency liabilities resulting from the change in the 
economic picture between December 20, 1950, and May 1951. 

To meet NPA indicatel requirements, Columbine has made arrangements to 
provide not less than $5,250,000 of private capital funds. 

It is significant to note that compliance with NPA’s requirements expanded 
the financial program from $18,502,000 as of December 20, 1950, to $20,802,000 
as of May 1951. 

Columbine’s program has been a community program, It has gained its strength 
and structure from the local residents throughout the western Colorado area. 
Industrywise, this area is completely undeveloped. The need for additional 
payroll and the other economic advantages accruing from the establishment of 
an operation such as Columbine envisions has served as the unifying factor 
bringing Columbine the full support of every established community in the area. 

This wholehearted support of Columbine is nowhere more concretely displayed 
than by the many contributions residents of the area have made toward its basic 
engineering and survey requirements. The Rio Grande Railroad Co. alone has 
contributed at least $50,000 worth of engineering and marketing survey services 
to the company. This cooperation from the communities and firms in the area 
accounts for the relatively small sum Columbine has been required to expend 
for such services, including what it would cost for broker’s commission fees to 
underwrite $5,250,000, at better than $530,000; yet Columbine has been able to 
complete this work with an investment of approximately $195,000 subscribed in 
cash anil company stock issued from the treasury for these additional services 
and assets. The difference between $195,000 and $530,000 represents an asset 
not to be found on the balance sheet. 

Columbine’s program represents the type of industrial development opportunity 
which the citizens of western Colorado have long wanted, It is an opportunity 
to make available to the Nation’s defense economy another resource which will 
be otherwise wasted; an opportunity to participate in the industrial dispersal 
program so widely proclaimed by the Federal Government; opportunity to better 
the economic position of their own communities through development of their 
basic resources in the same manner as are regions more favored with industrial 
expansion. 

Columbine’s program is economically and financially sound. It has won the 
support of the Department of Agriculture. Its economic soundness was supported 
in the report RFC made to NPA after full examination of the proposed project. 
Furthermore, its place in the defense program was established by the issuance 
of a certificate of necessity by the National Production Authority. 


NOTES ON COLUMBINE’S CAPITAL STRUCTURE AS PROPOSED 


Columbine’s stockholders have invested approximately $195,000 as of May 1951 
in defraying the cost of essential engineering studies; for the option on timber 
rights; for various surveys; acquisition of water rights; solution of pollution 
problems; negotiation and option payments on mill site; and other expenses 
incident to the development of the pulp mill plan. Furthermore, arrangements 
have been made to secure over $5,000,000 in private junior capital. 

The industrial water rights represent an example of the type of hidden assets 
Columbine has been fortunate to acquire. While a statement of assets would 
list these water rights as acquired at the nominal value of $225, in actual point 
of fact such water rights could not be obtained elsewhere at a cost of less than 
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$25,000. Only those familiar with semiarid territories can fully appreciate the 
tremendous value of this asset. 

The substantial investment of the stockholders, coupled with the over $5,000,000 
of private funds represents over 25 percent of the total cost of the entire project. 
The company officers together with Ebasco Services Inc. have exhausted every 
resource available to them through insurance companies, banking institutions, 
and brokerage houses to obtain all of the capital requirements for the entire 
project from private sources—all without success. 

The company has arranged, under the provisions of section 302 of the Defense 
Production Act, that the junior securities representing the private capital sup 
plied will not receive any interest or dividends until the section 302 loan shall 
have been repaid. 

The provision of total capital of $20,802,000 covers the following items: 


Land LS Tes felihcedaiedtiaaiia isle abd siemaenih aanne aliens - $106, 000 
Buildings Oem arate Ey TS Ce RC EL 
equipment " a nl auanindaindatepiamcgannasitimas: Ane 
Engineering, construction costs and fees “ ---. 1,002,000 
Contingencies (calculated as of Dec. 20, 1950)___ . 1, 400, 000 


Organization of financing expenses, supervision and training of per- 
150, 000 
2. 100, 000 


sonnel Se ; adele a 
Working capital " eS 
Forest roads and woods equipment 1, 300, 000 
Additional contingencies (over-runs, escalation, etc.) as of May 1951 1, OOO, 000 





Grand total ’ _ ; - eA te _. 20, 802, 000 


NOTES ON LABOR SUPPLY IN WESTERN COLORADO 


There is in western Colorado an adequate supply of labor required to construct 
and operate the pulp mill the Columbine Development Co. proposes to build, with 
the exception of a few specialized services. 

Construction and operation of the mill will not create a labor problem such 
as is found in other areas where defense projects have been approved and where 
labor supply is tight. 

Within the western Colorado area, because of lack of defense projects, com- 
munities are suffering from an outward migration of skilled workers moving to 
areas where defense projects are under way. The great majority of these skilled 
workers are long-time residents of the area and many of them own their own 
homes. This dislocation of labor is having an adverse effect on business condi- 
tions In communities on Colorado’s western slope. 

Most of the estimated workers to be employed constructing the plant will be 
available from within the western Colorado labor-supply area. ‘This is true also 
insofar as labor required for timber cutting. Positions in the plant’s operating 
organization can be filled from the area’s labor supply except for the highly 
technical skills 

Logging operators and woodsmen, now working part time in the Colorado for 
ests, will provide the major source of labor needed for harvesting pulp timber 

Climatic conditions and recreational facilities, together with the fact that the 
area is relatively less vulnerable to enemy attack by reason of its geographic 
location, would hold the labor supply if local employment can be offered. 

Mr. Hitu. Now, just before we get to the questions, I would like to 
say this: That the cooperation that you had from the Colorado dele- 
gation has been 100 percent on your loan and also the efforts that are 
being made for Colorado. All of the Colorado Congressmen signed 
that petition to have a small defense plant organization or corporation 
set-up, which, I am sure, in a way, might have helped the loan you are 
speaking about. 

I can tell you frankly, on the beetle work, in trying to save that 
forest, it was a case of 11 years’ experience. I never worked as hard 
in my life to get a picture before the total Congress as I did 6n setting 
up the argument as to why the money should be supplied to protect 
those great forests that belong not to Colorado but to the United States 
of America. 
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Let me say this, gentlemen, and then we will have questions: I 
noticed another report sent out by our committee has some remarks 
and I would like to read that one paragraph: 

Amortization.—A number of small businesses have been hurt by NPA’s decision 
to defer consideration of applications for certificates of necessity filed after 
June 15 until the backlog of about 7,000 cases has been processed. Since small- 
business concerns have not been utilized fully in military procurement as yet, not 
many of them have been in a position to request tax-amortization benefits. Now 
that many large concerns have applied for such benefits, the door has been shut 
on the little ones. Some assurance should be provided that small-business firms 
receive fair and equitable consideration in the granting of these certificates. 

Now, Mr. Tackle, you are the DPA man. Would you check into 
some of the difficulties that have been presented / 

Mr. Barrierr. I will be very glad to. I have been doing nothing 
but that. I will be glad to discuss your entire situation with you. 

Mr. Wacker. The thing that worries me, as I said, regardless of the 
Government agencies and the help like you are giving, you run into a 
stone wall and this seems to run in the Wall Street area, or John 
Bull’s Canadian outfit. 

Mr. Hix. I notice I had my names mixed up. That was Mr. Bart- 
lett. Now, Mr. Tackle, if you will say a few words, too. 

Mr. Tackte. I will be very glad to help the gentleman all I could. 
So far as the direct loan is concerned, that is a matter that is placed 
before the governmental body, and I would have to have much more 
information before I could do anything about it. I would be de- 
lighted to try to help, however. 

Mr. Hirx. I will say this, just because you are turned down flat and 
run over and leveled out, does not mean a thing in the world, so start 
all over again and keep on trving. 

Mr. Waker. We are not through fighting. 

Mr. Curtis. Mr. Walker, I was interested in your statement that 
skilled labor was going out of a certain area here in Colorado. Have 
you noticed newspaper ads being placed to clean the skilled labor 
out of here, to go into, for instance, the aircraft industry, or other 
industries and other services of the country ¢ 

Mr. Wacker. Well, not recently. I would not be prepared to say 
whether they were or were not, because I have been sitting back in 
Washington for 4 weeks, so I don’t know. I don’t think there has 
been a great amount of that so far. We had it in the last war. 

Most of your skilled labor was coming over to Denver and the 
Pueblo areas or into your Salt Lake area. 

Mr. Curtis. Well, we have had much information given to us in 
other sections of the country as to that happening, that labor is being 
moved out, due to just what you say is a fact, that the smaller business 
in some of the smaller communities do not have the work, and nat- 
urally there has been an indication that there has been quite a bit of 
competition for skilled labor, and I wanted to have our record com- 
plete on that so far as the Denver area is concerned. 

Mr. Waker. Well, for a little first-hand information, I might say 
that I called up Saturday before I came over here, I called up the 
representatives of the trade and labor assembly in Grand Junction, 
and I said, “Jack, do you have any later information than that which 
you gave me some 6 or 8 weeks ago about carpenters and _ brick- 
layers?” And he told me that 70 percent of all the carpenters in 
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that area had moved out in the last 6 weeks; that some 80 to 90 per- 
cent of all the masons had moved out, and that approximately 50 
percent of the electricians had moved out. 

Well, with that kind of a movement, we figured it up some 6 weeks 
before, that represents a total annual pay roll in our section, which 
is small as compared to an over-all picture of even Colorado, but it 
would represent a total item in payrolls of home owners, because most 
of them own their own homes, of about a million dollars a year. It 
is quite a chunk in the economy of any one section. 

Mr. Curtis. Mostly from the building trades, are they ? 

Mr. Watxer. Nearly all are from the building trades. Also he 
told me another thing, which, I assume, of course, regardless of what 
they call engineers, the “cat” operators and steam-shovel operators 
and dragline operators. 

Mr. Curris. Did he have any idea as to where they were going, to 
what sections of the country ? 

Mr. Waxxer. Well, he told me that most of them were either com- 
ing over here in these two projects at Pueblo and Denver, and he 
thought that about 25 or 30 percent were going to the west coast. 

Mr. Curtis. Thank you very much. That is very helpful infor- 
mation. 

Mr. Datmas. Mr. Chairman, I do not have any questions, but in 
view of this problem that has been brought up I want to ask Mr. 
Tackle, of DPA, if DPA has filed with the House of Representatives 
the Toans, individual loans, issued under certificates of necessity ? 

Mr. Tackte. I don’t know that, Mr. Dalmas, but I can find out very 
rapidly. 

Mr. Datmas. If they have not, I will ask the chairman to request 
Mr. Tackle to file with this committee the DPA loans on certificates 
of necessity by size of company, that is, by number of employees. 

Mr. Tackie. Mr. Dalmas, certificates of necessity and loans are two 
separate things. 

Mr. Damas. I am talking about the loans on certificates of neces- 
sity under section 302 of the Defense Production Act. 

Mr. Tacks. Yes. 

Mr. Wacker. We were very interested in getting that, and I think 
that you will find that they have not been filed, for the simple reason 
that, while recognizing that a certificate of necessity could not mean 
that you were not going to get a loan, but by the same token it was not 
sup rosed to freeze you out of a loan. 

Mr. Datmas. Well, we want to know under section 302 what defense 
loans have been granted against the certificates of necessity. 

Mr. Wacker. I see. 

Mr. Daimas. We want to see who they are and the number of em- 
ployees that the company has that that money has been loaned to. 

Mr. Hiuu.. We will see that we have that information. Are there 
any other questions? Admiral Ring? 

Admiral Ringe. Just to get the record straight, we understand that 
Mr. Walker stated he thought that nobody had attempted in Wash- 
ington to help small business but the DPA and the NPA. I don’t 
believe that Mr. Walker, or any of his representatives, have ever called 
on me. 

Mr. Warxer. Well, we could not figure out how to sell you, Admiral. 

Admiral Rrve. Did you try? 
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Mr. Wacker. No. I mean, in other words, our program seemingly 
was not affected by your procurement. 

Admiral Rrxe. True, but for the record, we have done some business 
of helping small business in Washington. We have a small-business 
office, and we have a central military procurement information office 
in Washington, and again I want to say, as I said to Mr. Rand, that 
we found the Quartermaster’s market center has an office here on 
food products, agricultural products, and so forth, but I think the 
record should show clearly a re is available to give help in the various 
areas. If there is any help my section of the Munitions Board can 
give you, [I wish you would call upon us. 

Mr. Waker. Thank you. 

Mr. Curtis. Could I ask you a question? When you have these 
local representatives, even though they might be here for a specialized 
purpose, have you gone to the extent of requesting them to give assist- 
ance in other fields outside of their own technicalities? I know that 
we had that brought up at another hearing, and there was an indica- 
tion that that was going to be done. 

Admiral Rrxc. The function of the small-business specialist, Mr. 
Curtis—I do not have a list of the functions here, but I think Mr. 
Dalmas has been given the information—they are definitely supposed 
to help small business in anything, whether it is within the par- 
ticular specialty that they handle, or to give information regarding 
business opportunities elsewhere. 

Mr. Curtis. That is what I wanted clear on the record. 

Admiral Rive. That is why it is important that Mr. Rand and 
anybody else should visit the people and see what they can do for 
them. 

Mr. Hit. I believe the gentleman who handles the Quartermaster 
center is Mr. Carr, is he not ? 

Admiral Ring. Yes; John R. Carr. 

Mr. Hixw. Is he in the room? 

Admiral Rive. I don’t know, sir. 

Mr. Curtis. Maybe we can get him here this afternoon. 

Mr. Hitz. Does he have a permanent address or a telephone, so 
that we can put the address and phone number in the record before 
we leave? 

Mr. Curtis. Well, let us get him here this afternoon if we can, so 
that people can see him, and anyone else that we need. 

Admiral Rrve. I will be happy to get those men here that I men- 
tioned. 

Mr. Warker. May I ask you a question ? 

Admiral Rina. Certainly. 

Mr. Watxer. Is there any liaison between proposed projects and 
either DPA or NPA and the Munitions Board ? 

The reason I am asking that, I am just sitting here thinking out 
loud, so to speak, but this pulp that we have is one of the few pulps 
that will make dissolving pulp which, in case of a shooting war, 
becomes in critical supply from the standpoint of munitions, and I 
have gone on the assumption, possibly wrongly so, that when a project 
of that type comes up, and there should be a need of a particular 
product of that type, that that would be discussed with the armed- 
services agencies involved. 
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Admiral Ring. The answer to your question is that they are so dis- 
cussed and there is the closest possible liaison between the civilian 
control] agencies on the Washington side and the Pentagon on the other 
side of the river. That liaison does exist. 

Mr. Watxker. Thank you, sir. 

Mr. Hinu. Are there any further questions ? 

Mr. Barrierr. May I say, for the purposes of the record, that the 
order deferring consideration of certificates of necessity received sub- 
sequent to June 15 was issued by the Defense Production Administra- 
tion, and not the NPA, as indicated in the record. 

Mr. O'Donneww. Mr. Chairman, the Reconstruction Finance Cor- 
poration representative has been very quiet this morning, and I won- 
der if 1 may be permitted to make one or two observations ¢ 

Mr. Hits, Certainly. 

Mr. O°Donnewi. There was rather a wholesale castigation of 
the Government on the score that it was not assisting small business, 
but to clear the record on the score that 90 percent of RFC loans 
are under $100,000, and that we consider them to be definitely help- 
ful to a broad segment of the economy which is small. 

Secondly, the RFC has an office in Denver, very capably manned 
by Mr. Brownell and his staff. 

The third observation I have to make is that there is little con- 
fusion between a certificate of necessity and a certification to the 
RFC to make a loan on plans and conditions specified by the Defense 
Production Administration, and I just wanted to make that dis- 
tinction clear. 

Mr. Warker. I was not attempting to criticize the RFC, because 
they have been most helpful and courteous to us from the start to 
the finish. 

Mr. O’Donneti. Thank you. 

Mr. Hutz, Thank you, sir. 

Mr. Warxer. Thank you. 

Mr. Hitt. Any help we can give you, we want you to please count 
on Us, 

Now, I wonder if Mr. John Werner, of the Forney Arc Welders, 
is in the room, from Fort Collins, Colo.? Evidently not. 

All right, we will then take Mr. Mattingly. 


STATEMENT OF JOHN MATTINGLY, REPRESENTING HEATH 
ENGINEERING CO0., FORT COLLINS, COLO. 


Mr. Hix. Will you identify yourself for the record, please ? 

Mr. Marrinery. My name is John Mattingly, and I represent the 
Heath Engineering Co., of Fort Collins, Colo. 

Mr. Hinw. Just take that chair, Mr. Mattingly, please. 

Mr. Marrinary. Thank you, sir. 

Mr. Hit. You may proceed. 

Mr. Marrineiy. Gentlemen, I represent a little business. We 
manufacture cutting tools and some farm tools. Our problems in 
these times are those common to all small businesses in a fluctuating 
economy supposedly centered on preparation for national-defense. 
With regard to these common problems, I would like to say that I 
think Mr. Lybarger’s testimony covered conditions that are very 
common to all of our problems. 
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As we see the situation, our problems are confined to four basic 
principles : 

First, increased demand for our standard product. 

Second, shortage of materials. 

Third, inability to plan ahead. 

And our fourth problem is the inability to make our facilities 
available for support of the mobilization effort. 

The Heath Co. has accumulated no reserves and has practically 
no financial resources; this, together with the above-stated situation, 
is making continued operation almost impossible. The obvious an- 
swer to our problems is to solve this one concerning making our 
facilities available for Government work. This does not have to 
be a complete conversion, but if we could obtain an amount of work 
which would balance out our present sort of operation, it would be 
entirely satisfactory. We have not made as extensive efforts to 
et Government work as Mr. Lybarger has. Our experience, 

r the variety of our exper iences, and our resources are not as good 
as Mr. Lybarger’s, who is a very capable person, and I appreciate 
the fact that he expended his capabilities and a large amount of 
energy to develop and define these problems. 

But with respect to the efforts we have made to obtain contracts 
from various governmental agencies, two major problems are apparent 
aside from the common problem of inadequate distribution of inade- 
quate information on contracts to be let. 

Apparently our first major problem is that of financial condition; 
in every instance of our attracting the interest of a procurement 
agency, the question of the financial resources of our company has been 
emphasized to the point that submission of a complete and detailed 
physical analysis of our ability to perform under contract has been 
sheer folly. In other words, our company cannot submit a financial 
statement which would be satisfactory to procurement agencies with 
which we could otherwise qualify for performance of contract. ‘To 
date we know of no means of correcting our financial condition to 
comply with arbitrary standards without direct Government assist- 
ance. Our statement that the awarding of a contract which is well 
within our ability to perform would make it possible to obtain operat- 
ing capital from private sources does not seem to be credible to those 
who establish the arbitrary standards. We place great emphasis on the 
financial problem because it has proved such a stumbling block; we 
feel that our company is justified in requesting special consideration 
in direct financing by the Government—in conjunction with the award- 
ing of contracts for a specific class of work—because it possesses an ex- 
clusive and exceptional facility for the design and production of 
classes of items made of steel tubing. 

At this point, what I have to say gets rather complex, and I will 
try to make it as clear as possible. To sum it up, we have not been 
able to obtain proper recognition of, or to find proper channels for, 
a specialized facility in the processing of certain classes of items made 
of, or suitable for construction from, steel tubing. This specialized 
facility has two phases, design and production, and, when taken to- 
gether, they form a complex and interesting picture. A historical 
lead-up will be necessary for complete understanding. Approximately 
4 years ago a flame-cutting tool was developed within our company to 
solve certain of our own production problems with tubing. 
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This tool will flame-cut the end of pipe and steel tubing to an almost 
endless variety of shapes. It does this job very economically, and it 
does it in a manner which produces parts which would be economically 
impossible to be produced by other methods. 

During the first 3 years of development, the machine and its sale 
were emphasized. The resulting marketing costs combined with ma 
chine-de 90, me costs total an estimated $20,000. Our firm does not 
have proper facilities to produce the machine in any great quantity 
although approximately 20 hand-built machines were sold with a 
direct loss per machine of approximately $100. During the past year 
the writer of this report has reversed the emph: isis so as to try to learn 
the real value of the job done by the machine as related to both design 

and production. 

I approached this problem both from a design and 5 or saa 
standpoint. I might point out that during this period, this last ye: 
no appreciable effort was made to sell the machines, and in March of 
1951 it was unofficially removed from the market excepting under a 
proposed lease arrangement. This statement that we removed the 
machine from the market is substantiated by correspondence to an 
inquiry of the period March of 1951. 

As early as August 1950, the valuable relationship of the tubular 
profile machine, which is what we call this device, to design and pro- 
duction problems was fairly well defined. This relationship can be 
expressed as tubing, when combined with a high-production proc- 
essing method, is the most versatile of all commercial steel shapes. 

I was able to prove this theory in June of this year by the designing 
of a common farm tool. This tool is a redesign of an older model of 
the same item, and comparative costs were therefore available. This 
farm tool represents an entirely new approach in the design and pro- 
duction of a common item. 

Of the 43 separate parts 28 are completely processed by the tube- 
cutting machine, including the notched plates and operating cam used 
to position the blade assembly in various angular positions. Practi- 

cally all the tubular parts thus produced would be e ‘onomically impos- 
sible by other production methods. 

Our new approach—this approach from a design standpoint is new, 
and the approach from the production standpoint is new, by compari- 
son with the old designs—shows that we have produced reduction in 
bill of materials 43 percent; reduction in man-hours required, 50 per 
cent ; reduction in number of parts, 36 percent ; and reduction in waste, 
33 percent. 

These advantages gained through tubular construction allowed a 
marketing of the tool at a price equal to the price of the lowest com- 
petitor, while maintaining and exceeding construction and perform- 
ance quality found in the highest-price competitive unit. 

I brought that out to show that we can prove that we do have 
exceptional facilities. 

Another experience which we have had, which will prove that we do 
have an exceptional facility, which “ deserving of consideration, 
occurred over the period of the last year. In October of 1950 a com- 
plete description of our facilities was mailed to 122 production-plan- 
ning officers, together with a request for recognition and consideration. 

As was noted previously, we decided shortly thereafter not to try te 
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sell our tube-processing machine; we have, in fact. evidence to the 
effect that we are primarily interested in obtaining work for the 
machines in our own shop, because the machines constitute our only 
real production facility. On May 28, 1951, we found it necessary to 
sell a profile machine, and we did it reluctantly due to poor business 
conditions, to a west-coast firm, where it is now being used in the 
production of three Air Force contracts. 

I have the numbers of those contracts. 

We were given absolutely no consideration in the awarding of this 
contract, even though there is strong evidence that the Denver office 
of the National Production Authority made a determined effort. to 
obtain these same contracts for performance by firms in the Rocky 
Mountain area. 

It is particularly discouraging to have a Government office make an 
on-the-spot survey of our facilities and attempt without success to 
channel suitable work, which action would have undoubtedly provided 
the taxpayers with the best possible buy for their money, and given 
to a small-business man in this area a chance to serve the defense effort 
with a contribution which is uniquely his to make. 

Mr. Hit. Does that complete your testimony ¢ 

Mr. Marrineary. Yes, sir. 

Mr. Hitz. Let me add this, as I understand it. What you mean by 
an engineering company, is that you are a steel-processing outfit, or you 
work with tubular steel. Is that correct? 

Mr. Marrinecy. That is right. 

Mr. Huw. And you have not had your plant checked over by any- 
one that is interested in having you continue in business; is that true? 

Mr. Marrinety. Well, 1 won't say that completely. The NPA office 
men from Denver here have been in enctateer 19 and, as I pointed out, 
they did make a definite effort to obtain work for our facilities. 

Mr. Hixt. Have you had any trouble in getting supplies? 

Mr. Marrinoty. Yes; we have. 

Mr. Huw. Has it eased up any ? 

Mr. Marrinety. Recently, yes. The principal problem, as we have 
experienced it in obtaining supplies, is indefinite scheduling and ina- 
bility to plan. 

Mr. Hitt. Now, here is one other thing I might add, before I turn 
you over to the rest of them for questioning, and that is this: We often 
hear folks say, “We cannot get any defense contracts because we do 
not have the funds to carry out the work.” And also you cannot 
get the money because you don’t have any defense contracts. Now, 
that is what we had in mind when we introduced the Small War Plants 
Corp., and we do hope that before Congress adjourns this summer, 
or recesses, either that we have some type of defense plants cor- 
poration hooked into our defense plans, whereby a small firm could 
put its facilities in line to be used by getting a contract, even though 
their finances might not be as well, let us say, to have the financial 
backing necessary, but through the contract we can give them some 
help, especially if they have the tools that can do the fine work. 

As you know full well, we have used some watch-manufacturing 
plants, and we have had to help some of them, too. 

All right, Mr. Curtis. 

Mr. Curtis. Is this a relatively new company?! It is, I take it? 
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Mr. Marriney. Yes; it is. 

Mr. Curtis. Now, the reason you went out of manufacturing the 
tool itself, or rather, the machine itself, was the reason you could not 
get material for it or you could not get a manufacturer? I understand 
you don’t manufacture it yourself, but you more or less engineer it; 
is that correct ? 

Mr. Marrrnery. All that have been manufactured of this particular 
item have been manufactured by ourselves. 

Mr. Curtis. Oh, the tool manufacture itself, or the machine manu- 
facture itself? 

Mr. Marrinety. Yes. We developed and built the tool in our own 
plant. 

However; we do not want to continue building it, because it is 
a hand job, and we do not have the production facilities best suited for 
the manufatcure of the tool. 

Mr. Curris. In other words, your decision not to go ahead with 
that has really nothing to do, then, with the defense-mobilization 
impact on you? 

Mr. Marrinety. No, no. 

Mr. Currts. But your real trouble is the fact that in going ahead 
with your farm-implement program you cannot get the steel tubing 
necessary ; is that correct? 

Mr. Marrinorty. That is right. 

Mr. Curtis. Then you cannot schedule that through; so, yours 
is largely a question of getting materials. If you had those, you would 
just as soon not have defense contracts, I take it. 

Mr. Marrinety. Well yes, to a certain extent. However, we do 
feel strongly that this tube-processing method, which we have de- 
veloped, is valuable and performs a certain class of Government work 
most economically, that is, that the Government will get the best 
bargain if they come to us with those specific jobs. 

Mr. Curris. Have you had any experience in trying to get any 
of the Armed Forces procurement, or theif engineering departments 
to accept this process of yours in their specifications! Possibly, I 
am just wondering what experience you have had along that line. 

Mr. Martinery. We have had none. Well, you are probably think- 
ing now, this thing is rather difficult to explain. 

Mr. Curtis. I can appreciate that it is technical. 

Mr. Marrineiy. One is the application of the process to the pro- 
duction problems which already exist. 

Mr. Curris. Would that meet existing specifications? 

Mr. Marrinoery. Yes, so far as I know. I do know that, in the 
fabricating of certain types of supporting tools for aircraft, the flame- 
eut end of the tube is satisfactory, as compared to the shape being 
formed by die systems. 

Mr. Curtis. I see. Then in the other field, perhaps, you might 
even have to get them to the engineering departments, in order to 
have them recognized as a proper specification. Wouldn’t you say 
that is true ¢ 

Mr. Marrinery. Yes. 

Mr. Curtis. One final question: Do you know whether those air- 
craft you referred to, those contracts that were fulfilled by the utiliza- 
tion of the machine you had sold, were they subcontracts or were they 


original contracts ¢ 
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Mr. Marrineiy. We received the order from the distributor carry- 
ing a DO 98 authorized under these specific contracts. ‘That is as 
far as I am able to surmise. The machine was sold directly to the 
prime contractor. 

Mr. Curtis. To the prime contractor, and the aircraft company 
itself did its own work, utilizing your machines, instead of subcon- 
tracting it out to you, which it might have well done. 

Mr. Marrineiy. Yes. 

Mr. Datmas. Mr. Chairman. 

Mr. Hitt. Mr. Dalmas. 

Mr. Damas. Mr. Mattingly, have you ever contracted the Resear 
and De ve lopme nt Brane hes of any of the three services—the Air Force, 
the Navy, or the Army 

Mr. Marriney. No; I have not. 

Mr. Daimas. It seems to me—and perhaps Admiral Ring will con 
firm this—that, since you have a new process and a new development, 
the Research and Development Branches would have to put their O. K. 
on the process before you could get much consideration from the people 
who actually buy the end product. 

Admiral Reve. That is absolutely correct, because if Mr. Mattingly 
has got a process which will save the Government money, or make a 
better product cheaper, in connection with tube work, the Research 
and Development part of the Bureau’s technical services, and the Air 
Matériel have got to look at the thing before any procurement oflicer 
will dare to stick his neck out and say, “We like the Mattingly process; 
let us use it.” 

One great trouble, Mr. Mattingly, is that the Government is too big, 
and the fact that you have got something may only be learned through 
the interchange of information. 

I have made a note regarding your name, and when I get back to 
Washington I intend to put some of the Research and Development 
people in touch with you, because it is only through that process—and 
that does not mean that the contract is coming tod: ay or tomorrow— 
that they will be familiar with it. 

Mr. Marrinety. That will be extremely helpful. I hope it will 
prove to be as helpful as you express it here. 

I am rather surprised to find such a direct answer to this problem. 

This is at least another angle of an approach that we thought we 
had exhausted. We felt we had exhausted all possible avenues of 
approach. Thank you. 

Mr. Hutz. Now, we have time for one more witness, Is Mr. Ellis 
Lupton, of the C lear Creek Mining Association from Georgetown, 
Colo., here ? 

Major Wuarron. Congressman, may I say something for the 
record ¢ 

Mr. Hitt. Certainly, Major. 

Major Wiarton. We will have representatives from the Quarter- 
master center, the Chemical Procurement Office, and Lowry Airfield, 
and possibly from the area—that is, the district engineer’s office— 
here this afternoon, and we will introduce them and let them tell the 
businessmen whom they should contact on their local procurement 
problems, 

Mr. Hitt. Now, we will all be back here between 1: 30 and a quarter 
of 2; so, whatever time we leave, we will try and be ready to start at 
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that time. That is good information, and I hope you will all be back 
here this afternoon. 

Mr. Lupton, we don’t want to hurry you, but you tell us your story 
as you understand it and know it. 


STATEMENT OF ELLIS LUPTON, REPRESENTING CLEAR CREEK 
MINING ASSOCIATION, GEORGETOWN, COLO. 


Mr. Hitt. Mr, Lupton, you represent the mining industry over in 
Clear Creek County, but you also represent the mining industry in the 
State ; is that correct ? 

Mr. Lurron. Yes. Mr. Chairman, I am not here to criticize the 
Government in any sense of the word, but I do have a problem that | 
think confronts the whole metal-mining country, the association, as 
well as individually. 

We speak as small-business men. Now, I am a very-small-business 
man. But, as an individual, I have $350,000 invested in a mine, and 
as an individual that is a lot of money. 

When the price of lead dropped from 2114 cents to 11 cents, we had 
to stop production, and all of you know that, because if we were making 
12 cents a pound on lead we would have been so rich that we would 
have bought the Government. 

In getting back into production, there is no source in the United 
States we know of that will assist mining, except the Government, 
either through the RFC or Defense Metals or some other agency. 

Like the admiral said a while ago, the Government is so large that 
we can hardly get anything done. 

To illustrate my point, when the mining industry went on the slump, 
I bought a radio station, or a couple of them, and I was losing $5,000 
a month in that station, and I tried to get the Government to give me 
permission to dispose of it. 

I had a gentleman from California who would buy it, and for 11 
months I couldn’t get that through. I finally just closed it down. | 
just took it off the air, because that was cheaper than waiting for it, 
because of the long involved process. 

Getting back to the mining industry, I heard of the Defense Metals 
Administration about a year ago, or 6 or 7 months ago, and in October 
or November I went back to Washington and got an application 
blank, through Mr. East’s office out here, and in about a week Mr. East 
had done whatever he wanted to—that is, the regional office—and sent 
it on to Washington. 

Well, it took about 7 months to get through Washington. Now, 
what happens to it isto find out. If it had not been for Representative 
Hill, and some of our other Congressmen, I imagine it would have stil! 
been up there. 

I personally have spent about 7 weeks in Washington trying to get 
it through. I had excellent help, and finally did get one. The office 
here in this State has been very cooperative with the mining asso 
ciation and the individual miners. They have been up to our meet 
ings. As you know, we have regular monthly meetings,.and they 
have been up to them and explained it; but somewhere along the line, 
gentlemen, it takes entirely too long to get anything done. 

Now, I know that there is a tendency to pull things into Washing- 
ton, but I am trying to get them to send them into the field and give 
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the local officers of the RFC and Defense Minerals Administration au- 
thority to either say yesor no. If you say “No,” then you know you are 
out of it; and if you say “Yes,” why give them authority to help it 
through. 

The average small miner cannot afford to send a representative to 
Washington, and due to the unwieldly Government procedure there, 
it just takes entirely too long to get anything through. 

All of you know, as well as I do, that 85 percent of all the mines in 
the country closed down, and as a mining man, if you had all the money 
behind it that the Government has, it would still take another 3 
months to open my mine and get any production. I don’t care how 
much money you have. It just cannot be done. 

You can work night a day, but you have been closed down, you 
cannot open immediately. 

Now, we have continued all this time to be working and drifting in 
there, but you cannot open a mine without a long process, as you know. 
The timbers fall in, and the average small miner cannot continue to 
keep up his property unless it is in production. 

I understand that Mr. East is having a meeting tomorrow of the 
tungsten people of some kind, and I am still wondering what it is go- 
ing todo. I mean, actually, whether we are going to wait another 7 or 
8 months to find out what the program is, or whether the office here 
will be able to tell us. 

[am not offering any criticism, but I am just saying if it is possible 
for the mining associations and the mines of the country in my area— 
and I was a representative, as you know, some five mountain counties, 
which were strictly mining counties—about 90 percent of all the mines 
in those five counties have closed down. We don’t have any mining 
industry up there, because there are not any of us who are large enough 
to maintain our properties over a period of years unless we are in pro- 
duction and able to sell our product. 

We have a problem, and I am not asking the Government to give us 
a subsidy, but unless something is done along that line, I am sure 
that we are going to have a very, very serious shortage of strategic 
materials. 

It is very difficult to get people to go out any more and prospect for 
metals, because of the uncertainty of price, and because of the impos- 
sibility of private capital investing in it. 

You see, we don’t have the same depreciation value as the oil people. 
I don’t know this to be true, but I am wondering if it is, because we 
don’t have quite as good a lobby as the oil people. I know you gentle- 
men from Congress don’t know what lobbies are, but we boys hear of 
them once in a while. 

Mr. Huw. Well, you are a member of the legislature, and you prob- 
ably know how they work. 

Mr. Lupron. Yes, sir. I kind of have an idea as to the things they 
do. 

That is all I have to say, except if it would be possible for Wash- 
ington to give the Federal officers the authority to say “Yes” or “No” 
in the fields, it would help the individuals out here. That is really a 
basic principle with us, to have someone who can say “No” or someone 
who can say “Yes.” 
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Now, I understand from the papers, and I only know what I read 
in the papers, that the RFC has now said that there would be no more 
loans without definite Washington approval. 

Mr. Symington, I believe, has decided that it has to come to 
Washington. 

We have a pretty good RFC office here, and we have a very excellent 
mining bureau, and if you give them the authority we can get along. 
That Mr. Chairman, is my plea for the mining association and the 
miners. 

Mr. Hii. Thank you very much, Mr. Lupton. 

Mr. Curtis, do you have any questions ¢ 

Mr. Curris. Yes. I would like to get this a litle more definite. 
These small mines that have been closed down, that has been true over 
a period of years, has it not? This is not the result of the recent 
mobilization, is it? 

Mr. Lupron. It is the result since the war. 

Mr. Curtis. Since the Korean War? 

Mr. Lurron. No, since 1945. 

Mr. Curris. Since World War II. 

Mr. Lupron. Yes, because the price of lead, without a ceiling, 
dropped within a matter of a few weeks from 2114 cents a pound 
down to 11 cents. 

I mean, I am using lead and zine as an illustration. It is impos- 
sible at the present price of zinc, and in my own mind, for instance, 
I have a 10-foot zine vein, but I just bypass it, because I still cannot 
make any money out of it. 

Mr. Curtis. I just wanted to get your problem straight. It really 
is not, then, the Korean War and this mobilization situation that has 
produced this ¢ 

Now, to get on, the basic problem, of course, is the Government 
begging its metal prices, is that correct ¢ 

Mr. Lupron. That is correct. That is very true, Congressman. 

But as I understand it, you would have a stockpiling problem. 

Mr. Curtis. That is right. I was getting to that. 

Mr. Lupron. Had we been able to continue to dispose of our metals 
for stockpiling, they would have been available at this time. They 
are not available at this time, and I don’t care how much money you 
have, because you just cannot produce them in this short a time. 

Mr. Currts. In other words, we have made our mistake, or the 
mistake has been made, and now it is a question of seeing that it 
does not happen again, and at the same time assisting your companies, 
these smaller mining companies, to recover from that tragic mistake 
that was made. Am I stating that right? 

Mr. Lurron. That is correct. 

Mr. Curris. Now then, the next question I want to ask, is it a 
combination of the failure to give you the better depreciation values, 
and possibly the SEC regulations, that prevent private capital from 
getting inf 

Mr. Lupron. I don’t think there is any question about it, Con- 
gressman, because so far as banks are concerned, I am chairman of the 
banking committee, or I was, of the State, so I know a little bit about 
whereof I speak. It makes no difference how much money you have 
or what investments you have, they consider mines like race horses. 
It just is not available for a loan. 
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The SEC takes the very same attitude. 

In oil, I think you can find there is always money available to 
develop new oil fields, due to your 2714 percent depreciation, which 
a mine does not have. Had we had a 2714-percent-depletion factor, 
we could get people like you, Congressman, that have lots of money 
to invest in it, 

Mr. Curtis. I wish your statement about lots of money were a little 
truer in my case. 

Essentially, what I am getting at, of course, and these are my own 
personal views, but I want to get the Government out of these bus! 
nesses as much as I can, including the lending of money, and if your 
SEC regulations were possibly revised somewhat, and your depletion 
ratio increases, you could attract private capital into the thing, into 
the mining industry, couldn’t you ¢ 

Mr. Lurron. I say, Congressman, that that would solve our problem. 
I honestly do believe that. 

Mr. Curtis. Yes. 

Mr. Lurron. That is right. I think that would be one of the basic 
reasons, that you cannot get private capital for mining, while you 
can for oil, is because of that feature. 

Mr. Curtts. I have one other question: How are the import duties 
on lead and zine and foreign metals coming along? 

Mr. Lupron. So far as I know, that is what developed our problem 
that you can buy on a 50-cent labor basis—foreign labor pays 50 
cents a day, while we pay $2 an hour, and they have, as I understand 
it, no tariff on that. 

Now, basically, I will agree on that, on the fact that if we can 
preserve our natural resources, that is fine, for a hundred years from 
now when we need them. But I cannot go along on the fact that you 
are going to close down our domestic production for the sake of the 
resources, because some day when we need them, if we don’t have the 
ships available to bring them in, we will be in trouble. 

As you know, the great shortage of tungsten at this time, I think, 
may be laid directly to the procurement office of the Army and Navy, 
Admiral, with your permission. 

Mr. Curtis. Mr. Lupton, | certainly agree with you, and I think 
this is the first time we have had the problem of the small mining 
companies presented to this committee. It may have occurred else- 
where. But Iam very glad to have this on the record, and I person- 
ally am very much interested in seeing that something is done about it 
along the lines that you have suggested, of getting private capital 
back into the field. 

Mr. Lupron. Of course, Congressman, I don’t want to inject polities 
into it, but if you happen to look at the record, so far as 1 know, one 
of the very popular men of this State was a Democrat, John Carroll, 
and I don't think he carried a single mining county in all of Colorado, 
due to the fact of what the miners think, whether it is right or wrong, 
of the administration policy on mining, and I think when I was at 
the Western Conference of Governors out in San Francisco, this was 
discussed with Congressman Engle, and some. of the rest of them very 
thoroughly, and I even think we put a platform in the party, but it 
just doesn’t seem to go over, and the Defense Metals Administration 
is the first one that has taken hold, that I know of, to help, and with 
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85 percent of all the mines in this country in the Western States 
closed down, it is very obvious that something has got to be done if 
you want to save that industry. 

Mr. Hii. If you might let me inject here, not only are they down, 
but the Federal Government is failing to get the critical material 
needed. 

Mr. Lupron. That is right, sir. 

Mr. Hix. That we could get right in this western territory. 

Mr. Lupron. That is right. 

Mr. Hix. | think we will have to ask you this—you know we are 
running over into the lunch hour; can you come back and start. in 
where you left off after linch? We don’t want to let you off. I will 
tell you why. I don’t think we have any more mining folks here, but 
Mr. East is here, and he wants to say a word, and there are some 
questions he would like to ask. 

Mr. Lurron. Well, that is my livelihood, too, and I will be very 
happy to come back. 

Mr. Hitu. Very well, be here at a quarter to 2 

Mr. Lupron. I will be delighted. 

Mr. Hrrz.. We will be recessed now until 1:4 

(Whereupon, a recess was taken at 12:25 p. m., to reconvene at 1: 4 
p. m. of the same day. ) 


AFTERNOON SESSION 


Mr. Hitz. If you will come to order, we will begin immediately, 
and we will finish with the witness we had on when we recessed at 
noon, and that is Mr. Lupton of Clear Creek County # 

Mr. Lurron. That is right, that is me. 

Mr. Hi. O. K., now, Mr. Lupton, I believe we were up to this 
point—<lid you finish your questions, Mr. Curtis? 

Mr. Curtis. Yes; I have finished. 

Mr. Hint. Then you are next, Mr. Dalmas. Mr. Dalmas is the 
executive director of our committee, and he wants to ask you a ques 
tion. 

Mr. Lurron. All right. 

Mr. Datmas. I have just one question. Mr. Lupton, under the 
Defense Production Act, under which the Defense Minerals Admin 
istration operates, are they authorized to make loans for reopening 
and redeveloping mines, or not? I am not clear on that subject. 

Mr. Lunron. I am not either. I am just an operator. But Mr. 
East could answer that. So far as I know they have not made any 
out here—not made any out here—I will answer it that way. 

Mr. Daumas. They do have a program for exploratory and other 
purposes ¢ 

Mr. Lurron. Yes, sir, they have what they call a matching pro- 
gram—they put up a dollar, then you put upadollar. That is the kind 
of a grant that I had had with my money. Weare driving a 1,500-foot 
tunnel with about 600 or 700 feet of it completed, and the Govern- 
ment has agreed to match funds with us for the balance of the dri iving 
of that tunnel. 
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I pay all of the bills and get receipts for them, and then I submit 
them to the DMA, and after they look them over, if they agree that 
my expenditures are such as will come under the contract, they will 
pay half of it. 

It is a 50-percent matching program. 

Mr. Datmas. But there are no direct loans for reopening or re- 
habilitating old mines or opening new mines ? 

Mr. Lupron. Not that I know of. I understand that Mr. East will 
answer that question, and I understand there is a possibility of such 
a program, but so far as I know, and so far as the Metal Mining 
Association that I am vice president of knows, we don’t know of any 
Government agency or any other agency that would make that kind 
of a loan. 

Mr. Datmas. Well, in view of the fact that copper, zinc, lead, and 
other strategic metals are the very basis of our armed might, wouldn’t 
you think that dollars would be as expendable as any other weapon 
or person that we might have available? 

Mr. Lupron. Well, that is not quite a fair question to me, because 
I am in the mining business. You know as well as I do, having spent 
17 years in the Army, that I don’t think you can expend a man like 
you can a dollar. I think it is ridiculous for not having a proviso 
somewhere along the line to get the mines open so that when we need 
these strategic materials we will have them. 

I think our stockpiling program is a complete failure so far as we 
are able to find out. 

Mr. Damas. I was thinking of a question of Mr. Mansfield at 
Spokane, and he was talking to a witness in the mining industry there, 
and he made the statement that we were short 500,000 tons of copper. 
Now, that seems to be an awful lot of copper, and there ought to be 
some way to get it out, even if the Government has to furnish the 
money for it, I would think. 

Mr. Lupron. Well, I don’t know if you can get it out by the small 
miner, without the Government providing some basis for loans. 

Now, the Reconstruction Finance Corporation out here in this office 
have made, not exactly mining loans, But they have made business 
loans, and if you have the necessary collateral they will make you a 
business loan. 

But I understand that they cannot make any mining loans, and 
have not been able to make any mining loans for some time, unless 
there is direct approval from Washington, and that means that you 
just don’t get it. 

Mr. Davmas. I would like to have Mr. East answer the question 
as to whether there is a direct method by which a company can get 
loans to rehabilitate or reopen or expand present mining operations. 

Mr. East. You can get a direct loan on paper, but there have been 
no direct loans issued so far as I know. The requirements you have 
to meet are that you must have ore in place, and you have got to draw 
out a mine that is under water, and that would have to come under 
the term of exploration, and exploration loans on copper, lead, zinc, 
and a few others, the Government puts up 50 cents on a dollar. In 
the case of tungsten and manganese, they put up 75 cents on the dollar. 

Mr. Hitt. Have you had any tungsten founat 

Mr. East. Yes, sir. 
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Mr. Hiit, On new mines or old mines ? 

Mr. East. They are old mines. We have had some requests where 
they have very marginal deposits and they are asking for a loan for 
these deposits. 

Mr. Lupron. Mr. Chairman, in that connection, as an operator, I 
think that Mr. East will bear me out, under the present set-up, any 
mine that you could borrow money on, you would not need it, because 
your ore is exposed, and you have it shored on three sides, and it is 
just a matter of getting it out. 

Mr. Hitx. Would that be true on tungsten? I doubt if it is true 
on tungsten. It might be on lead and zine. 

Mr. East. I don’t agree with him on any of it. If you have the ore 
blocked, you are only short of a mill, or you are short of operating 
capital, or you have to develop it further, But if you have ore blocked, 
you can generally get money. 

Mr. Datmas. Mr. Chairman, for the benefit of the members of the 
committee present, I would like Mr. East to repeat what he said at 
Salt Lake City in connection with the cancellation by the Bureau of 
Mines—not by the Bureau of Mines, but as I understand it, by the 
Bureau of the Budget—of the ordinary work of exploration and so 
on that is carried on by the Bureau of Mines. 

Mr. East. Heretofore, until this year, the Bureau of Mines was 
allotted certain funds with which they could go into any likely mine, 
and by agreement with the operator, the owner, make exploratory 
drillings, at no cost to the operator. 

Under the present instructions for the fiscal year 1952 they have no 
funds of that type available. The only exploration work would be on 
a matching fund basis that Mr, Lupton has mentioned. 

Mr. Datmas. I believe you said at Salt Lake, Mr. East, that you 
very much regretted the abandonment of that program during the 
present emergency, 

Mr. East. I do regret it, because in my opinion, once it is stopped it 
will never start again. 

Mr. Davmas. It was performing a useful part insofar as securing 
metals is concerned ¢ 

Mr. Easr. Yes, the San Miguel copper deposit was developed far 
enough so that one of the largest companies took hold of it and de- 
veloped it and put it into production. 

Mr. Curtis. Mr. East, I would like to ask you a question that I 
directed to the witness a little earlier. What if the depletion per- 
centages presently allowed under our tax laws were increased on a 
comparable basis with the oil industries, then don’t you think that you 
would get private capital into the mining field ¢ 

Mr. East. To a certain extent, yes. I think—and this is my personal 
opinion and not any official opinion—that the tax structure is such that 
they do not recognize the difference between risk and capital from more 
firm sources. 

Mr. Curtis. Well, when you get into a mine you are in risk capital. 
Now, what I am thinking of, in terms of this, rather than to have 
Government go in on a matching basis, or any other basis, if we could 
encourage private capital to go into this field it would be a much 
sounder procedure, it would seem to me, and I was wondering if you 
have any views on that subject. 
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Mr. East. I don’t believe private capital will come in on the mines. 

Mr. Curtis. Even if the depletion was increased ? 

Mr. East. No, sir. 

Mr. Curtis. I don’t want to argue that point with you, but it cer- 
tainly has come into the oil industry, hasn’t it ¢ 

Mr. East. Well, 2714 percent is a big percentage. 

Mr. Curtis. I am suggesting this, tlat supposing that were used in 
the mining industry, instead of this business of having the Govern- 
ment go in directly in financing. 

Mr. East. It would certainly help. 

Mr. Curtis. Thank you. 

Mr. Lurron. Mr. Chairman, I would like to point out to the Con- 
gressman that it is practically impossible to find new ore deposits 
now due to the tax structure, and also from a mining standpoint, I 
think it would be indeed a very bad move on the part of the Congress 
to take the funds away from the Bureau of Mines for their exploration 
work, because nothing but a big outfit can afford to do it. It costs so 
much money. 

Mr. Curtis. In the oil industry you have small wildcatters, don’t 
you? 

Mr. Lupron. Well, you cannot parallel them with the present tax 
structure. 

Mr. Curtis. I appreciate that, that is what I am directing my ques- 
tions to. If you changed your tax structure, wouldn’t you in effect 
being encouraging private capital to come in there? 

Mr. Lupron. Unquestionably. 

Mr. Curtis. I might also add, at the same time, modify the SEC 
regulations, so that you would recognize that mining is a risk? 

Mr. Lurron. There isn’t any question about that, Congressman, in 
my opinion, but at the same time I think that we are in such a shape 
at the present time that if we wait for that modification the war in 
Korea, and maybe any other war, would be over before we would get 
through with it. 

We are ina very desperate situation out there at the present time, and 
the only relief the miner is going to get will be through the Govern- 
ment, either the Reconstruction Finance Corporation or Defense 
Metals. 

Mr. Curtis. Well, my only point is that you are waiting for Con- 
gress to act, either you will wait for them to act by appropriating 
money for this purpose or by giving you benefits under the tax struc- 
ture. 

I will suggest to you, under the present temper in Congress, that they 
would not appropriate money for much of anything. 

Mr. Lupron. I think that a matter of a couple of years, or even a 
year, when they did relieve the tax situation to such an extent that we 
will give the mining industry the same kind of tax structure that they 
gave the oil industry, private capital would come in, but I don't 
think that they would come in during the present emergency, due 
to the fact that it would be a kind of trial-and-error proposition 
with them, and you have to work up to them with it. You know, you 
have to do that with the oil industry. Every year they think they 
will cut that depletion off, and we don’t get the benefit of it, and 
under the present tax structure there really is no incentive for anyone 
to put money into mining. 
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You take the risk, and chances are that if we make it, you will 
take all of it in taxes, practically. 

Mr. Hux. I might add in closing, and 1 think we will have to get 
along to the next witness, if we are going to get anywhere near 
finished this evening, I might say that so far as I understand the 
appropriations situation, it is that the House passed the Interior 
Department appropriation bill with those funds taken out—of course 
what the Budget and Senate will finish with this week, then it has 
to come back to the House, and if there is any chance in the world 
to restore that fund into this appropriations bill, I am sure that the 
Congressmen from the West will be unanimously behind the propo 
sition, and we can still put it in the Interior agreement appropriations 
bill. 

Mr. East. The House of Representatives did not appropriate 
moneys for the Defense Metals Administration. 

Mr. Hitt. That is right. 

Mr. East. So far, the regular appropriation of the Bureau of 
Mines must be used for the Defense Minerals Administration, and 
if it goes back in, then we can go ahead with our regular work. 

Mr. Hitt. Of course, there is no use trying unless we can get sup- 
port. There are a lot of eastern Congressmen, regardless of politics, 
who absolutely oppose anything that would develop the metal-mining 
areas of the West. We must keep in mind in this discussion that we 
are talking mostly about strategic metals. I don’t think we need 
get over on the broad expansion of general mining, and this com- 
mittee would probably be the last group in the House to advocate that. 

We say that when we are so short of the materials that you pro 
duce up in your area, there is no reason why, as a strategic materials 
program, we should not develop exploratory where that strategic 
metal is produced. : 

Mr. Lurron. Mr. Chairman, that is what I was talking about. We 
need it now and we cannot wait for it. Either please give the De- 
fense Metals Administration or the Reconstruction Finance Corpo- 
ration, or some other agency, the money, and make it local, so we don’t 
have to go to Washington, that we can get a yes or no answer out 
of those men in the field. 

Mr. O'Donnett. Mr. Chairman, with your indulgence, I feel con- 
strained to make a very short observation. 

| want to take friendly issue on the score of if a loan application 
goes to Washington there will be no loan. That is utter nonsense, 
my friend. The Reconstruction Finance Corporation has made 
thousands of mining loans. 

[ think you must misunderstand with respect to mining loans, that 
it is on a very rigid credit basis, the same as with a business loan. 
The law that was passed by the Congress in 1947 is still in effect, 
regardless of the police action in Korea, and there has been no liberal 
ization at all. We can make mining loans. I am objecting, on a 
friendly basis, to what you have had to say. I understand that you 
are one of our very satisfied customers. 

Mr. Lurron. Oh, yes. 

Mr. O’Donnewi. No, 2, the fact that the authority of our agency 
manages to make loans up to $100,000 was suspended a week ago b) 
Mr. Symington, the new Administrator, I am sure that he regretted 
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exceedingly the necessity for doing that, even on a temporary basis, 
but here are the facts: 

Mr. Symington made certain promises to the Senate Banking and 
Currency Committee at the time he was confirmed for the position 
with respect to the Reconstrutcion Finance Corporation’s philosophy 
of lending. It was out and out to all agency managers. It consti- 
tuted, in some respects, a radical change from anything the RFC had 
been doing in the past, and as a result there were 32 different inter- 
pretations by 32 different managers, making it impossible for Mr. 
Symington to keep his promise to the Senate, and therefore, for a 
temporary period, he has pulled that authority into Washington in 
an effort to establish a pattern that will be recognized by all 32 of 
our agency managers, and then it will be returned. "But it isa question 
of quite a radical change and that, I am sure, will not be for a very 
long period of time, and I am certain that he regretted the necessity 
of doing it. 

Mr. Lupron. Of course, I didn’t know anything about that, but I do 
know that if we had local authority out here where they could say 
“Yes” or “No,” that it would help us fellows out here in the field. 
That is all I wanted. I don’t care what agency it is, but if the RFC 
could say “Yes” or “No,” or the DMA, it would always help us. 

Mr. O’Donnewi. We understand that perfectly, and the authority 
has been in the field for such a long period of time, but there was a 
specific reason as to why it should be withdrawn for a short period. 

Mr. Lupron. Thank you. 

Mr. Hitt. Thank you very much. Remember, if any of us in Wash- 
ington, any member of this committee, or any of own Congressmen 
or Senators, can do anything to help you out, we are always ready to 
give all that we can. 

Thank you. 

Now, our next witness will be Mr. Nickols. 


STATEMENT OF D. A. NICKOLS, REPRESENTING S. & C. ENTERPRISE 
Mr. Huw. All right, Mr. Nickols, will you identify yourself for 


the record ? 

Mr. Nicxors. My name is D. A. Nickols. I am with the S. & C. 
Enterprise, Colorado Springs. 

I did not bring any prepared statement. 

It seems like this is more or less a defense meeting here today, but 
our problem is more local. 

Among other things, we manufacture lightweight building blocks, 
and in the manufacture of these building blocks we mine a light- 
weight aggregate down in southwestern C ‘olorado and, of course, we 
produce more than we can use ourselves, so we tried to ship that over 
the country, into Kansas, Nebraska, Oklahoma, Missouri, Texas, and 
Colorado, but we have run into freight-rate troubles. 

They seem to like our product, “and they like our price, but they 
don’t like our freight rates. They shy off when it comes to the 
freight rates. They do not want to pay that excessive freight rate. 
Sometimes the freight rate is three times what the product is, and 
we have reached the point where we are either going to have to fold 
up or get some relief from somebody to tell us how to go about getting 
these freight rates reduced. 
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We have applied to the railroads for a freight rate at a given 
point, and they tell us that they don’t have one to that point, but 
they can give us a rate, whenever we can convince them or show 
them that we have got enough business to warrant a change in the 
rates, they will be glad to go into it. 

Then we asked them, “How do you go about getting a freight-rate 
reduction?” They say that it is quite a lengthy procedure. 

So we just wondered if you gentlemen ‘could give us some help, 
some suggestions, or something as to how to go about that? 

Mr. Hitz. Well, of course, in the several meetings 1 have attended 
we have discussed freight rates, and that is really not an issue that 
we have thought very deeply into, the reason being that in every 
territory the freight rate is a different problem. In other words, 
even in this territory now, in the shipping out of wheat and the 
shipping out of flour, we have met that problem, but Congress has 
always been in an unfavorable situation, so far as I am concerned, 
on freight rates. 

You probably are talking about a freight rate east, but are you 
bothered with your freight rate around home? Do you get your 
products sold within a hundred miles? Does your freight rate pro- 
hibit a 100-mile trucking or shipping arrangement ¢ 

Mr. Nickxors. Well, you can hardly ship it by truck, and a truck 
could not haul enough weight to pay them to haul it. 

Mr. Hitt. Even with these big trailers that you have to go around 
up a lnll¢ 

Mr. Nicxors. I have seen those big trucks, and we have talked to 
them, but the truckers say they cannot handle it, because it is too 
light, they cannot put enough on a truck to make a pay load. 

Mr. Hint. But a freight car can do that? 

Mr. Nicxors. We put on 50 or 60 tons. 

Mr. Hini. What type of freight car—or is it an open car? 

Mr. Nickors. Like a coal car, a gondola, and we can put from 50 
to 60 tons in one of those cars. 

Mr. Hitz. Do you have any suggestions as to what we can do 
to help this man out, Mr. Dalmas. 

Mr. Daumas. No, Mr. Chairman. The experiences that I have had 
in basic commodities lead me to believe that it is hardly ever possible 
to get a rate established, unless by the Interstate Commerce Com- 
mission, unless the railroad agrees with you. In other words, you 
have to set up a freight-rate structure with them, and get their view, 
and then they ask the Interstate Commerce Commission to approve 
that rate structure. 

I am not sure whether you can appeal direct to the Interstate Com- 
merce Commission or not. But, of course, on your intrastate move- 
ments, your railorad commission, or whatever that body is in Colo- 
rado, takes care of those rates. 

Mr. Hinx. But that is inside the State, and your trouble is with 
shipping out of the State ¢ 

Mr. Nicxors. Yes; we are shipping out of the State. 

Mr. eo That is your trouble? 

Mr. Nicxots. Yes. 

Mr. Currts.- I would like to comment that we have had this problem 
before us once or twice before, and certainly it is a real problem of the 
small-business man, particularly for someone like the gentleman here 
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before us, who is not in a position to actually do anything himself, and 
it seems to me this is something that we should refer back to our whole 
committee and go into it. 

It is a very serious problem, not only here but elsewhere, and I think 
that we should do that. 

Mr. Hitt. Suppose you file a statement now’ You immediately 
interested me when you told me about the difficulties that even the 
railroads have. You have to have a car of large dimensions, because 
of the lightness of the product. Why don’t you give us a little histori- 

cal background of your plant and your operations, and your shipping 
problems, and then we will take it up with the proper committee. 

We have a committee, of course, in the House that handles freight 
rates, and we will let them see if they can work this in along with some 
of their other matters and help us out. 

Admiral Ringe. Could I make a suggestion there? Mr. Dalmas put 
his finger on the heart of the problem, I think. If you have got a vol- 
ume of business which is attractive to the railroads, your best chance 
of getting something done is to develop a favorable rate with the rail 

carrier, or the rail carriers involved, and then we will process it 
iremat the Interstate Commission. I think that is the normal course 
of processing, and if the railroads are looking for business as they 
should be, you ought to be able to work up something attractive with 
them. 

This is all outside the State I am talking about. 

Mr. Hirt. That is what he means. He is talking about that. 

Mr. Nicxors. I would like to quote here from a letter we got from 
Missouri. We got this letter in March, and we had shipped this party 
a car of this aggregate. He says, “I contacted another company about 
buying this same product out of New Mexico, and the freight on their 
shipment was less than $5 as compared with your rate of $6.11.’ 

Mr. Hix. Well, will you get this all together in a brief and ciel it 
in to Mr, Dalmas, and we will see if we cannot get the right party to 
turn this over to. 

Mr. Nicxors. We can do that by mail? 

Mr. Datmas. Yes. If you will send it to the House Small Business 
Committee, room 129, Old House Office Building, Washington, D. C. 

Mr. Nickxots. What is the office building? 

Mr. Datmas. The Old House Office Building, Washington 25, D. C. 

Mr. Nickxors. And your name, sir? 

Mr. Datmas. Just send it to the committee. My name is Dalmas, 
but just address it to the committee. That is all that is necessary. 

Mr. Nickxors. Thank you. 

Mr. Hitz. To the Select Committee on Small Business. 

Now, before we call the next witness—off the record. 

(Discussion off the record.) 

Mr. Hux. Back on the record. 

Major Wuarron. Thank you, Mr. Chairman. 

From the Chemical Procurement Office is Chief Warrant Officer 
Jowell, and I would like him to tell you what his office number is, 
and make a very brief statement on that kind of procurement, so you'll 
know if you have any problems which come within his purview. 

Mr. Hix. He is located right here in Denver ¢ 
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Mr. Joweit. Mr. Chairman, ladies and gentlemen, I am at the 
Rocky Mountain Arsenal, and the telephone number is Acoma 5771, 
and the extension is station 441. 

Our procurement locally more or less has to do with small items, 
and our procurement locally, any project orders that we receive for 
manufacture at the arsenal, procurement instructions are listed 
thereon, and we have to send those out to our procurement districts. 

We have a chemical procurement district, and chemical procure- 
ment agencies, and that is for materials that go into products manu- 
factured at the arsenal. However, they all originate at the chief's 
office, and then we send them out to the district. 

Now, anybody interested, so far as parts are concerned, if they will 
contact the procurement district located in Dallas, Chicago, Boston, 
New York, the chemical procurement, and asked to be placed on the 
invitation list, and specify what they can produce, why, the invita 
tions will be sent out to them for these various items. 

As I say, however, our local procurement is only up to $5,000. How- 
ever, we do a lot of emergency buying with the concurrence of the 
chief's office. 

Most of our procurement is actually done to the arsenal up to 
amounts of less than $5,000. 

Now, for the components of direct materials that go into end items 
that we manufacture, our project orders which are issued by the office 
to us here, specify where we will requisition direct materials for the 
end items. 

Now, those districts, the procurement districts, are located in Dallas, 
Atlanta, Chicago, Boston, and New York, and the Chemical Procure- 
ment Agency at Maryland. 

Mr. Hix. Let me ask you a question. Anyone wishing to contact 
you can make an appointment and find out what contract is com- 
ing up? 

Mr. Jowetn. Yes, indeed. All types of items for the industry, o 
rather, all types of items for the end items, we have them there, and, 
for example, what procurement district is responsible for letting these 
contracts. 

Mr. Huu. Up to $5,000 you handle them direct? 

Mr. Jowetw.. Yes, sir; we do. 

Mr. Hitz. That is good information. 

Admiral Rive. Mr. Chairman, this is so important that at the risk 
of overstressing the points of one of the gentlemen here this morning, 
I think it was Mr. Rand, said there was no procurement agency in 
Denver. / 

Now, Warrant Officer Jowell has just told us the amount of actual 
procurement done by his own office, and that is relatively small, up to 
$5,000, but the point that ought to be stressed is that for every bit of 
procurement done by the chemical corporation, Mr, Jowell is in a 
position to assist any Denver manufacturer in at least discussing with 
him what the things are and what they are for, is that correct ? 

Mr. Jowriw. Yes, sir; that is very true. It is like I mentioned, 
there is a percentage ordered for the manufacturing here. 

A Voice. Well, would he have a complete file of the specifications 
within his jurisdiction ¢ 

Mr. Jowein. Yes, sir; we would have the drawings and specifica- 
tions of the end item. 
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Mr. Hitt. We might add that we found out every place we have 
had a committee hearing, that one of the best things we do, they say, 

“We can’t find out a thing.” and then we discover in the meeting that 
we can answer their question fairly well. 

Major Wuarron. Would you repeat your telephone number and 
extension ? 

Mr. Jowewt. Yes, the direct line, Acoma 5771, and the extension, 
that is the arsenal, the extension is 441. 

Mr. Hitt. Now, if you don’t get the right kind of treatment, there 
is your chance to bellyache. 

Mr. Jones. I would like to ask Warrant Officer Jowell as to what 
type of material he buys, is it chemical items, or are they manufac- 
tured items of steel, steel and component parts that go into your par- 
ticular manufacture at the arsenal. 

Mr. Hitx. Will you identify yourself for the record, please ? 

Mr. Jones. I am L. A. Jones of the American Steel & Iron Works. 

Mr. Jowei.. Our local procurement on the arsenal is the end item, 
the spare parts for the maintenance of machinery and equipment, and 
certain parts of steel in the manufacture of rehabilitation of the 
plants. 

Now, as I mentioned, so far as those things are going to the end 
items, direct materials that go into the end items, they are sent out, 
but we buy all types of materials, as I mentioned, up to $5,000, or we 
buy locally rehabilitation parts for motor vehicles, tires, and every- 
thing that goes into maintaining the arsenal, which is not a major 

produc t. 

Mr. Rvuaaues. Mr. Chairman? 

Mr. Hitz. Will you identify yourself, please ? 

Mr. Rucares. My name is F. A. Ruggles, and I am with Engineer- 
ing Products, Inc. 

‘What I am interested in is, does this local man, this Warrant Of- 
ficer Jow all have information for us before the fact or after the fact? 
Does he have information upon which we could hope to bid. 

Mr. Jowrin. Well, yes; we probably would, when a project is estab- 
lished, and we send out requisitions, the direct materials that are going 
into the end item, we know what procurement district is going to get 
those requisitions. They, of course, will send out the invitations, and 
you can look over the bill of materials that goes into the end item, 
and if there is something you can handle, why, you can send in to the 
procurement district for bidding on the item and direct materials that 
go into the end items. 

Mr. Curtis. Would you get the drawings and specifications here 
in your office ? 

Mr. Jowett. Yes; we have three. 

Mr. Curtis. So they could look at those so they actually could do 
some bidding on them ? 

Mr. Jowe.u. Yes, sir; they can get a definition of the item, and a set 
of drawings and specifications for the particular direct material going 
into the end item. 

Mr. Hux. I wish we could go on further, but we have a number of 
witnesses already listed, Mr. Jowell. 

You will be back in the rear of the room with these boys who want 
to know something about the particulars, and can see you so you 
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can give them some information on bidding on some of this materia] 
and they can talk to you privately ; is that correct ¢ 

Mr. Jowen.. Yes, sir. 

Mr. Hix. If you will make yourself available to them, we will 
appreciate it very much. 

Major Wuarron. Thank you. I will have Major Bower, and Lieu 
tenant Aird from Lowry Field with the Air Force, who are here, and 
I would like both of them to stand up. 

Now, Major, I would like to have you tell them something. 

Mr. Hitt. Will you come down here, please, gentlemen ¢ 

Major Bower. Yes, sir. 

Mr. Hit. Will you give your correct name and title to our reporter / 

Major Bower. I am Maj. T. K, Bower, and this is Lieutenant Aird. 
Lieutenant Aird is the procurement officer. He is actually the pick 
and shovel man when it comes to that sort of thing, and he will answe 
any technical questions you might have. 

In my capacity, I am executive of the maintenance and supply 
group, and have administrative control over the purchasing section, 
but Lieutenant Aird, is the man who actually has contact with you 
gentlemen, and he would be in a much better position to answer any 
professional questions you might have. 

Mr. Hit. Lieutenant Aird, how do we get in touch with you? 

Lieutenant Arrp. My phone number is Dexter 8481, station 574. 

We are only concerned with the procurement of items that are al- 
ready manufactured. 

Mr. Hix. Complete items? 

Lieutenant Arp. Yes, completely manufactured items. We do not 
fashion anything. 

The other procurement we do is contruction, rehabilitation of 
buildings at Lowry. Of course, that is left to qualified general con- 
tractors in this area. 

Our authority for approving is up to $10,000, at the base level, and 
anything over that, we get into an agreement, of course, but it is 
transmitted to our headquarters, which is the Air Training Command, 
for approval. 

I understand anything over $100,000 would have to be further 
transmitted to headquarters of the Air Material Command. 

Mr. Hitz. Do you think these contracts—how are these contracts 
let—by bid or negotiation ? 

Lieutenant Arp. We circularize invitations, and get competition 
on the bids, yes, sir; and that also applies to local purchases. I forgot 
to mention that there is competition in any case, 

Mr. Curtis. Do you have information that you can give the people 
in this area on other procurements of the Air Force? 

Lieutenant Arrp. The central procurement of items for the Air 
Force is a function of the Air Material Command, supplying bases 
through the supply channels. That is the way most of the items used 
by the Air Force are secured. We only buy emergency articles. 

Mr. Curtis. I understand that, but suppose a man in Denver 
wanted to get information as to how to go about bidding on a contract 
of your air materials, could you supply them with the information, 
and possibly do you, in the same manner as the warrant officer just 
testified to, think you are in a position so that you could give them 
drawings and specifications ? 
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Lieutenant Arrp. No, we are not furnished with the drawings and 
specifications of the items, except on construction or rehabilitation of 
buildings on the field. 

Mr. Curtis. Let me ask Admiral Ring, why couldn’t that be done 
along the lines that we have been discussing, wherever you do have a 
legal representative, having them at least to be used as an information 
center to pass on further information, the same way the warrant 
officer is doing on his procurement ? 

Admiral Rive. I see no reason, Mr. Curtis, why it cannot be done. 
I was delighted with the Jowell statement regarding his possession of 
drawings, blueprints, specifications, and so forth. 

It makes little difference whether the actual buying is done out of 
Mr. Jowell’s office, but it makes a lot of difference to anyone in this 
room who wants to bid on any item that the Chemical Corps wants, 
wherever the buying may take place, that there is a local focal point 
of information, and for your information, I would like to extend the 
same thing. I don’t yet know the name of the Navy inspector of 
matériel here, but there is a Navy representative somewhere around 
here, too, and I want to say in regard to our lacking the ability to 
establish a procurement office, a major procurement office, in every 
town, village, and hamlet of the United States, that that would be 
impossible, but where we do have Government representatives, I hope 
that we can increase the scope of the information that is in the posses- 
sion of those people, to the end that local people can get information 
ata local place. To me that makes sense. 

Mr. Curtis. I think this gentleman has something to say. 

A Vorcr. You have the Navy representative right here. 

Admiral Ringe. I am sorry. I am sorry. That is Mr. Boyd. I 
should have recognized him. 

But the amount of information that he has, directly reflects the value 
of his representing over-all Navy procurement through the State of 
Colorado and to the city of Denver. 

Mr. Curtis. Let me ask the major: Do you see any reason right now 
why your office could not provide that additional service? You are 
in the administrative end of it, aren’t you? 

Major Bower. There is no reason why we could not and would not, 
if we had the information, but the central procurement of Air Matériel 
Command is something that is so much larger than one air base that 
we are not in on those things at all. We don’t even know. For ex- 
ample, I have received a number of calls from local businessmen here 
in town who had information and wanted to bid on certain contracts 
from AMC, and they asked, and in many instances received the infor- 
mation they wanted. But we had no knowledge that they even had 
the invitations to bid, don’t you see? And unless it was an item, a 
stock-listed item, which we would have a technical order of some kind 
for, and we frequently do have blueprints, then we would be in no 
position to have them in our possession, 

Mr. Curtis. Maybe this committee will request your superiors to 
do that. 

Admiral Ring. I think that we ought to define between the major 
buying, which is complete airframes—it would be folly to burden the 
major’s office with that type of item—but, on the other—— 

Major Bower. Well, we furnish that. 

Mr. Curtis. Wait, then. Maybe in my original question I had mis- 
understood your answer. You do have additional information on 
other procurement that is not actually procured at your base? 
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Major Bower. I prefer to put it this way, sir: That we might have ; 
and if we did have, we certainly could give it to you. 

Mr. Curtis. I can see whether you nor the warrant officer have large 
items, but certainly on these items where the people here in Denve: 
could bid on them, if you had the blueprints and specifications, it woul. 
be particularly helpful. 

Major Bower. Those are usually furnished at the time of the invita 
tion to bid. 

Mr. Hin. We thank you very much, because that is informatio: 
they can follow throughout here, and anyone interested about getting 
in touch with you boys may do so. 

Major Bower. We can tell you whether we have the information o: 
not, at least. 

Mr. Hitz. Well, you are still going to be available around the hal! 
for a little while? 

Major Bower. Yes, sir; we are at your disposal. 

Mr. Hm. O. K. 

Mr. Rand? 

Mr. Ranp. The only reason that I am coming forward to say any 
thing is because Admiral Ring mentioned my name. 

It seems to me that on an undeliberate basis there has been some 
slight attempt to confuse the issue. First of all, I would like to know 
how much procurement the Chemical Corps does in Colorado, and, 
secondly, so far as the information is concerned, there is not any lack 
of information, because the NPA gets all that. 

But we do still need a procurement office here. We don’t need the 
information, we need a procurement office, because we can get the 
information from NPA, albeit the time element does enter into it, 
and also in Colorado, the chemical end of it is a very small segment. 

[ am just afraid that the admiral has tended to place undue em 
phasis on that particular phase, and is perhaps beclouding the issue 
when it comes to pertaining to metal fabrication, which is more im- 
portant. 

Admiral Rrye. Mr. Chairman, I take a friendly, but modest, and 
I hope fairly vigorous dissent from what Mr. Rand has said. I have 
listened intently to what has been said, and one of the greatest com- 
plaints raised in this hearing room today is the fact that people do not 
get specifications in time. 

When we are talking about chemicals, I am not talking about toxic 
gases, and I am not talking about the mustard gas or anything else. 
I am talking about everything that the Chemical Corps of the De- 
partment of the Army buys, and it takes in a lot of metalworking 
capacity. Whether you have a procurement office physically located 
in the city of Denver, or someplace in the State of Colorado, or 
whether Colorado manufacturers have a chance to bid intelligently, 
and get enough time to prepare their bids on specifications that are 
clear and explicit and understandable, it seems to me that we have 
developed, and not with any attempt to becloud the issue or drag an) 
red fish across anybody’s path, there is information available in the 
city of Denver, and I think Mr. Jowell clearly stated that. 

Mr. Hix. We have found that in practically all of the meetings I 
have attended. 

Mr. Ranp. Well, that is not true, so far as specifications are con 
cerned, and, frankly, I could get 20 manufacturers to stand right up 
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now, and tell you that they cannot get specifications in sufficient time, 
or else they are not in sufficient detail so that they can bid on them. 

Admiral Rive. If it is a chemical item, and they call on Mr. Jowell, 
and he cannot furnish the specifications that he says he has, then there 
is something wrong. 

Mr. Ranp. I am saying that there is something wrong. 

Admiral Rive. Have you called on Mr. Jowell ? 

Mr. Ranp. No, I have not. I am not a manufacturer. 

Admiral Rixne. Have your people called on Mr. Jowell? I am 
talking about for chemical items. 

Mr. Ranp. How about the many other facets of industry ? 

Admiral Rine. Mr. Jowell obviously is not going to furnish items 
for the Bureau of Ships, that Mr. Boyd represents, and I hope that 
Mr. Boyd is in a position to have the information. 

Mr. Rano. Could you ask him that? 

Admiral Rivne. He is going to be the next witness. 

Mr. Ranp. One other thing, for the admiral’s information, I want 
to state that Denver built landing craft for Mare Island, and they 
got 18 efficiency awards—— 

Admiral Ringe. May I say that I was one of the people who had 
something to say with starting that? I am well aware of it. 

Mr. Hut. The gentleman from the Navy. Give your name and 
so forth; then we will get back to these other witnesses, because you 
know that we will have to take time out here for dinner after a while. 

Mr. Boyp. My name is William H. Boyd, Assistant Inspector of 
Navy Matériel in Denver, and I work under the direct command of 
Commander Vandeman in St. Louis. 

There has been a lot of talk about specifications, and there is not an 
agency that has cooperated with industry any more than ours. I 
have even worked and cooperated with the Department of Commerce, 
with anything and everything they wanted. There is none that I 
have noticed on this list you have here, there are only two people who 
have been in my office, and the rest of them have never even seen it. 

Mr. Hitz. Where is your office ? 

Mr. Boyp. 256 New Customs House. 

Mr. Curris. Has anything been done—Let me ask this: Has any- 
thing been done to publicize the location of your office, and this other 
information that you have given us? 

Mr. Boyp. It is generally known by the speakers that were here and 
the witnesses, some of them know it, but some of the speakers were 
never in the office. 

Mr. Curtis. Let me make this statement. I don’t want us to get 
into any squabble, but the fact remains that we have had the same 
thing happen throughout the country, that the local people do not 
have the information as to who is there. 

Now, this is not being done to pin blame on anybody, but it is a fact, 
and if they don’t know you are there, you in turn must realize that 
there is some responsibility on your part to make your presence known 
to them, as well as on the part of the local people to get in touch with 
you. 

Mr. Boyp. Well, there isn’t anybody who knows more about it than 
the Department of Commerce, because they use our office at all times. 

Admiral Rinc. May I just point out to the people within the sound 
of my voice, that the yellow section of the phone book, if I was a 
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businessman, and wanted a Government contract, I believe that | 
would use the telephone book, to find out where they were located, 
and walk into their office and make my wants known locally. 

Mr. Hiri. That is why we are here today, because we are going to 
let them make their wants known. 

Is that all you have to say ? 

If you will be present where we can get hold of you, we will appre- 
ciate it. We cannot take questions from the audience, because 1f we 
do, we are a sunk duck. We are going to try to finish today. I have 
to be in Washington tomorrow morning. 

Now, let’s hear from the GSA. You wanted to say a word, | 
believe. . 

Mr. Kure. I just want to say one short word. We do maintain an 
information office, and I have said this at every meeting where there 
were businessmen present, at the Federal Center, in which we have 
specifications for practically everything that the Federal Govern 
ment buys, so far as common-use items are concerned. 

Mr. Huw. That isthe GSA you are talking about ¢ 

Mr. Kier. That is right, and we have a cross-index that will be 
very helpful to you men in obtaining certain military information. 

Mr. Hinz. I believe you told us a while ago you had only been organ- 
ized for about 9 months. 

Mr. Kier. This is one of the things that we have done fast, Con- 
gressman. 

Mr. Hiww. And Iam sure you would be glad to have them come in ? 

Mr. Kiew. We will be very happy to have them come in. 

Mr. Hitt. Well, gentlemen, 1 hope you will wear the carpet out in 
his front office. 

We just cannot take questions from the floor and ever finish. So all 
you boys who want to ask questions, we will get to you later. 

Now, our next witness will be Edgar Weiselman. Evidently he is 
not here. 

Then our next witness will be Mr. Jones from American Steel & 
Iron. 


STATEMENT OF L. A. L. JONES, PRESIDENT, AMERICAN STEEL & 
IRON WORKS, INC., DENVER, COLO. 


Mr. Hix. Will you identify yourself for the record ? 

Mr. Jones. Yes. I am L. A. L. Jones, president of the American 
Steel & Lron Works. 

Mr. Hitt. Do you have a prepared statement ? 

Mr. Jones. Yes, sir, I do. 

Mr. Hitu. It will save the reporter a lot of trouble if you will give 
him a copy, so that when we get to talking and asking questions, it 
will give him a little rest. 

You may state the high points of it, if you will, so that we can 
get time to discuss the questions. 

I am not at all sure as to whether we do not get more out of ques 
tions at times, but knowing Mr. Jones, as I do, I can say that to him. 

Mr. Jones. Gentlemen, it was my pleasure to testify before this com 
mittee at the San Francisco meeting. At that time I testified that it 
was practically impossible to secure information on bids from procure 
ment offices. I regret to state that this condition has not been allevi- 
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ated to a very great extent. We have received some bids from the 
Navy Department in Washington, but they have been very spasmodic. 

Very often the bids we do receive don’t have sufficient information 
in order to intelligently compile a bid. For example, we recently 
quoted on Invitation No. 2974-S, Bureau of Ships, United States 
Navy Purchasing Office, Washington. The bid was issued on May 7, 
opening date June 5. We received the bid M: ay 24. After studying 
the information contained in the invitation, we found additional in- 
formation would be required. We wrote to the Navy Department on 
May 28, 1951, asking for complete specifications used in the fabrica- 
tion of the item as called for on Invitation No. 2974-S. We finally 
received these specifications in the morning mail, July 5, 1951, just 
30 days after the bid was opened. : 

By the way, to digress a moment, they even returned a copy of our 
letter; they did not even keep it for their own files. 

We had to make a wild guess in order to figure prices. Out of 55 
bidders on this bid invitation, we were eighth; however, if we had 
received the information regarding specifications we might have been 
able to reduce our price and secure this contract. 

I say “might,” because we had to make a wild guess on it. We 
had to guess on the safe side. 

Naturally, in making a guess, we try to guess on the safe side. 

In the first part of June we wrote the St. Louis Ordnance District 
relative to a bid which appeared in the synopsis of the Department 
of Commerce, covering one-half ton cargo trailer bodies. This bid was 
to have been opened June 11. On June 7 I received a telephone call 
from Lieutenant Cunningham of the St. Louis Ordnance, advising they 
had no record of this particular bid and asked for further informa- 
tion. The only information we had available was what appeared in 
the Department of Commerce synopsis. This I advised the lieutenant 
and he stated that they did have a bid covering 114-ton cargo trailer 
bodies, but they had no specifications and no drawings. The only in- 
iormation they had relative to the item was an Ordnance Department 
serial number and a manufacturer’s number. I pointed out to the 
lieutenant it would be impossible for us to bid on something unless 
we knew what they required. He stated that Chrysler Corp. were the 
only people who had drawings covering this particular item and he 
suggested we write Chrysler Corp. asking for copies of drawings. 
[ pointed out to the lieutenant that this was pure fallacy because 
Chrysler was not going to put us in a position to compete with them 
by giving us information. I further pointed out that this constituted 
restrictive bidding and that further it was a waste of taxpayers’ 
money and prospective bidders’ time and money to send out bids of 
this nature, due to the fact that only one bidder knew what was re- 
quired. It would appear to me that procurement costs would be cut 
by just forgetting bids and sending the order to Chrysler Corp. 

We have at this time a bid from the Bureau of Supplies and Ac- 
counts calling for pallet racks, consisting of two platforms, two up- 
rights and frames and X braces. The bid refers to Stock No, B—69 
R-9, but gives no size or other specifications so that it is impossible 
for us to bid with such seanty information. Manufacturers who 
are located near W: ached ean get this information readily. The 
only way we could be assured of getting such information in the 


86267—51—pt. 3——53 











2684 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


future is to employ a man on full-time basis to stay in Washington 
The cost of this, of course, would be prohibitive. 

We have been told repeatedly that small-business should look t 
prime contractors for caiacalteheta in order to keep the plants opel 
ating. To date, it is our impression that the defense program isn’t 
big enough to create much overflow. We find in checking with prime 
contractors that they are using the defense orders to expand thei; 
own facilities, train their own work forces and on their own plants 
filled. They plan a quick expansion of output, by subcontracting 
port of their production to subcontracts, if and when, an emergency 
arises. I feel in the main that subcontracting is not going to help thi 
small-business man very much at this time. With respect to the 
Rocky Mountain region, I believe a procurement office of the com 
bined services in the area would prove invaluable, both from the stand 
point of economy to the Government and enable our manufacturers 
to stay in business. If such an office is set up, information, drawings, 
and specifications can be made available so that it will not be neces 
sary for us to travel from 1,000 to 1,500 miles for this information. 
I believe, too, that if such an office was set wp, arrangements could 
be made so that top procurement officers could scan the needs of 
the defense agencies and see to it that the smaller items which could 
be manufactured in this area and in like areas could be earmarked 
so that the contracts would be awarded on a geographical basis. We 
know it is impossible for us to produce tanks, guns, and like items 
in this area but there are a tremendous number of small items that 
could be produced in this area which would help keep our economy 
on an even keel. 

Sometimes it may be necessary to pay a premium to get certain 
articles manufactured in this area. I feel this is money that would 
be well spent because it would keep the workers from migrating 
io congested areas where war contracts have been let, and it would 
help defense production and distribute the workload more equitably. 
If we get into all-out war we are going to need every plant from one 
man shops on up and in order to keep these shops operating 1 feel 
that something has to be done to give them some relief now. Large 
sums of money have been spent in subsides to the farmer, large sums 
of money have been sent to Europe and elsewhere to help them de- 
velop a balanced economy, and I feel if no other solution can be 
found, that certainly at least a small sum of money should be appro- 
priated in subsidies to small business by awarding contracts to other 
than the low bidders and base it on geographical location. A num- 
ber of our plants in this area will be forced to close up very shortly 
if some relief is not given, 

Thank you, gentlemen. 

Mr. Hinu. Very well. 

Mr. Jones. I would like to point out one thing to the admiral, that 
Mr. Boyd has been very cooperative. We have called his office a 
number of times. But he does not have complete specifications from 
the Navy. 

We have called him on several of the bids we have received, and 
they have no idea of what the specifications are. 

Admiral Ringe. With regard—if I may, Mr. Chairman—— 


Mr. Huw. Yes. 
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Admiral Rixe (continuing). I would like to ask Mr. Boyd the 
point-blank question with regard to Stock No. B-69-R-9, on which 
you wrote to Washington, and which 30 days later they even re- 
turned the original letter, failing to keep a file copy of it, as to 
whether or not Mr. Boyd thinks or knows he had that particular 
stock number and — have aided you in it ¢ 

Mr. Boyp. Yes, s 

Mr. Jones. There was not a particular— 

Admiral Rina. a vou have it. Mr. Boyd ¢ 

Mr. Boyp. Yes, s 

Admiral Rina. Did Mr. Jones call on you for it? 

Mr. Boyp. No, sir. 

Mr. Jones. Pardon me just a moment. The pallet rack I referred 
to just came in the mail. 

Admiral Ring. I am sorry. But whatever B-69-R-9 might be, Mr. 
Boyd here says he has the information. 

Mr. Jones. | will see to it. but Invitation No. 2974—-S covered floats. 
We contacted Mr. Boyd's office and they did not have the information 
at that time. 

Mr. Borp. We did not have the specifications, ne. sir; that is 
correct. 

Mr. Jones. No, sir. ‘That is what I am getting at. 

So many times they tell us to do this, that, or the next thing, and 
we dig into it, and we find that even their own offices do not have 
the information. Now, that is not any criticism of Mr. Boyd. Don't 
misunderstand me. 

Admiral Rixe. I would like to point out that I am not saying Mr. 
Boyd has all the information. and one of the problems that I am 
taking back with me to Washington will be, just as we addressed the 
major and heutenant with regard to getting more information avail 
able at local offices, that we will do it in this case, and that is some 
thing I want to do. 

William Boyd, assistant inspector of navy matériel, ought to rep 
resent and does represent the entire Department of the Navy, and 
I want to see that he either has the information, or can assist Denver 
businessmen in getting it faster than 50 days, and also look into the 
matter of the return of your letter. 

Mr. Jones. I think that that is a step in the right direction. 

I would like to ask Congressman Hill, if you will remember, we 
had a lot of discussion in San Francisco regarding nonprofit incor- 
porated pools. At that time there was testimony to the effect that 
certain people in California were trying to get the Government to 
recognize or make contracts with these pools. 

Do you know if anything has been done along that line? 

Mr. Huw. Yes, I do. That is exactly what we were trying to do 
in that Small Defense Plants Corporation, if we can get that through, 
the difficulties we discussed at the San Francisco meeting do exist. 
and the Senate has already passed a modified form of that bill, and 
it will come over to the House for approval, ry what changes they 


will make. or what legislation will come out of it—I mean. hee we 
wr develop it in the final passage, I have no way of knowing, 


but that will he care of these pools you have been talking about. 
But believe me, you have to have this organization we are talking 


about, or you cannot havea pool. We have got to know what you can 
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produce. I mean, the country has. And you have got to know what 
type of items each little engineering plant or processing plant can 
produce, and produce at the low figures. 

I think we are making progress on that. 

Mr. Tack.e. Just for the record, there have already been approved 
and put into actual operation a number of pools, both community pools 
and industrial pools. 

Mr. Hitt. Those are the pools that have been incorporated as such / 

Mr. Tackte. That is correct. 

Mr. Hizw. That is the thing. 

Mr. Tackie. They are already operating, and some of them have 
gotten Government contracts. 

Mr. Hitz. Some of the States or communities don’t want to force 
the boys into corporations, and where you merge your whole corpora- 
tion into a single corporation, that is what has been done in some of the 
States. 

Mr. Curtis. I was going to ask you, Mr. Jones, if we had regional! 
procuremént information centers that had plans and specifications for 
these various items, that is, except for any secret or hush-hush items, 
whether that would be a practical answer to Mr. Rand’s proposition. 
It would, would it not / 

Mr. Jones. It would in this respect, yes, that you could get informa 
tion, but that still would not assure us of getting contracts, naturally. 

Mr. Curtis. That is true. 

Mr. Jones. We made a bid to the Navy Department on a negotiated 
bid. We have no idea where our prices were. In other words, 
whether we are way high, whether we are in the middle, or what. 

Mr. Currts. You are talking about negotiated bids ¢ 

Mr. Jones. Yes,sir. [haveacopy of it here. It isa negotiated bid 
that I sent back into Washington, asking them if they could get us 
information as to where we stood, and they said that the Navy 
Department would not give them the information. I have a copy 
of it. 

Mr. Datmas. Wouldn’t they make it known to you after the con 
tract was consummated ¢ 

Mr. Jones. No, sir. 

Mr. Curtts. I don’t understand that. 

Mr. Dautaas. I don’t understand that, either. 

Mr. Jones. Well, I have a copy of the bid right here. We might 
have another exactly like it, and we might put in the same price, anc 
we might be just wasting our time. We don’t know where we stand. 
I would like to get that information. The only way I can get it is to 
go back to Washington and dig it up myself. 

Admiral Ringe. Might I say, Mr. Chairman, that that is a rathe 
serious charge that Mr. Jones has raised, but we have put through « 
policy which was implemented on July 1, 1951, which requires thie 
Navy Department, and all other parts of the military, to publish. 
through the Department of Commerce information system, week!) 
the awards under those same negotiations, so you know that if 0 
Negotiation No. 1234, somebody took it for 10 cents a unit, and yo 
bid 15 cents, you would know where you stand. 

[ am not saying that between July 1 and 9 that the system is con 
plete. It is in the process, and it is set up through the Department | 
Commerce information dissemination system. 
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Mr. Datmas. Doesn’t any bidder who is party to the negotiations 
have a right to learn just what is wrong with the ladder he did stand 
on? 

Admiral Rivne. After the award has been made. 

Mr. Hr. That is what Mr. Jones is speaking about. 

Mr. Jones. I don’t know whether the award has been made. I have 
no way of telling. 

Admiral Rivne. If the award has not been made, the contracting 
agent will not publicize the information. 

Mr. Curtis. When was the bid made? 

Admiral Rine. I would be very glad to get the negotiation number, 
and I will send Mr. Jones a wire as soon as J get back to Washington 
and give him all the information. 

Mr. Jones. There is no opening date on the bid. The letter origi- 
nated June 6, No. 6330 is the negotiation number, and we sent the bid 
in on June 8. 

Mr. Curtis. Mr. Jones, let me ask you a question. You apparently 
have been dealing with Mr. Boyd's office. How did you find out about 
Mr. Boyd’s office ¢ 

Mr. Jones. Through the Department of Commerce. 

Mr. Curtis. Locally here, is that correct? 

Mr. Jonns. Yes, Mr. Brokaw’s office, and I am going to say a word 
of praise for Mr. Brokaw. He has done a bang-up job. 

Mr. Hiri. Now, you said Mr. Brokaw 

Mr. Jones. We found it out through Mr. Brokaw’s office, that Mr. 
Boyd’s office had certain information. 

Mr. Curtis. The only reason I bring it up is that I would like to 
suggest to the admiral, I don’t think it is sufficient just to have peo- 
ple in a community without doing some sort of publicity on your part 
to let the people know you are there. 

Now, it is perfectly true that you can say if you were a businessman 
that you would look in the yellow sheets of the telephone book to find 
out about these things. However, we know from a practical stand- 
point, that does not solve the problem, which we all want to see solved, 
und that is to have the people in the community know about these 
things. 

There are various ways of getting information around, and indivi- 
dual people can go to the rotary clubs, the chambers of commerce, and 
so forth, and they cannot just sit in their offices, however, and expect 
everybody to know about everything. 

Admiral Ring. Contrary to the number of words they have spoken, 
you know, the Navy has always been known as a silent service. 
| Laughter. ] 

Mr. Jones. I might add one thing, Mr. Chairman, with respect to 
the inspection of plants. IT was in the Corps of Engineers’ office in 
May. They wrote a request to Oakland that our plant be inspected. 

So far we have seen no one from the Corps of Engineers’ office. 

I am wondering if it is not possible to use the facilities of Mr. 
Brokaw’s office? He has competent men there, who have gone out and 
surveyed these, and it seems that it would save a lot of men by utiliz- 
ng their survey lists, rather than to have men from the various 

agencies come in. 

In other words, the Chemical Warfare man—the Chemical Warfare 
Service has to send a man to inspect the plant, your Air Force, your 
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Navy, your Corps of Engineers, they all do identically the same 
thing. [ 

Now, isn’t it possible that the information that Mr. Brokaw’s office 
has on these plants, and their men have surveyed them, isn’t it pos- 
sible that that information could be distributed to the various indus- 
tries or the various armed services / 

Admiral Rrve. I think Mr. Jones has a very good point, and we 
certainly ought to go into it. 

Now, I would like to say again, that the man who would inspect your 
plant for the Navy is a man named Boyd, and every bit of Navy ma- 
terial produced in the Denver area under Navy contract will be in- 
spected by William H. Boyd. That is why he is here. (¢ ag omagrg b 
if we need a facility inspection prior to the award, for the Navy it is 
centralized here, for the Chemical Warfare Service, and I presume 
that Mr. Jowell will perform that inspceetion, but there is no question 
but that we ought to use the information that Mr. Brokaw has across 
the board, and avoid sending people from a lot of far places. I think 
that is a very fair suggestion. 

Mr. Hiww. Thank you. 

Mr. Cuark. Mr. Chairman ? 

Mr. Hi. Will you give us your name? 

Mr. Curark. My name is Clark. 1 just wanted to tell Mr. Jones that 
a booklet on production pools has just been issued by Mr. Pritchett’s 
office in DPA, and I am sure you can get that, either by writing to 
Washington, or through Mr. Brokaw’s office here. It would give you 
all the information about setting up the pools under the present law. 

Mr. Jonrs. We have a pool in Denver composed of 12 manufac- 
turers. We have distributed this up and down the west coast. They 
have copies of it in Washington, but so far we have not heard any- 
thing about it. 

Mr. Hitt. Have you formally asked for approval of the pool? 

Mr Jones. No, sir; I have not, because, as I say, I had not heard 
that this approval was available. 

Mr. Damas. You can get it under the Defense Production Act. 
They permit the formation of pools. The big complaint has been 
that while the pools have been formed, they have not been able to get 
contracts. 

Mr. Hitt. Thank you. 

Mr. Jones. In closing, may I ask that this committee make every 
effort to get a procurement office located in Denver? 

Mr. Hitz. There is no question but what we will do that. 

Mr. Jones. I mean, there isn’t any office closer than 1,000 miles that 
can issue contracts, outside of the local bases where they buy for their 
local areas. That is the thing we are trying to get, Admiral, is to 
get some oflice here that can issue contracts on large- -sized orders, to 
give us a production, say, for 6 months or a year. 

Admiral Rune. The only trouble is that we have to centralize an 
office, unless you want every bureau, every technical service, and the 
Air Matériel Command to be represented, it still would be either the 
engineers or the quartermaster, or chemical, or one of the other tech 
nical services, or one of the bureaus of the Navy Department, and not 
anv one of ofaoum is going to buy across the board for all of them. 
because we don’t buy that way. 
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Mr. Jones. I understood that the Corps of Engineers buys all of 
the heavy equipment for all the services. That is located in Chicago. 

I understood that another office buys all of the lumber, and so on 
and so forth, for all of the services. Is that correct ? 

Admiral Ringe. Well, they might buy all lumber, but that would 
not take in the steel fabricating. 

Mr. Jones. They buy all the heavy equipment. 

Admiral Rive. No; they buy much of the earth-moving equipment. 
But. if you are getting into materials-handling equipment, which 
comes in fairly heavy sizes, the quartermaster does that and the Navy. 

Mr. Jones. All right. 

Mr. Hitt. We thank vou very much, Mr. Jones. 

Now, I will ask if Mr. Werner is here from Fort Collins. 

Evidently he is not. 

Then our next witness will be Mr. John R. Howe of the Howe Ma- 
chine & Supply Co. 


STATEMENT OF JOHN R. HOWE, HOWE MACHINE & SUPPLY CO., 
DENVER, COLO. 


Mr. Hinx. Will you identify yourself for the record, and take a 
chair ? 

Mr. Hower. My name is John R. Howe, Howe Machine & Supply 
Co., Denver. 

Adding a little supplement to what information you gave us this 
morning, on how defense work has been distributed, we believe that 
that information should carry something more with it, because a 
great many contracts have been awarded to the larger concerns, and 
instead of subcontracting. why, of course, they have expanded their 
facilities, and it has hurt us a good deal in here. That 1s, if we ever 
get any work. Because a great many of our skilled employees have 
been, you might say, retired from the area, at the rate of about 50 a 
week. So if we ever get any work in the area, I don’t know who you 
are going to get to do it. 

Mr. Hinw. Do you mean that vou have lost your help to the bigger 
contractors ¢ 

Mr. Howe. In other words, we have lost our help out of here, 
because we have had no work in the area for them here. 

Mr. Hiww. Did you hear the testimony this morning of the gentle- 
man from Grand Junction / 

Mr. Howe. Yes, sir. 

Mr. Hitz. I thought that he said his help was coming over here. 

Mr. Hower. Carpenters and bricklayers are coming over here, but 
our machinists are going elsewhere. 

Mr. Curtis. Have there been any advertisements in the local papers 
on that ¢ 

Mr. Howe. I think yesterday there were five or six in there. 

Mr. Curtis. From west-coast concerns / 

Mr. Howe. Well, it is all over, from all over. It is from New 
Mexico, it is from Wichita. from the west coast, all over. 

Mr. Hii. Do you mean that New Mexico is calling for help / 

Major Wuarton. Maybe they need it. Congressman. 

Mr. Hinz. Well. I didn’t know whether it was for the Indians, or 
what they needed the help for. 
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Mr. Howe. So we have to have some method of holding help in the 
area here, if we ever do get any work. 

What I am concerned about is to keep what we do have here, and 
let’s not let it all get out of here. 

Let me put in here that we would like to hold the help here, rather 
than to put the work someplace else, and it is very definitely going out 
of the area here, and it has been for a long time. 

Mr. Hitt. What kind of help ¢ 

Mr. Howe. Skilled help. 

Mr. Hutu. Machinists? 

Mr. Howe. That is right. 

Mr. Hutz. Well, I don’t know what this Small Business Committee 
can do about getting or keeping the help here, other than to get some 
more contracts for this area. 

Mr. Howe. Then the other thing is that if we ever get an office in 
here, a procurement office, I wonder what they are going to do for 
specifications and drawings, themselves? The services don’t seem 
to have them. 

Folks, if you don’t believe me, you should go into Columbus, to the 
general depot there. They are attempting to order parts off of some 
manufacturer’s number that is out of date. They have no parts lists 
of their own. They strictly depend on the manufacturers’ parts 
numbers on items that they have designed themselves. 

Mr. Damas. You mean the Armed Forces have designed ? 

Mr. Hower. They are attempting to buy things that they have de- 
signed and cannot furnish. 

Mr. Datmas. What Columbus office is that? 

Mr. Howe. Columbus, Ohio, engineering and ordnance. 

Mr. Hutz. You are talking about heavy machinery, and, I sup- 
pose, repairs ¢ 

Mr. Howe. Yes. 

Mr. Hm. That could be possible, of course. 

Admiral Rinc. I might remark, Mr. Chairman, that if they were 
trying to buy parts for a Ford truck, the chances are that they would 
be using a Ford catolog description. 

Mr. Howe. That is quite right, and that should be right. 

Admiral Rrne. That is normal. 

Mr. Howe. But when you have a particular piece of equipment, 
and the contract is given to someone to do that, it still should be your 
property, your designed property. 

Admiral Rive. I did not know that on equipment designed by the 
Corps of Engineers that they were permitting the first production 
contract for to the only possessor of the specifications, because the 
normal process of Government contracting 1s that if someone does a 
production job, that Research and Development have done a produc- 
tion job for you, the drawings and blueprints become the property of 
the Government, and not of the contractor. 

Mr. Howe. That is right. It seems to be the property of the con 
tractor, and the Government does not have drawings for it. 

Admiral Rine. I would be very happy to get something spectite on 
that and give Mr. Howe the answers. 

Mr. Howe. I will be very glad to give you specific information on 
that. I don’t have it here. I came up without any prepared state 
ment whatever. 
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Mr. Hitz. But do you have it here in Denver? 

Mr. Howe. Yes, sir; I do. 

Mr. Datmas. I would like to ask Mr. Howe to send the committee 
copies of that correspondence. 

Mr. Howe, Allright. Ishall. That is still gomgontoday. They 
are supplying parts off of manufacturers numbers, and it is like Mr. 
Jones said, the thing he was attempting to bid on was probably a 
Government design job, and it is still vehewed to on Chrysler Corp.’s 
part numbers, and that is very definitely holding us back. 

We have obtained a few contracts and the only reason we have been 
able to obtain them is that we have been fortunate enough to have saved 
some drawings from the last war. 

Mr. Hiww. Thank you very much, and you will get in touch with the 
admiral here. 

Mr. Howe. All right. 

Mr. Hiww. Mr. E. S. Scanlon ¢ 

Evidently he is not here. 

Mr. Jack McArdle? 

Evidently he is not here. 

Mr. Ruggles. 


STATEMENT OF F. A. RUGGLES, REPRESENTING ENGINEERING 
PRODUCTS, INC., DENVER, COLO. 


Mr. Hitt. Will you identify yourself for the record ? 

Mr. Ruee es. My name is F. A. Ruggles and I am with Engineering 
Products, Inc. 

I believe, sir, that Congressman Martin has asked for specific evi- 
dence as to ads running in our papers. So we will submit them. 

Mr. Hiri. Well, is the help avian? 

Mr. Ruecies. Well, that is a good question. I think they will leave 
on the strength of those ads. 

Mr. Curtis. Yes. That is exactly the information I was anxious to 
get. Thank you. 

Mr. Rueexes. The reason I brought them was not that the small 
business here in this community, or this particular committee, can do 
anything about that problem directly, but certainly they can do a con- 
siderable lot indirectly, by assisting small business in getting contracts 
at the local level. 

I have prepared 

Mr. Curtis. Just before you go further, at this point I would like 
to have these made a part of the record so that we will have them, Mr. 
Chairman. 

Mr. Hitz. Yes. We just might read, for the benefit of the rest of 
them, some of these ads. I see that they come from such places at 
New Mexico, Arabia, and all over. In Arabia they want carpenters, 
electricians, iron workers, pipe fitters. 

This ad for Arabia bears the address of 14 East Fourteenth Street, 
in Denver, and that is just a block away, so anybody who needs a job 
in Arabia might go down there. 

Mr. Rueeies. Well, you can go down to the Colorado Employment 
Service and get work on that basis. We might even find work in Iran. 

Now, I have a brief statement that I want to cover in 5 minutes, and 
I think it can be done. 
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Mr. Hitt. Before you go into that, we will make these ads a part of 
the record. 
(The ads referred to are as follows :) 


LOs ALAMOS SCIENTIFIC LABORATORY 
MACHINISTS—TOOLMAKERS—FOUNDRY MEN 


Representatives of the Los Alamos Scientific Laboratory, Los Alamos, N. Mex., 
will be in Denver Monday and Tuesday, July 2 and 3. They will interview men 
with 5 years’ experience in the above fields. All applicants must be currently 
working at their trade. 

Machinists’ rates begin at $2.11 hour. 
‘Toolmaker’s rates begin at $2.22 hour. 
Foundrymen’s rates begin at $2.11 hour. 

2 Days’ accumulative paid vacation per month. 
1% Days’ accumulative paid sick leave per month. 
6 Paid holidays per year. 

Retirement plan. 

Rental housing at Los Alamos available. 

Current work week 48 hours. 

Transportation to Los Alamos for family and shipment of household effects. 

Representatives will be at the Colorado State Employment Service from 1 p. m. 
to 5p. m. and at the Albany hotel from 7 p. m. to 10 p. m. on these days. 


JOB OPPORTUNITIES IN ARABIA 


For skilled craftsmen with refinery or powerhouse construction and maintenance 

in all experience. 

Carpenters experienced in heavy industrial construction. 

Electricians, experienced in power house, refinery and industrial installations. 

Irenworkers, structural and reinforcing experience in heavy industrial con- 
struction. 

Pipefitters, with heavy industrial piping experience. 

Welders, refinery piping. 

18 Montus’ Contract Top Base Pay 

Pins vacation pay, also free board, lodging, transportation, and medical care 

To qualify, applicants must be between ages 30-50, have proof of birth in posses- 
sion, pass physical exam, and be willing to live and work under rigorous 
conditions. 

see 
Mr. A. L. ANDERSON oF Mippie East, INc., AN ASSOCIATE OF THE FLUOR CORPoRA- 
TION, LTp., AT THE OFFICE OF THE CoLorapo STATE EMPLOYMENT SERVICE 


14 East Fourteenth Street Denver, Colo., June 28 through July 3 





ENGINEER 
ESTIMATOR 
WANTED 


For large construction company. Contact Robert E. McKee, General Contractor, 
Inc., 1918 Texas st., El Paso, Tex. 


FRY COOK 
for the 
best restaurant 
in town 
Et RANCHO ROSWELI 
Phone 3100 Roswell, New Mex. 
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f Los ALAMOs Scientiric LABORATORY 
MECHANICAL ENGINEERS, MECHANICAL DRAFTSMEN AND DESIGNERS, 
SCIENTIFIC APPARATUS GLASSBLOWERS 


Representatives of the Los Alamos Scientific Laboratory, Los Alamos, New 
Mex., will be in Denver Monday and Tuesday, July 2 and 3, to interview men in 
the above fields. Salaries for all positions are open. 


™ 2 Days’ accumulative paid vacation per month. 
n 1% Days’ accumulative sick leave per month. 
ly 6 Paid holidays per year. 
Retirement plan. 
Rental housing at Los Alamos available. 
Current work week 48 hours, 
Transportation to Los Alamos for family and shipment of household effects. 


Representatives will be at the Colorado State Employment Service from 1 p. m 
to 5 p. m. and at the Albany hotel from 7 p. m. to 10 p. m. on these days. 


MACHINIST WANTED 


ts. 
m. Experienced in general machine shop work. Good living conditions. Permanent. 
No age limit 
Basic Rerracrories, INC. 
Gasss, NEV. 
Telephone Gabbs 6 
ce 
MECHANICS WANTED 
m- : . 
Heavy equipment, experienced trucks, tractors or mill maintenance. Permanent. 
No age limit 
Basic REFRACTORIES, INC, 
Gass, NEV. 
. Telephone Gabbs 6 
e8- 
08 . v <TC ALD @ 
AIRCRAFT DESIGNERS 
(JUNIOR AND SENIOR) 
RA- MECHANICAL ENGINEERS, CIVIL ENGINEERS, AERONAUTICAL ENGI- 
NEERS, LOFTSMEN, DRAFTSMEN, CHECKERS, TOOL DESIGNERS, TOOL 
ENGINEERS, STRESS ANALYSTS, WEIGHT ANALYSTS, ELECTRONICS 
TECHNICIANS 
Radar and servo-mechanism maintenance and repair exp. necessary 
INSTRUMENTATION TECHNICIANS 
Recent exp. on aircraft installation and maintenance of transducers, 
oscillographs, and data reduction 
or, 


Goopyear ArrcRAFT Corp., LircHriecp Park, ARIZ. 


CHEMICAL ENGINEERS, RESEARCH AND: DEVELOPMENT 


Large_ nationally known, eastern manufacturer of soaps and detergents has 
excellent new opportunities for B. S.. M. S., and Doctorate graduates in Chem- 
ical Engineering. 

Two to ten years experience plus level of educational background will qualify you 
for these interesting, diversified, career positions. This is an expanding, versa- 
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tile organization offering generous salary ranges, stability of employment, and 
liberal employee benefits. 

Send us a résumé of your work history, education, and salary requirements fo: 
purposes of arranging an interview at our expense. Write Box 2, E57—Post. 


Construction superintendent wanted. Must be experienced and capable of deliv 
ering on a good salary basis. Write General Construction Co., P. O. Box 483 
Cheyenne, Wyo. 


ENGINBERS—DRAFTSMEN 
OPPORTUNITIES FOR RECENT GRADUATES 
Positions are available for draftsmen, experienced engineers, and also openings 
for recent graduate engineers in our engineering department at Barberton, Ohio 
Chicago, LIL, Cleveland, Ohio, Newark, N. J., for work on high-pressure steam 


venerating units. 
SALARY PLUS OVERTIME 


Give education, past experience, and home telephone number. Write to 


KE. P. Myers, ENGINEERING Dept., THE Bascock & Witcox Co., BARBERTON, OHIO 





MEN 


ATOMIC ENERGY INSTALLATION WANTS COLLEGE GRADUATES WITH 
ACCOUNTING MAJOR 


Must have a recent degree and above average grades and qualifications. 
(Transcript necessary.) No experience required, as training provided. Prefer 
young men capable of advancing in a vital and expanding industry. This is not 
a civil-service appointment. 

These are permanent positions with Sandia Corporation in Albuquerque, New 
Mexico. Sandia Laboratory is operated by the Sandia Corporation, a subsidiar) 
of the Western Electric Company, under contraet with the Atomic Energy Com 
mission. This laboratory offers good working conditions and liberal employee 
benefits, including paid vacations, sick leave, and a retirement plan. 

Make Application To: 


GENERAL EMPLOYMENT, SANDIA Corp., SANpDIA Base, ALBUQUERQUE, N. Mex 


Mr. Hix, Now, you may proceed. 

Mr. Ruaexes. To get to the point within the allotted time, [ shall 
read directly from notes, if I may. 

Mr. Hitz. Go ahead. 

Mr. Rueetes. As a representative of one of Denver’s small manu- 
facturing plants, and one of its more recent additions, I should like to 
say that our organization has a minimum number of beefs. 

Our colleagues have been friendly, kind, and helpful. 

Through cooperation on the part of the officials of the United States 
Department of Commerce, its branches and facilities, we have been 
aided in steering a course that has minimized many of the complica 
tions of doing business under a war and peace economy. 

We understand that this committee in its long trek across the country 
is earnestly seeking information upon which to formulate definite 
action to help small business. . 

For that I am grateful personally and pleased indeed to have this 
opportunity to subenit to them remarks which represent something of 
u cross section of the thinking of many of the small-business men. 
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They are some of the ideas expressed over a cup of coffee, in beef 
sessions, cr in more formal discussions of the problems of small busi- 
ness in a mixed economy. 

Mostly, these smaller-business men worry because of the numerous 
reasons you have heard expressed before, and the reasons you have 
heard here and will continue to hear everywhere. 

I do not intend to dwell on many reasons that may be cause for 
consideration and concern on the part of small-business men. 

My thinking, stemming as it does from this more or less composite 
cross section I have mentioned, leads me today to suggest that it ap- 
pears this country, our nation as a whole, must have a very real and 
selfish interest in its small productive businesses. 

This includes warehousing, distribution, and jobbing, as well, and 
their place in its “survival” program. 

That such a selfish interest exists seems to me to be evidenced by 
the fact that this committee is here today. 

Most small-business men believe that there is a place for them in 
our economy. Accordingly, they risk capital, time, and effort, even 
though they may be fully aware of most of the tremendous « ‘ompetitive 
problems. Some succeed and some fail in their ventures, and in the 

national economy, under what we term “peacetime conditions,” they 
all serve a definite, though varying purpose. 

Who cares to deny they may well serve a definite, though varying 
purpose, under present emergency conditions! If we believe war is 
imminent, believe it is not a too distant possibility, or even believe it 
is a mere probability for which this Nation must prepare and continue 
to prepare, then we, as members of this democracy, must become in- 
creasingly aware of the selfish interests that this Nation must have 
in its small and smaller businesses. 

This selfish interest which we could well characterize as a latent 
national selfish interest in the small businesses should be pointed up 
and brought to bear on the needs of small businesses everywhere in our 
economy. Small businesses may be vastly more important to us, to 
our national security and well-being than it appears at first blush. 

Small business has : a need, nations ally and that national need becomes 
regional or local, depending upon w here you sit and observe the work 

gs of our present ivdra-headed economy. 

Ry interest is local—at most, probably regional—but this need on 

e part of small business is, as I have said, national. 

“This need is for a closer alliance of liaison between the de leg ated 
lederal procurement or buying agencies and small business. T he : need 

for a better mutual understanding as between those upon whom the 

ughty task of procurement fi ills, and the country cousins of business 
small business.” 

If there is a fault with procurement it appears to be not so much 

fault of willingness, desire, or intent to work with small business, 
as it does appear to be a fault in the way procurement is set up and 

netions today. 

Were I charged with the duties of procurement, it occurs to me that 
| would clearly prefer to deal with a single large responsible con 
tractor, or two or three at most, to procure a large needed pure hase, 
My manifold problems and ~¥ would preclude my taking an active 

erest in small local, regional, or national business. 
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But, and | ae to lay before you a suggestion of some impor- 
tance in our planning for the future—and to those charged with pro- 
curement small business is not a prime military target. 

And yet trained and experienced small business has a potent, though 
unrecognized, ability to carry a great productive load under genuinely 
adverse conditions. 

To do this job that small business may all too soon have to do, will 
require close cooperation, understanding, and training of small busi- 
ness in the ways of doing business to the seemingly rigid requirements 
of trained and experienc ced procurement agencies. 

To prepare small business for the task that may be ahead for it, 
appears to be no less important and not unlike the mobilization of a 
man to become a rifleman, a sailor, an airman, or a paratrooper. 
Training, experience, and understanding of his job makes the average 
unwarriorlike American boy into a fighting man of high order. 

It is essentially the concensus to which I| earlier referred that small 
business—the potential rifleman of industry—must be given training 
and experience before the crisis occurs from a possible knock-out blow 
to prime industry in our country in another Pearl Harbor debacle 
here at home. 

I am no oracle—but it could happen. Thus, since it could, it be- 
comes a top priority requirement to get our industrial riflemen ready 
for a possible last-ditch stand. 

If it costs the Nation money now—and it should not at all—every 
kind of business with the slightest bit of productive capacity should 
be fitted into the over-all “survival planning.” 

Every business with productive capacity should not only be al- 
lowed—they should be expeeted—to share in producing for survival. 
How else can we train them in the ways, requirements, and needs 
of our Nation in a time of real peril’ 

The 1947 figures of the census of business show that less than 2 
percent of the country’s 240,881 factories do almost half of the Nation's 
business. 

Assuming these figures at least hold, and it appears they exceed 
this, under military buying it seems to me to point up a productive 
vulnerability that could be fatal. 

Look at the figures on new plant growth and note the concentrated 
pattern it follows in an area of vulnerability. 

Much is said in a military manner of speaking about defense in 
depth. 

What I am here suggesting is of the nature of planning for “gur- 
vival in depth.” 

Let none of us sell short the disastrous effects of atomic bombings 
and also invasion by a well-prepared enemy. 

For survival this Nation must face the fact that small business may 
have to fill a production breach. In a very large sense, a well-dis 
persed small per with its untapped productive capacity, could be 
the remaining hope of our Nation. 

Speed of filling a } preceton breach will be of the essence to sw 
vive. They call it “defense spending” but it is also “survival spend 
ing. And it occurs to some of us that the expenditure 6f a share 
of “survival dollars,” spent im training small business before thie 
crisis, may be an absolute necessity to insure national survival. 

Asa possible line of yee ia why not begin the indoctrination 
and the training of small business for “survival production” today?! 
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Why not coordinate, through existing and available organizational 
facilities, the small-business men of this region at once ? 

Mavbe we can set a pattern here for survival production that will 
catch on nationally. In any event, it can serve our region well. 

Between our Colorado Manufacturers Association, Colorado De- 
velopment Board, chambers of commerce, the Governor’s committee 
for small business, and the NPA, and other facilities of the Depart- 
ment of Commerce, we have magnificently suited facilities to handle 
procurement under purchase requirements in the most minute detail. 

These groups can relieve established procurement officials of de- 
tailed coneern usually shed in dealing with a single responsible person 
or prime contractor. 

Liaison, subcontracting, parceling-out of production, supervision 
of standards, can all be handled with existing organizational facilities. 

Give small business the kind of survival production it can do most 
capably. Let all small business, experienced or not in working di- 
rectly or indirectly for the Government, get a taste of production 
problems before there is a crisis. 

Set into immediate motion a program headed by authority in organ- 
ization known to, and trusted by, regional small business. 

Develop small business in the art or science or methods of survival 
production, and assure larger responsible contractors of the region of 
a sound and effective backlog of local subcontractors who grow in 
effectiveness through training and experience. 

We are then beginning to insure the well-being of our Nation, for 
we are making certain small business, fortified with know-how and 
experience, is qualified to meet the shock of sudden crisis raised by 
any breach of prime industrial productivity. 

Do this and put an end to the question as to the place of small busi- 
ness in an economy that is neither predominantly a war economy nor 
a peace economy. 

Again I appreciate this opportunity to present these thoughts for 
whatever value they may have. 

Mr. Curtis. Thank you very much, Mr. Ruggles. 

Mr. Huw. Members of the committee, and also friends who are 
here, the Governor was away this morning, and vou heard the Lieu- 
tenant Governor, but the Governor has returned and he wanted to 
greet vou for a moment. He is a small-business man _ himself. 
| Applause. | 


STATEMENT OF HON. DAN THORNTON, GOVERNOR, STATE OF 
COLORADO 


Governor THorntTon. Members of the subcommittee, Mr. Chairman, 
and gentlemen, it is a pleasure to be able to speak once sitting down. 
It isa lot more comfortable. 

I regret that I was out of town this morning, but due to prear- 
ranged dates it could not be helped. 

I would like to brief you people from over the State and this com- 
mittee in the true spirit of trying to be cooperative as a group of 
small-business people who are trying to join in an effort to help the 
country, and at the same time to keep a stable economic balance in 
our own State. 

It is to me significant that small-business people have come here 
today to diseuss ways and means of joining into the mobilized effort 
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of trying to help the economy of this State and region, and at the 
same time to help the national mobilization effort. 

We, in Colorado, as small-business people and as citizens of the 
State, are not asking for anything. We - not wish to join in any 
pork-barrel type of legislation, or anything like that, but we do offer 
our services, and wish to have use made of the facilities and the brains 
and resources that this State has. 

First, we think that the Nation needs them; second, we know that 
small-business people need to be able to participate in the economy, 
in getting this Nation prepared and ready for any eventuality. 

I know small-business people in the State of Colorado, and I know 
them intimately. I know what their desires are. They are not look 
ing for a hand-out. All they are looking for is a chance to utilize 
their brain power, their facilities, and their desire to be successful as 
small-business people. 

I am a bit surprised that in this entire area out here, a very, ver) 
large area, that we have no procurement office. I think if we had a 
procurement office in the State of Colorado, or in the city of Denver, 
our information would be far greater than they have now, and it 
would be much easier for the small-business people here in the State 
to participate in the effort ahead, and also to keep better informed 
as to what is going on. 

I think it is essential that we have in this large area a procurement 
office. Of course, naturally, we are amazed here when we find such 
au large area without that office when, as I understand it, there are 
thirty and some offices located throughout the country. 

I think that would help materially in the building of a stable econ 
omy, so. far as the small-business people are concerned. 

Colorado is a State of small-business people and small-business 
enterprises. We have tremendous national resources in this State, 
and they should be made use of. 

We have any number of small plants, well-managed, well-equipped, 
but what we need more than anything else is information as to hov 
we can participate in the over-all, all-out effort of mobilization, and 
I think it is essential that these people be provided with the informa 
tion necessary so that they can make use of their plants and facilities. 

I think also another thing, in addition to a State of large nationa! 
resources, we have the human resources here, and we have the desire; 
never at any time do I wish to see the people of Colorado put in the 
position of asking for a hand-out or anything like that. 

We are just a group of small-business people, as a State, sincerel) 
anxious to aid this effort, and to also keep our business occupied, our 
businessmen occupied, and to keep their establishments going. 

I think this would aid in two ways: First, you would be helping the 
national effort, and that is sincerely needed; second, you would be 
stabilizing the economy of my State, and I am vitally interested 
that; and with that sincere ig h, we hope that it will be possible 
for us to join in and help the Nation as a whole mobilize for a pro 
gram that will be beneficial to everyone. 

It is a real pleasure for me to meet with you. If there is any way 
in which my office can be of assistance, or that I personally ean be of 
assistance to you, please call on me at any time, because we are inter 
ested in progress here. We are interested in doing the thing as busi- 
nessmen would, and please understand again, that we are not asking 
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for a handout. We are asking for a chance to participate in this 
effort. 

Thank you. | Applause. | 

Mr. Hix. I believe that Mr. James Birmingham, of the Pike’s Peak 
Aluminum Foundry, will be the next witness. I understand that he 
is not here. 

Is Mr. John Vicary here, of the White Manufacturing Co. 

I understand he is not here, either. 

Mr. James T. Stone, of Hydro-Power Injector Co., of Denver. 

Mr. Stone, will you please come forward ¢ 


STATEMENT OF JAMES T. STONE, REPRESENTING HYDRO-POWER 
INJECTOR CO., DENVER, COLO. 


Mr. Stone. My name is James T. Stone, Hydro-power Injector Co.., 
Denver, Colo. Lf you ladies and gentlemen will excuse this bad voice 
this afternoon, I will try to make it short and brief. I do not have a 
prepared statement. 

As I stated, | am a small manufacturer of Colorado Springs. We 
manufacture products here that we ship throughout the world. 

Our own product, for the time being, we have sufficient materials, but 
the materials are getting short. 

We do know that it will be necessary to go into some sort of defense 
work, 

Some several months ago I wrote the different offices, procurement 
offices, giving them our facilities, and asking them and requesting that 
they send me requests for quotations. To date I have received one 
request, and that was for something over a $7 million job, which we 
are not in a position to handle. 

My company can handle something up to $400,000 or $500,000 in the 
way of a job. 

Mr. Dautmas. May | interrupt you long enough to ask what it is you 
manufacture ¢ 

Mr. Srone. We manufacture devices for automotive engines or 
internal combustion engines, 

We ship them to Haiti, Venezuela, all over South America, South 
Africa, the Dutch East Indies, the Philippines, Hawaii, Norway, 
Sweden, Belgium, Holland, Germany, England, Australia, and all 
over Canada. 

Mr. Curtis. What materials do you use? 

Mr. Stone. Zinc, copper, brass, and steel. 

Mr. Curtis. Thank you. 

Mr. Datmas. You say it is part of an automobile or automotive 
part. Is that in connection with engines? 

Mr. Srone. Internal combustion engines, stationary motors, and 
mobile, also. 

But materials are becoming difficult to secure. In the last war | 
did a tremendous volume of defense work on the west coast. Per 
sonally, I moved into Colorado for a number of reasons. ‘The ship- 
ping facilities were better out of here in connection with distribution. 
Labor conditions are ideal. The weather conditions for men to get to 
and from work are more ideal than any place in the United States. 


86267—51—pt. 3 54 
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Labor will produce from 30 to 40 percent per dollar more than they 
will anywhere in the United States. 

I have worked men practically every place in the world, and all over 
the United States, and I do know what I am talking about. I am 
paying the highest wages for my class of work of anyone im the 
United States right here in Denver. 

I do not have a man in my employ who draws over $325 a month, 
and I can and will compete with any manufacturer in the United 
States in my particular field, and I can do it, and do it more cheaply 
than he can do it, because labor will produce more in Denver, in this 
area, than the *V will anywhere I have found. 

There are obvious reasons. The average workman in this area is 
not interested in anything but his home. He does not have to go out 
for a lot of entertainment over the week end, but he goes to the 
mountains, and he goes fishing, and when he comes back he is fresh 
and ready to work. 

Whereas, on the east and west coasts they play over the week end 
or it takes them until Tuesday to really get back in the saddle and 

* Thursday afternoon or Friday morning they are asking about 
“ ths at the hell they are going to do over the week end, and they are talk 
ing about how many night clubs they can go to and how drunk they 
can get. 

The people in here are not that way. These people here are truly 
westerners ; they are hard, industrious workers, and they are intelli- 
gent. 

| happen to have been fortunate enough to acquire two master’s 
degrees in the scientific field, and_I have found more intelligent work- 
men here in this area than any place I have ever been. 

Now, you are talking about these advertisements in the papers. 

I have noticed them for the last 6 to 7 months, and I have found in 
the aircraft industry—I have friends in the aircraft industry, both on 
the east coast and west coast—we are losing very good mechanics 
and intelligent engineers out of this area and, of course, that naturally 
is to the gain of the other people, but Colorado as a whole is losing a 
terrific lot of intelligence, a terrific lot of good labor, and a terrific 
lot of good taxes, because when those people move out of here they 
leave a void when they are moved out. 

I think if procurement was placed here in this area, they could 
produce better here than they could by moving somewhere else. 

I think as we are a small bunch of manufacturers there is no 
reason why we cannot produce and compete with any place in the 
United States, 

You hear a lot of talk about freight conditions. Well, I moved 
from the west coast here specifically to get away from a freight condi 
tion out there. For instance, if I ship my product from Los Angeles 
to this area, it costs me $3.90 a hundredweight, and I can ship the 
same commodity from here to Los Angeles for $2.45 a hundredweight. 

I can ship east from here at about $2 a hundredweight less than | 
could from Los Angeles. 

Now. from Los Angeles to New York, via truck, with my commodity 
it took about 15 days, and I can ship from here, right here in Denver 
to New York City, to my distributor there, and T ship in 514 days. 

I can reach any pome in the United States, except Florida, and in 
that area within 5 or 6 days, by truck, so that the freight rates do not 
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bother me, because I can compete with other manufacturers gs to 
freight rates, if that is pertinent to the picture. 

I have written the Dallas, St. Louis, and Chicago offices, and I even 
have gone in here to this arsenal that the major speaks of, and asked 
them, and gave them letters, and they told me to write to them in 
Dallas, and I have made a trip to Dallas. I wrote them additional 
letters and I sent a copy out of here, and to date I have not received 
one request for a quotation on anything. 

1 told them that I would quote on anything that came within my 
scope of manufacture, from $100 to $100,000, and not one request for 
a quotation have I received. 

Mr. Curtis. On that $7 million contract, that was not broken down 
so that you could have bid on components ¢ 

Mr. Stone. I bid on component parts. We ran all over the country 
trying to get quota parts, and I quoted on hardware, which is punch- 
press work, I quoted so much per unit on that. 

Mr. Curtis. In other words, the contract was not set up, so you 
have to take all or none. 

Mr. Sronr. Yes; you have to take all or none. 

Mr. Curris. You did have to?’ 

Mr. Stoner. Allornone. It was inthe basic contract. 

Mr. Curtis. There was what kind ofa product was it, sir? 

Mr. Srone. For shell cases. 

Mr. Curris. For what ? 

Mr. Srone. For shell cases, you know, for holding the shells, ma 
chine guns, and things like that. 

Mr. Curtis. What were the delivery dates‘ Were the delivery 
dates scheduled over a long period of time ¢ 

Mr. Stone. Six to eight months. 

Mr. Curtis. In your opinion was it proper that it should have been 
limited to one contractor, or should it have been broken down ? 

Mr. Srone. Well, no, it could not have been broken down, inasmuch 
as the procurement office would have gotten a bunch of small parts 
and they could not have assembled them themselves. They would 
have to be assembled by major manufacturers. 

But the thing | am contending is that the average manufacturer in 
this town or in this area can and would produce small orders, and if 
the Government were to turn over the orders from $5,000 to $50,000, 
in that range, there is many a manufacturer who would be happy to 
have that sort of job and be very happy to quote on it, the same as 
I would be. I do not ask for any help from the Government so far 
as financing is concerned. I am in a position to obtain private 
financing. 

[ will not ask for help, and T will not take a job that I cannot do and 
finance myself. But I have not been asked to quote, and T do know 
manufacturing, IT know manufacturing procedure, and I know it 
thoroughly. 

Mr. Datmas. Mr. Chairman ? 

Mr. Hinw. Mr. Dalmas. 

Mr. Datmas. Mr. Stone, have vou tried to sell your own product 
to the Government / 

Mr. Stone. No. 

Mr. DaLMas. Why not / 


Mr. Srone. There is too much red tape connected with it. 
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Mr, Datmas. Well, you may have a product—you say it is used 
all over the world for stationary and other engines, and it seems to 
me that if it has common acceptability that the Government might be 
interested in it. 

Mr. Srone. | sent one of my devices to the Aberdeen Proving 
Grounds over 5 months, and to date I have not heard from them. 

Mr. Darmas. I think here again is where the Research and Develop- 
ment staff ought to be interested in this particular thing. 

Mr. Stone. Mr. Brokaw, in this office, has helped me tremendously, 
so far as support is concerned; not he, himself, but one of his helpers 
down there, and they have just bent over backward to be nice and help 
ful, and they have been extremely helpful. 

I think Mr. Brokaw’s office, if all Government offices had the same 
sense of cooperation and help, the Government would really have some- 
thing working for them. 

Mr. Hitt. Would you put Mr. Stone’s name down / 

Admiral Ring. Mr. Jones talked about this, about that $7 million 
order for shell cases, that it was beyond the capacity of the present 
witness to make. Had we had a small business operation going in 
the city of Denver, it is quite possible that. the whole order might have 
been taken by the several members of the pool, 

Mr. Hint. Well, Mr. Stone, the only thii.g you feel is, where this 
committee could be of any particular “benefit to you at the moment, 
would be for securing materials that you are apt to be short on? 

Mr. Stone. No; I am not asking to obtain materials or asking you 
to help me obtain materials. I w ill obtain materials so long as they 
are available. 

But the thing that I am griping about is the fact that I have re- 
quested that I be allowed to quote from different branches of the pro- 
curement divisions of the Government, and to date I have not received 
a request for quotations on anything. 

I can give any of these oflices any references that they want. | 
billed many millions of dollars worth of merchandise during the last 
war. 

Mr. Curtis. Have they inspected your plant / 

Mr. Svone. No. 

Mr. Curtis. Have you requested that? 

Mr. Srone. I have asked for requests for quotations, or to be able 
to quote, and I have asked for specifications so that I could quote from 
them. 

Admiral Ringe. Mr. Chairman, this, I think, is a case that happens 
a good many times. I have got to ask, if I might. the gentleman two 
questions. 

Will you please be as specific as Mr. Mattingly was to me just afte: 
lunch ? 

As Mr. Dalmas points out, this is a case for research and develop 
ment. 

Point 1, with regard to the product you market all ov er the world, 
if you can furnish to me at thie meeting, or mail it to me in Washing- 
ton, sufficient detail and information so that I can have something to 
process with the Research and Development people, I will be happy to 


clo it. 
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Point No. 2, in asking people to send you chances to bid, you probably 
specified, most people do, the machine capacity that you have. You 
will say, for instance, “I will take anything in punch-press work.” 

Now, normally, your procurement officer does not advertise for 
punch-press work, but he advertises for fittings or things which may or 
may not be made from punch presses. Then what we must do is to 
change this, translate your punch-press machinery into the types of 
end items which the Government is buying, and I think we can do 
something about that. 

With regard to the inspection of your plant, I would like to ask 
this: Have you asked anyone to inspect your plant ? 

Mr. Stoner. No. 

Major Wuarron. What was the item you sent to Aberdeen / 

Mr. Stone. I will furnish you with that information. Let me state 
further, that materials, so far as machinery and equipment are con- 
cerned. to go into a large shop, are available to me. } can purchase 
them. I have capital available for the purchase of them, which I told 
these different offices in my brochure or letter that I mailed them, 
stating that I would procure additional machinery, if necessary, and 
that this machinery was available. 

To date I have not heard from them. 

Mr. Hix. Will you have a little conference with the admiral and 
Major Wharton there, before they leave ¢ 

Mr. Srone. Yes, gladly. 

Mr. Tackir. Mr. Chairman, I would like to ask a question of Mr. 
Stone, if I may. 

Mr. Hit. Certainly. 

Admiral Rivne. I am disturbed by his statement that he is unable 
to secure any invitations to bid. Have you made any use of the daily 
synopses published by the Department of Commerce? 

Mr. Stone. I have not obtained that. 

Mr. Tacxur. That is available at your local office and it lists each 
day the invitations to bid that the various military procurement 
agencies are fostering, and it gives specific informatio” and on any of 
those items you may request an invitation to bid, and it will come to 
vou promptly. 

Mr. Stone. Of course, I have another friend in the manufacturing 
business who has had those synopses come in, and he has written in 
for bids and they have not sent him the request for the bid. ‘There 
are a number of bad factors. 

Now. there are a lot of outfits in this country—in this town, that 
are quite large right now. I talked to a number of them, and I said, 
“Let’s go up there and raise hell.” Just to be perfectly frank with 
you and put it a little on the rough side, and they said, “Why go up 
and waste your time? We have been there before and written, and 
nothing ever came from it.” 

That is their general attitude, and that is the attitude we, as Ameri- 
cans, want to keep out of this country. 

Mr. Hitz. I hope you will confer with those two people that I 
mentioned because we have to hasten along. 

Mr. Stone. Yes; I will be glad to. 

Mr. Hix. Now, the next witness will be Mr. A. Stephan, of the 
Acme Manufacturing Co. 
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STATEMENT OF A. STEPHAN, ACME MANUFACTURING & 
SUPPLY CO. 


Mr. Hitz. Will you please identify yourself for the record ¢ 

Mr. Sreruan. I am A. Stephan, and I am the engineer-owner- 
manager of the Acme Manufacturing & Supply Co. of Denver. 

We are a very small maufacturer of fluorescent lights, primarily. 
By “very small,” I say that because we deliberately limit ourselves 
to seven or less employees. We do that in our effort to keep our tax 
burden to a minimum, and to also eliminte some of the extra paper 
work that we would have to do if we employed more people. 

We have a quarrel with the usual business definition of “small 
business.” I rate ours as a very small business, and I would rate that 
very small, any one employing that number up to a hundred, and then 
from 100 to 500 would be medium and from 500 on up as large. 

I think each particular category should have regulations such as 
are put out by the Office of Price Stabilization and National Pro- 
duction Authority, and that they should have legislation tailored to 
each class, and that all military procurements should be detailed to 
each class. 

That is where prime contracts can be let. 

My own experience with the Department of Commerce procurement 
sheet has not been a very good one. We have gotten them quite re- 
ligiously, and we looked them over every day. I have written out 
about 50 of the requests, and I have received about 25. Out of the 25, 
possibly only 10 really applied to us. 

I could not tell, without actually seeing the form, whether they did 
apply to us or not. 

We worked on them, and there was only one, and that was for some 
tool boxes that were to be procured by the Navy Purchasing Office. 
We wanted only part of that because the dollar value represented by 
other parts of the same quotation was too big for us to handle. 

We had quite a bit of trouble in getting information on that one. 
The specifications referred to on the original drawings that we received 
were by the Army Ordnance. However, we still went to the local 
Navy office to try to get complete information on all of the specifica- 
tions that were involved. We could not get them there. They asked 
us to write to the Ordnance district offices ourselves, which we did. 

The only reason that we were able to quote was that the time had 
been extended on the closing date, so that we did get information in 
time eventually. 

However, after spending quite a bit of time in working up the quota- 
tion, and really working very hard on it, we found that the lowest 
bidder bid under the paint and steel costs so we did not stand a chance, 
and the only way we found that out was that some enterprising or- 
ganization in Washington apparently collects all of the information 
at the reading or opening of bids, and sends out the information to all 
of the bidders, and the only information that we have received from 
the Department, the Navy Department itself, was that we were 
unsuccessful. 

In closing, I would like to say that we find that our-market for our 
standard product is reducing to such an extent, due to curtailment of 
commercial and office building and remodeling, that if the trend con 
tinues in this quarter we will probably spend the last quarter of this 
vear liquidating. 
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Mr. Hii. Are there any questions ¢ 

Mr. Curtis. Doesn't the Navy, Army, and Air Force procure stand 
urd items for the end product ¢ 

Mr. SrepHan. Well, not directly. 

The only ones that we know of are the General Services Administra- 
tion. 

Mr. Curtis. That is true, too, but have you been able—that would 
be a good common-use item—does the General Services Administration 
purchase from you at all / 

Mr. SrerHan. Not directly. They may have indirectly through our 
jobbers. 

Mr. Curtis. I see. 

Mr. SrepuHan. We have made it a practice not to compete with our 
jobbers. 

Mr. Curtis. I see. 

What you mean is that you handle it through jobbers. 

Mr. Srernan. That is correct. 

Mr. Curtis. But your jobbers are evidently not selling them, because 
they are not coming back for reorders ¢ 

Mr. Sreruan. It seems that their business, as a whole, has been 
falling off. 

Mr. Curtis. Thank you, sir. 

Mr. Sreruan. I would like to add a little bit there, that one of the 
reasons why I am here is that I would hike to try to emphasize the fact 
that this is an area that is available for critical manufacturing, where- 
in freight costs are a small part of the total cost of an artic le, such as 
instruments or electronic devices. 

Personally, I have tried to bring in and interest eastern manufactur- 
ers of some of this equipment into this area, also pointing out the fact 
that due to our isolation, as brought out by some others, we are in a 
particularly safe place, particularly if it came to a survival. 

The electronic industry, as a whole, is located in such centers as Los 
Angeles, Chicago, Baltimore, Philadelphia, New York, and Boston. 

Not a single one of those that I have ever contacted showed any 
interest in spreading out or putting up a second plant. 

Many of these plants I know personally, because I spent eleven and 
» half years as a Government engineer in Washington, and they had 
to put up secondary plants during the war, but they are not doing 
that now. 

If such plants were put up now, we would have a reserve to fall 
back on in the event that we had dislocation troubles at one time or 
another in these other plants, and they would certainly be the first 
places to be hit. 

Mr. Curtis. Would vou be set up to handle electronics ¢ 

Mr. Sreruan. Not right off the bat. We would have to get ready 
for it. It would have to be quick and easy. We are primarily a sheet- 
metal shop. 

I have no electronic facilities whatever, now, only my personal 
know-how. 

Mr. Curtis. I see. 

Mr. Hitz. Are there any other questions ¢ 

Thank you very much, indeed. 

Mr. Hint. Now, the next witness listed is Carl Wagner. 

Mr. Wacner. Yes, sir. 
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STATEMENT OF CARL WAGNER, PROPRIETOR, WAGNER 
MANUFACTURING CO., DENVER, COLO. 


Mr. Waaner. My name is Carl Wagner; I am the proprietor of 
Wagner Manufacturing Co., 1293 West Alameda Street, Denver. 

Mr. Hill, I would like to ask you if it is appropriate to go into my 
troubles with the Government and Government procurement during 
the last war? 

It will not take very long. 

Mr. Hitz. Well, I tind our time is growing close, and what I would 
rather have you do is to just file that, and we will look it over. 

Very good. I will assure you of that. 

Mr. Waener. All right. I will skip that, then. 

Mr. Huw. Yes. I think that we had better, because of the time. 

Mr. Wagner. I will not try to rehash any of these excellent re 
marks that have been made before about small business, but ours is 
not small, it is microscopic, gentlemen. 

In our field, which is the fabrication and manufacture of tents and 
awnings and canvas products, in general, it is inherently a field that 
contains small operators. The largest in our field is a $3-million con- 
cern in Toledo, Ohio, and as compared to a steel mill, $3 million I 
guess that would in the baby size. 

Now, I will just skip through here an pick out the main parts. 

First, I think that the Government should have an exhibit of stand- 
ard items maintained at many central points for examination by 
prospective contractors, and by that I mean items that are not, in 
their very nature, also produced by those very contractors in their 
civilian work, for instance, a Government hospital tent; there is not 
one of us in the industry who does that normally—and, in addition to 
that exhibit being maintained at a central point, I think that a blue 
“ae library should be established in every large city; that is, many 
)lueprint libraries, of course. 

Another thing, sir, no Government employees should be allowed 
to engage in private business activities which could, in any way, be 
benefited by their Government connections. By this I refer to Gov 
ernment lawyers in particular, maintaining a private practice to 
guide their clients through the mazes of Government procedure. 

Another thing, I think the Government should be prompt in pay 
ment of money, when the contractor has done something. We had to 
go to Senator Johnson once to get a thousand-dollar check that was 
2 months old. The procurement officer did not like my going to what 
he called a political personage. And all inspections of Government 
purchases, I think, so far as our industry goes, should be final at the 
scene of production. 

That is, when I produce a tent for the Government as I did during 
the war, and the Government accepted it through its local inspector. 
I do not think the Government should have a right to reject it from 
the Jeffersonville Quartermaster Depot. 

A longer period of time in which to prepare bids. Then I think 
the Government would find it quite advantageous to prepare orders 
in such a fashion that they could be <iven trial runs on small quant!- 
ties, but not too big a quantity to make the manufacturer put in more 
machinery, but enough to get some sort of a cost history. 

Now, another thing, sir, that we have requested, and that was « 
report on the price at which an item that I bid—and I was one of the 
three low bidders in the entire country—Mr. Kelley came out to in- 
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vestigate my facilities, and Mr. Kelley is with the quartermaster depot, 
and I was one of the three low bidders, and he told me that he did not 
know whether I was low or next to low or the third one, but I did not 
get the bid. It was a million-dollar job, and I wrote the New York 
Quartermaster Depot asking to be given a statement by them as to 
the price at which those items went. 

The New York Quartermaster Depot replied to me that I could 
come to New York and look at the summary of bids which was on 
file. 

I could not afford to go to New York, so I wrote in that case to 
Senator Millikin, and Senator Millikin must have burned them up, 
because after about a month they sent me a summary of the bids. 

Through that I could see what other manufacturers were getting 
for the same item. 

Now, Admiral Ring, you mentioned this morning about the Wright 
Airfield postcards that are sent out. Well, believe it or not, the way 
they are printed, if you will refer to them, in my case they were printed, 
mimeographed, and it gave my address and so forth on one side of 
the postcard, and I had a spot there to sign my name. It was all 
printed out. That was as to whether or not I wanted the invitations 
on that bid, and if I did not want them, if I wanted to be kept on 
file for the future invitations of that kind, and on the other side was 
printed the Wright-Patterson Base at Dayton, Ohio, and some Gov- 
ernment letters. 

The Denver Post Office refused to take them, every time I put a 
batch of them in the mail, two or three of them in the mail, they would 
be returned to me. 

I called up the superintendent of mails on it, and he said it was 
a pretty dopey way they had them addressed, and I wound up return- 
ing them in my own envelopes. 

‘Admiral Rinc. And did they use a frank? 

Mr. Waener. I put my own 3 cents on it. It said to put a 3-cent 
stamp on the side that was addressed to Wright-Patterson Air Base. 

Admiral Ring. The post office refused to accept them / 

Mr. Waaner. Yes. 

Mr. Huy. They could not decipher them. They could not tell where 
they were to go/ 

Mr. Waaner. That is right. 

Admiral Ring. Possibly they did a bad job of printing. 

Mr. Waoner. That went on over a period of about 2 months. 

Admiral Rrxe. Were they all badly printed ‘ 

Mr. Wacner. No; they were all perfectly printed. 

Admiral Rrvc. I am sorry. I have no way of knowing, nothing 
to say as to why the Post Office Department rejected them; if they 
were addressed correctly, and it was legal and they had a 3-cent stamp 
on them, I do not think the Post Office Department or any depart- 
ment has a right to reject your mail. 

Mr. Curtis. Did they give you a reason ¢ 

Mr. Wacner. They just said. well, let me say this; I called on the 
phone; I did not talk to the gentleman himself, because he is in 
enough trouble as it is now. [Laughter.] But I talked to the assist- 
ant superintendent of mails and he told me this, he said, “Mr. Wag- 
ner, look at the thing.” . And I looked at it, and on one side, and the 
admiral will bear me out, it has a printed address to the Wright-Pat- 
terson Air Force Base, Dayton, Ohio, and there I put the 3-cent stamp 
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where it said “Put 3 cents postage,” and on the other side of that same 
face of the card, on the same side, but it has a little printed body in 
there, where the spot was for my signature, it was printed there “Sign 
here; please print.” And I did. And it says, “Your address; please 
print.” And I did, “Denver, Colo.” 

On the other side, when you flip the postcard over, it was on that 
side the penalty or the fine for use of it for private postage. You 
know, it had mimeographed there, my address and name and my 
company. It was the way it was prepared. 

Mr. Curtis. It may have been a violation of the postal regulations. 

Mr. Waener. That is the way that they came from Wright-Patter- 
son Air Force Base. 

Mr. Curtis. If you have printed matter on the same side as your 
address—— 

Admiral Rive. Well, I have been sending picture postcards all 
my life. There is a little space there where I say, “Sweetheart, I got 
here. Wish you were here.” 

And I sign my name to it, and I put on her name and address and 
that appears in the same place. Maybe they were criticizing you for 
putting a 5-cent stamp on a penny post ecard, 

Mr. Waener. It says to put a 3-cent stamp there. 

Admiral Rive. I am not trying to be humorous. 

Mr. Waener. May I say this to Mr. Tackle—— 

Mr. Hux. I do not want the admiral to get into trouble, but this 
“wish you were here” reminded me of a story. So let’s not start any 
more post cards. This committee does not have anything to do with 
the post office. 

I happen to know that they did ask about some of that silly stuff 
that happened in the Army, and they said: “How the hell did the 
Army do this?” 

And I said, “That is what the post office is for. I sent the letter 
and post card less than 2 weeks ago.” and the post office said, “The 
Army cannot do that.” And he sent # back to the engineer, and | 
said, “That is what the post office says. Please show it to the Army.” 
There are lots.ef things that the Army does not know. Maybe the 
Navy knows it all, but I think we can all learn something. So I will 
tell the admiral to be careful about signing those post cards. 

Mr. Wacner. I will just take a minute of your time, Mr. Tackle, and 
that has to do with the synopses from the Department of Commerce. 

I went down and got them every Monday morning. I am not trying 
to be funny, but my eyesight is not good enough to go down through 
all those lists, and we did not know whether in this list, maybe way 
down at the bottom, there were some canvas tents or duffel bags. | 
had to look at every one of those things. 

Mr. Tackie. Well, there is no way in which that can be avoided. 
They all have to be listed. 

Mr. Waener. That is right. So I just gave it up. 

Mr. Tacuie. Well, if we did it in much larger type, I think it would 
be a pretty bulky thing to do. 

Mr. Waener. That is right. 

Another thing, sir, we found that in many cases the operring date 
for the bid invitation, about the time that we got the synopses, the 
opening date for the bid invitation was within a week, and I cannot 
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write for bid invitations and get them prepared on items that I am 
not familiar with. Even in my work, canvas tents and bags, I just 
could not begin to think of preparing a bid in that time. So I gave 
it up. 

Mr. Tackte. I quite agree with you that that has been a very gen- 
eral complaint. I think you will also find that it is being corrected. 
We have worked with the services and they have been most coopera 
tive in agreeing to extend the time on bid invitations to a much longer 
time than formerly. We also are working now, and while this has 
not been accomplished, I think it stands a fairly good chance of being 
accomplished, of having this information avail: ible on a subser iption 
basis for a small annual subscription fee, to come directly to the manu- 
facturer so that he will not have to go each day to some central point 
and pick it up, and that service, if it is made available, will also be 
available by air mail, which should mean a great deal here. 

In other words, if this was printed in Washington last night, and 
put m the mail about 4 o'clock in the afternoon, as we plan to do, you 
would probably have it here the following morning by air mail. 

I think also you will find that from now on the time for opening 
the bids will be longer than it has been heretofore. 

Mr. Waener. Well, I can understand that some of that short open- 
ing time undoubtedly came about, or could come from the need for 
emergency buying. 

Mr. Tackie. We have had a little problem over there in Korea. 

Mr. Waener. Yes 

Now there was another thing that made me mad on one particular 
bid, I had really worked on it, and this was a year ago, and I did not 
keep my records, because I did not know that I would have an oppor- 
tunity to come before you; but after I worked on it and I had gotten 
all of my figures about me, showing the price of machines from Singer 
Manufactur ing Co.. when I could get the machines, and so forth, and 
then we got a notice from the procurement agency that the entire invi- 
tation had been canceled. 

Admiral Rine. Well, if it developed that the invitations were 
canceled and if some sensible procurement officer here had decided he 
did not want to waste the taxpayer's money in overbuying, I think 
that you should cheer him. 

Mr. Waaner. Yes, sir. 

Now, there is one thing here, if I have the time, that I would like to 
say: that I do think that all contracts should have escalator clauses in 
order to enable the contractor to pass on all increased costs due to 
Government action, and by this I refer to Government-ordered raises 
in an area during the force of the contract. 

Our industry is up for a hearing within a few months in Washing- 
ton about the minimum-wage rates. A price-readjustment clause to 
vary either up or down at some predetermined stage in the contract, 
and this should apply to making new items, according to the cost 
history of the contract up to that date. This was done in many cases 
durmg the war, but it was demied to us. 

Mr. Hint. We have that now. 

Mr. Dartmas. Price redetermination; that is a law at the present 
time. 

Mr. Waoner. I did not know that, sir 
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Mr. Hu. We thank you very much, Mr. Wagner. 

Mr. Wagner, where did you file these statements / 

Mr. Damas. I think, Mr. Chairman, that the gentleman has made 
a number of very fine suggestions, and I think that we will study 
them very carefully when we get back. 

Mr. Hux. Yes; thank you very much, Mr, Wagner. 

Your statement will be filed. 

(The document referred to follows :) 


STATEMENT or CARL A. WAGNER TO CONGRESSIONAL COMMITTEE AT A HEARING 
IN CoLorapo STATE CAPrITroL BUILDING, JULY 9, 1951 


I am Carl A. Wagner, president of Carl A. Wagner Manufacturing Co. At 
present we are not even big enough to be called a “small” business. It would 
be more fitting to call us “microscopic.” The largest operator in our field, 
the fabrication of duck and canvas products, would hardly be called big in 
comparison with the smallest steel mill, etc. ‘This field is inherently, by its 
nature, Composed of shops employing two or three employees besides the boss. 

During the war of 1941-45, I was not incorporated, but did business as an 
individual proprietor. I had been in this business since 1931 and since 1935 
I was the sole owner of it. I know the business very well. I did not know 
how to handle business with the United States Government. I eventually woke 
up to the fact that the United States Government is the most crooked outfit in 
the world to do business with. I worked for four years on Government con- 
tracts and came out at the end without one cent for my own labors and about 
$16,000 loss of actual cash money out of my pockets. On some contracts | 
did make money, but I lost it all and more on one contract for the United 
States Army Engineers. This was caused principally by the Government 
allowing another manufacturer a higher priority for a specified type of buckle 
and refusing me an equal priority to get the buckles I already had on order. 

The Department of Labor, through its deputized agents, issued me a worker's 
permit allowing me to employ a minor under 16 years of age and then fined me, 
without allowing me a trial, a sum which with interest came to nearly $1,000. 

The Governme it put some really stupid “junior inspectors” over my inspec- 
tors and through their stupid actions really got my plant into a turmoil. One, 
a Mrs. Swink, demanded that we close down our inspection tables every morn- 
ing while she went up to the neighborhood Catholic church for mass. This 
Mrs. Swink was eventually discharged from her job because we caught her 
going through my waste basket searching for correspondence she thought I 
had with her superiors. Another inspector, Mrs. Anderson, was assigned to our 
factory a couple of months before we got going on the contract she was to 
inspect. Mrs. Anderson nearly caused the entire loss of employee morale by 
sitting around and doing her fancy needlework and crocheting on the Govern- 
ment time. 

At this time I had about 150 people working for me. 

Of all the items I turned out, every single unit was accepted at full value. 
We never had an item rejected. Still, on one of my trips to Jeffersonville 
Quartermaster depot I was told by Mr. Erling Thonnasson, chief inspector, 
that the depot had an entire warehouse full of defective work from my place. 
I told him to put on his hat and show me the defective items. He demurred, 
saying he was too busy. I called him a liar and defied him to show any work 
from my plant that was not up to specification, and he said: “Oh, all you fellows 
from Denver and Pueblo do substandard work.” I told him that was another 
lie. 

Later I learned Mr. Thonnasson had resigned and he was taking a job with a 
plant that had been doing a lot of work for the Jeffersonville depot. This is just 
what I heard. I do not know how true it is. Everything that I say of my own 
knowledge is the truth, and I have a trunkful of documents to prove it. 

Another instance to show how crooked dealing with the Government is: On 
our last contract, which was for shelter halves or so-called pup tents, at the start 
of the contract I found errors in the Government blueprints and wired, phoned, 
and wrote the depot complaining that we could not make them in that way. 1! 
have no criticism of the inspector on that job, who said I would have to make 
them in the way shown by the blueprints until he received authority for the 
change. Finally, we got a telegram saying “error in section C-C of our draw 
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ings. Corrected blueprints being forwarded. (Signed) Jeffersonville Quarter- 
master Depot.” When we filed our termination claim, charging the Government 
for all this lost time, the termination officer denied there had ever been an error 
in the drawing. I showed him a certified photostatic copy of the telegram, and 
they alleged they could find no copy in their files, but they did acknowledge the 
authenticity of the telegram and allowed our claim for that loss. 

Another complaint is that in some instances the Government's allowance of 
Government-furnished materials was insufficient, and, while increased in sub- 
sequent contracts, was never made retroactive. In our case we were short on 
thread in our first contract. The second contract for the same item allowed us 
more thread, but we still had to pay for the shortage on the first contract. 

My experiences on Government contracting leads me to say again: I com- 
pletely lost 4 years of my life and $16,000 in cash. I have tried every avenue of 
appeal that I know of to be open to me for redress and have found them all 
barred under one guise or another. I want no more of this type of business. 
I have now rehabilitated myself financially and am again solvent, but this is due 
only to my own hard work and ability. If the Government wants me to do any 
further work, it will have to accede to the following suggestions : 

1. All contracts should have escalator clauses to enable the contractor to pass 
on all increased costs due to Government action. By this I refer to Govern 
ment-ordered raises in wages in an area during the life of the contract. 

2. A clause permitting contractor to stop production pending price adjust- 
ments due to deviations from specifications in Government-furnished material 

3. A price-readjustment clause to vary price either up or down at some pre- 
determined stage in the contract, according to the actual cost history of the con- 
tract up to that stage. This was done in many cases during the war, but was 
denied to us. 

4. An honest policy in granting priorities, permits for handicapped or under-age 
persons, and freezing of personnel and wages and prices. 

5. Cost-accounting procedures, tax amortization, and all accounting practices 
as required by any one agency of the Government shall be acceptable to all other 
agencies. 

Cart A, WAGNER. 


Mr. Hitz. Our next witness on the list will be Mr. Walter Apple of 
the Westeraft Manufacturing Co. 


STATEMENT OF WALTER APPLE, JR., WESTCRAFT 
MANUFACTURING CO., DENVER, COLO. 


Mr. Arrie. My name is Walter Apple, Jr., and I am with the West- 
craft Manufacturing Co. 

I have a long sheaf of papers here, and I am not going to read any of 
them. 

Most of what I would have said has been said already this morning 
and this afternoon by people who preceded me before you. 

However, I am going to divide into three different sections what I 
wish to cover, and speak briefly on each one, as to who we are, our 
civilian production troubles, and our military procurement troubles. 

This firm was founded by myself and my partner, after we got back 
from the services, and we have been in existence 214 years. 

We had 30 employees the first of January of this year, and we have 
right now. We, so far as civilian manufacture and production is 
concerned, manufacture a line of housewares and novelties from copper. 

On January 1 of this year, NPA Regulation M-12 and the amend- 
ments thereto ‘pley usa us from manufacturing those products any 
longer. It had nothing to do with the supply; it prohibited the manu- 
facture. 

We could use up what we had in the house, but then we had to stop. 
We could not order material, regardless of whether we could get de- 
ivery, 
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We have existed under that situation for 7 months. 

On July 1 M47 came out, and M—47 said that we can produce cer- 
tain articles, in which ours are included, up to 60 percent of a certain 
base period. M-—47 does not supersede M-12. It does not even men- 
tion it. 

We turned in an order last Thursday. to a local distributor, the 
American Brass Co., for copper, understanding that 20 percent of that 
production was to be set aside for what is called the free market. 

We got a letter back from them yesterday saying that we would have 
to file a certificate saving that we were not in violation of M-12. 

So, one of the problems I bring here today is M-47 and M~12 being 
directly contradictory to each other, one allowing us to produce, the 
other prohibiting us from producing. 

Now, as to military procurement, | will not go into a long discussion 
of how we have been 8 months with military procurement. 

My partner and myself have traveled the entire country, and we 
have written countless letters, and met a good many people. We have 
secured two prime contracts from the Navy, and two subcontracts here 
in town. It is a pretty difficult proposition to secure clients, or to 
secure contracts, rather, both prime and subcontracts. 

There are not more than a half dozen firms in town that we can call 
on in relation to subcontracts, and those firms do not really need you. 
The two that we have gotten, I think, are more charity than the fact 
that they needed it. 

When it come out that they did have some volume in January, Feb- 
ruary, and even in March—if vou will examine any of them during the 
last 2 months, the sheets, I think you will find that most of you gentle 
men will agree with me that there is nothing on there. There may be 
a few exceptions to that, but they are jobs that nobody can handle 
without a headache. They are headache jobs. 

The sheets have gotten very short, and what is on them are head 
ache jobs, 

As to negotiated contracts, I do not know how to go about getting tl 
contract unless you hire a Washington representative, and we have 
been told to do that. We have a good many letters on file in that 
regard. Information is hard to get. Mr. Boyd, I think, will bear me 
out that a month and a half ago, in relation to Navy prime contracts, 
which we have, we wrote the Navy Bureau of Ordnance in Washing 
ton, through Mr. Boyd as naval inspector, asking them for certain 
information on enamel] to be used on the job. 

Two weeks ago we wrote a second letter asking for an answer to 
the first letter, and we have received no answer, 

Another difficulty we have is that our civilian production is not 
carried directly into military production. 

None of the articles we manufacture, and we did a gross of $180,000 
last vear, are directly procured by the military. We must make some 
thing for them. We cannot be competitive in products that are 
already manufactured in huge quantities such as washers and hard- 
ware with eastern manufacturers who have huge stocks of those or: 
hand. We can neither get material nor do our tooling-up_in order 
to meet that. 

The two prime contracts that we have were secured by bidding at a 
profit of approximately 3 percent and disregarding all tooling and die 
costs. In other words, we would figure on breaking even, at best, on 
those contracts. 
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My partner went down to the subcontractor in Fort Worth 2 weeks 
ago today and came back with several people’s cards and no results. 

Now, I am open for any questions you may have. 

Mr. Huw. Mr. Curtis? 

Mr. Curtis. Yes. 

I would like to get a little more information on who suggested 
that vou would have to hire a Washington represetitative in order to 
get a negotiated contract. If you prefer not to give it here, we would 
like to get that information from you later. 

Mr. Aprie. Well, I don’t know that there are particular people— 
their suggestions were more ironic than anything else, possibly. Any 
number of people that we have talked to, when we get to the point of 
what we will do about it, they will say that maybe we had better hire 
one of the Washington people. 

Mr. Curtis. [| understood you heard several people that suggested 
that. 

Mr. Arpie. Advertising the services of Washington representatives. 

Mr. Curtis. That is what I mean. How did they come in, unso- 
licited ¢ 

Mr. Arpie. Yes, sir. 

Mr. Curtis. Some people | in Washington ¢ 

Mr. Arete. Yes, sir. I believe they are legitimate representatives, 
though. 

Mr. Curtis. That is all right. Would you be willing to furnish 
the committee with those names ¢ 

Mr. Arete. Yes, sir; they can be taken from my file. 

Mr. Curtis. Mr. Chairman, I would like to get those names. 

Mr. Apvrue. | believe it is a common practice when a person receives 
a prime contract that various people in Washington offer their services. 
These are not influence peddlers, now. 

Mr. Curtis. | believe that. As a matter of fact, let me say this 
for the record, that we have been going to bat, as a small-business 
committee, for legitimate manufacturers’ agents, because we feel that 
a proper manufacturer's agent is very necessary in our economy and 
performs a very real service. We are just as anxious to protect the 
manufacturer's agent as anyone. 

Mr. Arrve. I believe these people would come under that heading. 

Mr. Curtis. If they are legitimate manufacturers’ agents, that is 
what we want to know. 

On the other hand, we are also aware of the fact that there are some 
few people who are not, and they are the ones who have been, you 
might say, destroying the good name of some of your finer m: inufac 
turers’ agents. That is the reason I made that inquiry of you. 

Mr. Arete. We have drawn the line between influence peddlers and 
manufacturers’ agents. 

Mr. Curris. And these, in your opinion, are legitimate manufac 
turers’ agents? 

Mr. Arrpie. Yes, sir. 

Mr. Curtis. That is another thing that our committee has been 
trying to do, and that is to cut down the number of negotiated con 
tracts and to get them let on a bid basis. 

Mr. Arrie. We don’t object to negotiated contracts, but we have 
no means whatsoever, and we have spent a lot of time and money in 
this, of finding out about them. 











2714 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Curtis. We have gone into that field pretty carefully, and our 
committee, 1 think, can speak—or I think I can speak for our com- 
mittee, and say that we have come to the conclusion on negotiated 
contracts that the larger companies are the ones who get them, and 
the small companies don’t. On bid contracts the ratio is just the 
opposite, that the bulk of contracts go to small concerns, That is 
why we are interested in cutting down the number of negotiated 
contracts, I mean, of the parts purchased by advertising. Of course, 
certain contracts have to be negotiated, such as airplanes, big items 
like that. 

Thank you very much. 

Mr. Arpie. Thank you, sir. 

Mr. Datmas. Mr. Chairman. 

Mr. Hm. Mr. Dalmas. 

Mr. Damas. I wonder if the National Production Authority can 
reconcile the differences between M-12 and M-47, ~ 

Mr. Barrierr. Yes. In connection with the CMP, on July 1 it 
became necessary to issue M—47 to supersede M-12, and M-47 contains 
a specific provision or provisions for small users of copper up to the 
extent of 500 pounds for the quarter. 

What are your quarterly requirements of copper, sir? 

Mr. Appie. Ours are considerable more than that. We have 
asked for the minimum. 

Mr. Barriterr. May I ask if you have discussed the matter with 
the regional office, as to your requirements / 

Mr. Aprpie. No; not in this particular deal. 

Mr. Dataas. Well, the point is, does M-17 supersede M-—12, inso- 
far as the end product is concerned ¢ 

Mr. Arpxie. We did not have that information before. It does 
not say so. 

Mr. Barrierr. It just came out July 1, M-47A. 

Mr. Davmas. One other thing, the General Services Administra- 
tion, Department of Defense, and Department of Commerce have 
recently started to publicize negotiated contracts, or prospective 
negotiations of contracts. I think it was stated here a little earlier 
that it would be a few more days before those sheets begin to get ex- 
tended to a greater extent than they are now, but that informa- 
tion will be available. 

Mr. Arvte. Our request for this copper was turned in to the Amer 
ican Brass Co., I believe one of the elle suppliers in the country, 
and they told us definitely that we would have to certify under M-12. 

Mr. Barrierr. I would like to talk with the witness following 
the hearing in connection with material requirements. I am sure 
that the regional office would be glad to be of assistance to him in 
the matter. 

Mr. Hitt, Thank you, Mr, Apple, very much. 

Now, the next witness we will call is Mr. H. W. Parson of the 
Hartmeister Manufacturing Co. Evidently he is not here. Mr. 
David Snyder, of Snyder Metal Equipment Co. 

Mr. Curris. I believe Mr. Parson is here and is coming forward. 

Mr. Hii1. I am sorry, Mr. Parson. ; 

You are Mr. H. W. Parson of the Hartmeister Manufacturing 
Co.! 

Mr. Parson. Yes, sir. 
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STATEMENT OF H. W. PARSON, REPRESENTING HARTMEISTER 
MANUFACTURING CO. 


Mr. Hitz. Will you identify yourself for $4 record ? 

Mr. Parson. That is correct. My name is H. W. Parson of the 
Hartmeister Manufacturing Co. 

Mr. Hiww. Will you proceed ¢ 

Mr. Parson. Most of the points that I had planned to bring out 
have been very thoroughly covered. However, there is another angle, 
or possibly two angles, which I do not think have been covered. 

One is in reference to your subcontract work. We decided that 
it probably fitted our company best to try to get subcontracts from 
the aircraft manufacturers. So I made a trip to Los Angeles, and 
Wichita, Kans., and other places, where airplanes are manufactured, 
and I saw these companies, and was very surprised at their report 
as to what they were doing and the chances of our getting sub- 
contract work. 

I will just mention four or five of them. One company in Los 
Angeles announced that they were operating, but that they were only 
utilizing 40 percent of the capacity of their own machines and equip- 
ment. 

Another company in the same city said that they could increase 
their capacity without increasing their labor or without buying any 
additional machines or subcontracting any work, that they could in- 
crease their capacity oV percent. 

That made it quite obvious that the chance of getting subcontracts 
from those companies was rather slight. 

One of those companies also showed me a list of 15 machine shops 
and tool shops that had been created in the Los Angelas area since 
the Korean situation started, with the idea that there would be a 
great deal of subcontract work, and they built up those shops, new 
shops, new businesses, to take subcontract work. 

Another manufacturer in Wichita stated, in an attitude which I 
found most all of the manufacturers assumed, he stated it very clearly, 
and he said that so far as subcontract work was concerned, “We will 
subcontract to plants within 60 miles of our factory first. If we do 
not get a good bid, we will extend that bid on the subcontracting bids 
up to a 250-mile radius. Then if we cannot get what we want, we will 
probably let everybody bid on it.” 

Now, they dont want the subcontractors very far away from their 
home plant. 

Furthermore, one of the largest ones in Los Angeles stated that they 
would not subcontract to anybody who could not make a complete 
assembly, and by that they are talking about a wing section or tail 
section, or something of the sort. A small manufacturer has a very 
slight chance of getting much aircraft work. 

[ state that merely because it was interesting, and it may save some 
other small contractors from the difficulties that we experienced when 
we were going out and trying to get them. 

Now, don’t misunderstand me. We got some, but it was awfully 
tough. 

We have had a chance to bid on a number of things, but we have 
had to get out and scurry for it, and we have found a definite attitude 
on the part of all people in the airplane manufacturing plants that we 
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called on to keep subcontractors, first in their own area, and in th: 
second place not to subcontract with a little fellow. 

They say that the class of work in connection with changes, anc 
revisions, and if you had 2,500 subcontractors, it would just make the 
whole job too darn big, and they wanted to find one large subcon 
tractor, and put in their own timekeepers, their own management, anc 
subcontract large units. 

That does not help when we call small business here in Colorado. 
Our chances of getting much aviation work, unless there is a change ir 
the attitude of airplane manufacturers, is very slight. 

There is one other thing that has been mentioned before, and | 
think should be mentioned again, in connection with those three book 
lets. There is the one how to buy from the Navy, or how the Navy 
buys, and there was one that had the picture of a fellow in a jeep on it, 
as to how the Air Force buys, and one for the Army. 

I think we sent out something like 36 letters to the various branches 
and departments. So far we have received four requests for additional 
information. Each one of them received a brochure, and for a small 
company to make up a brochure and send it out to each one of those 
people, and get nowhere, it is a rather expensive proposition, and it 
takes a lot of time. 

Maybe we were wrong in doing it. I think those booklets appear 
to be quite deceptive. You have the idea that you will at least get 
a letter or be inspected or make your facilities available, but so far as 
from what I can make out and what I have heard here today, it does 
not exactly work out that way. 

In most cases you have nothing, and in some cases you will get 
back letters asking you for the information that is in your brochure, 
a form letter asking you for the same information that you sent in 
your brochure, and in your first letter. 

That is rather annoying to small business. I don’t think that small 
business is here in Colorado—we don’t know whether we want it—we 
are almost afraid to get help as not, because Government help some- 
times is not so good, and we don’t know whether we want it or not. 

Mr. Huw. Are there any questions? If not, thank you very much, 
Mr. Parson. 

Admiral Rrxe. Mr. Chairman, for the record, on the airplane sub 
contracting, Colonel Gibbs has just informed me that Consolidated 
out of Fort Worth has 1,612 subcontractors under their prime con- 
tract. Just for the record, I would like to mention one airplane manu 
facturer who has made some effort toward subcontracting. 

Mr. Parson. We found in the Los Angeles area that a great many 
of them had a large number of subcontractors, but they were all in 
their own area. I don’t say that some of them are not doing it. How 
ever, the majority say that they would prefer to have the smallest 
number of subcontractors, due to the clerical work. 

Nobody is criticizing their position on it, but at the same time it does 
not help us any, or allow us to make our facilities available to them. 

Admiral Ring. There is one other specific point with regard to 4 
prime contractor being able to take on most of the work as a completely 
integrated operation. I think we have got to remember that we start 
ed out with the rearmament program with a far vaster Governmen 
holding, Government-owned, Government-reserve plan than we ever 


had at the start of World War IT. 
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Then the question of the contractor, the prime contractor, who is int 
the operation of a facility built by the Government. Maybe we should 
not have built them, but we did build them, and in many cases we 
retained them in reverse, and it is a most difficult problem, which I 
am sure Mr. Parson clearly understands. A prime contractor, whose 
capacity to do it, to try to persuade him to move outside of his plant 
where, without any more labor force, as you have stated, he can 
increase his own productive capacity, makes it a rather difficult thing 
from an economic point of view. 

Mr. Parson. I am perfectly sympathetic with that. The main point 
| wish to bring out is that there are little plants springing up in Los 
Angeles that are around the airplane plants, and are supplyi ing them, 
and we might not as well fool ourselves that we are going to get any 
of that work. Around Los Angeles they believe they can take care 
of the production called for, without coming to our area, and you can 
not blame them. But let’s not kid small-business by saying all you 
have to do is to run out and get something, because you would be just 
spending your time and your money uselessly. 

Admiral Ringe. Maybe you should have gone to Fort Worth instead 
of Los Angeles. 

Mr. Parson. Possibly. 

Mr. Huw. Thank you very much. 

Mr. Snyder. 


STATEMENT OF DAVID SNYDER, OWNER, SNYDER METAL 
EQUIPMENT CO., DENVER, COLO. 


Mr. Hitz. Will you identify yourself for the record ¢ 

Mr. Snyper. My name is David Snyder, Snyder Metal Equipment 
Co., Denver, Colo. 

Mr. Hi. Do you have a prepared statement ¢ 

Mr. Snyper. I am just going to mention a few points. 

Mr. Hix. O. K. 

Mr. Snyper. My particular case is unusual, due to the fact that 
all the products we manufacture are custom built, and primarily of 
stainless steel for the food service industry, and due to restrictions 
we are not going to do business much longer. 

But I can manufacture any number of items. I have the equipment 
to employ 15 men on one shift, although I would not necessarily get 
a job because I am the low bidder, because the investment might not 
cover enough to get it to me, and it has happened before. I have had 
the same trouble bidding that others have had, without enough in- 
formation. 

[ feel that a procurement office should be established, with the 
power to negotiate direct with men like myself, because I have a 
capital investment of under $10,000, and good credit, and I have 
the backing of a steel company and a bank that will go to bat for 

e, but not to the extent that I can take a $100,000 job. 

‘T have had enough war experience to manufacture any heavy 

sheet-metal product that the Government needs; that is, if it is fabri- 
cated, not stamped, and I have the ability to turn it out. It is just 
a tough situation with me, and I really want to do some good Sie 
I am called back in again. 
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Mr. Curris. I would like to ask you this question, as to your end 
product for the food industry, are you making that at all now? 

Mr. Snyper. Oh, yes, I am; but it cannot last. 

Mr. Curtis. Isn’t the Government procuring some of the same 
material ? 

Mr. Snyper. They are, yes; but it is tough. 

Mr. Curtis. In other words, the market is going? 

Mr. Snyper. Oh, definitely. 

Mr. Curtis. Is it a question of the market going, or a question of 
not being able to get the stainless steel ? 

Mr. Snyper. It is a question that I am too small. 

Mr. Hizz. How many men do you employ ¢ 

Mr. Snyper. Right now I have a man and part-time welder and 
myself. I am not much of a businessman. We just work. That 
is all. We turn the stuff out, and we have installations out at Lowry 
Field and at Fitzsimmons that we sell through other parties, not 
ditect, but through other parties, and the work we do is first-class 
work. I can manufacture warehouse handling material and com- 
pete with the biggest firms in the country, because I have heavy equip- 
ment, and none of it is being used, two welding machines that don’t 
burn at all, two shears and three heavy machines, and labor for 
that particular type of manufacturing is ample, and I can handle it. 

Mr. Datoas. Is the quipment you make for the preservation of 
food ? 

Mr. Snyper. It is for food in cafeterias and packing-house equip- 
ment, such as cafeteria dish tables and steam tables. 

Mr. Damas. The equipment is designed to handle food and aid 
it its preservation until it gets to the consumer ? 

Mr. Snyper. That is right. 

Mr. Datmas. And you use stainless steel ? 

Mr. Snyper. Almost 75 percent of the materials that I used in 
the past 4 years; that is as long as I have been here. 

Mr. Datmas. How about your market; is your civilian market gone, 
or do you have a market. 

Mr. Snyper. Well, I have been selling indirectly. I have no 
market. I have had it awfully tough here in Denver. They have 
their old loyalties that they deal with. 

Mr. Damas. You could keep going if you had the steel ? 

Mr. Snyper. If I had the stainless steel, I could keep going on. 
There are shell boxes, and water-type boxes, and to be frank with 
you, I could equip a ship with a galley. I have had experience 
with that. 

Mr. Dauaas. Part of the defense effort is the preservation and 
utilization of food, and every bit of it we can get. I am just trying 
to tie it in with NPA, and if you have a demand for your product | 
think there are regulations which insure that the food industry gets 
at least sufficient steel to carry on the food operation. 

Is that right, Mr. Tackle? 

Mr. Tacxte. I think that refers primarily to canning and things of 
that kind, Mr. Dalmas. I don’t know that it is directly in the 
restaurant equipment. 

Mr. Darmas. Well, I suggest that Mr. Snyder confer with Mr. 
Bartlett right at the moment. 
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Mr. Hix. Will you have a conference with him before you leave 
and see if he can give you any help. 

Mr. Snyper. Yes. 

Mr. Datmas. Mr. Bartlett, here is another gentleman who wants to 
see you a little later. 

Mr. Barruerr. All right. 

Mr. Huw. Very well, then; Mr. Rush, Jerry’s Leather Goods. 

Will you take the hot seat, please, Mr. Rush ¢ 


STATEMENT OF JERRY RUSH, PROPRIETOR, JERRY’S LEATHER 
GOODS, ENGLEWOOD, COLO. 


Mr. Hitz. Will you identify yourself for the record ? 

Mr. Rusu. Yes. My name is Jerry Rush, and I run Jerry’s Leather 
Goods at 4955 South Broadway, Englewood, Colo. 

This is a bad position, because it is getting a little late and people 
want to go home, so I will try to make it as brief as I possibly can. 
As I said, my name is Jerry Rush, and I am with Jerry’s Léather 
Goods. 

I got out of the Marine Corps. I don’t have a prepared statement. 
These are merely notes. Everything that I could say or will say has 
been said and amply said, but one feature they did not cover that I 
think they should have was something that I started working on in 
January. 

I was very ably assisted by the NPA here, and I got all the infor- 
mation inthe world. You could not get more information if you tried 
any place. I got all the letters I wanted, but everybody said and 
suggested as to what I should do. 

I was working for repairing; I was in the Marine Corps, and I 
was an area photographer the last 2 years, and the first 2 years I 
was in a line company. 

I am not speaking of now, because I don’t know what the condition 
is right now, but 1 do know that there was an awful lot of material 
from the last war that wasdumped. I know that the American public, 
as a whole, is tired of it. They have heard stories, and a lot of it is 
exaggerated; we know that. People come back with stories about 
jeeps driven off a dock, and I know that there were a lot of flight 
jackets thrown out that should not have been. 

I am a small-business man. You have heard of microscopic busi- 
ness. Well, mine is one of them. 

Before I first started out and got a GI loan; I worked by myself. 
I got one employee, and finally I built it up where to January of this 
year I had four, plus myself and my wife. 

I make custom-tailored leather jackets. 

On January 17 they came out with M-29, NPA, curtailing the use 
of deerskin to nonessential military items. It was later amended so 
that the individual killing a deer could bring it in and we could tan 
it for him, and make up jackets, shirts, gloves, whatever they wanted, 
which was some help, but this happened after I went out. 

I went over to NPA, and I asked for information on how to secure 
acontract. I think it is an item that a small-business man is best suited 
for. Items that we can repair. People throughout the world are 
getting the impression that we are just a bunch of spendthrifts, that 
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we can throw things away, where nobody else can even obtain them. 
I think that that impression should be corrected. I think that we can 
repair things and repair them for use. I don’t mean to send out to 
troops in the field, the situation is different, but you take here in the 
United States, where we have ample facilities for repairing those 
items, there is no question of the items falling into enemy hands, an«| 
I think those items should be used, repaired, and reused again, anc 
the full use of it taken before the item is dumped out on a pile to 
mold and sell for surplus, and somebody gets them who thinks he’s 
getting a bargain, and all they have got is a bunch of mold. 

I think the Government, as a whole, will have to reaffirm the Ame) 
ican public on the idea that we are using things, and not throwing 
them away, and if they sacrifice something it is going to be for a goox| 
purpose, and that it is not being wasted by the military. 

I know that a lot of that is erroneous, because people have made « 
lot of statements that they honestly don’t know about. 

But I was an area photographer, and there was a Jot of film wasted 
that should not have been, and people here could not get film. They 
wanted to send snapshots over of their loved ones, and they could not 
buy the film. Everyone had that experience here. I was overseas at 
the time, but I heard about that. 

Now, my contention is that small-business men, such as myself, and 
1 am now back to one, so I don’t have to worry, because I am in an 
enviable position for the simple reason that I can produce all I need 
for my own living, and so far as I am concerned I can work with my) 
hands and make enough to live on. I have got a child and a wife, and 
we will still live. Of course, we won't pay much in the way of income 
taxes, but we will live and eat, and I don’t have to worry about the 
other. 

I still think that the small-business man should have that spot, if 
nothing else, to do jobs that the bigger outfits do not want. They 
don’t want that type of work. It can be negotiated and it can be 
worked. If I can do work for Montgomery Ward, I can do their 
repairing, I can do repairing for the stores downtown, and they can 
take an item that I repaired, such as a Navy flying jacket, and so forth, 
and it is an excellent piece of material, and it has got skin on it, it is 
one of the finest availdble. Why should that thing be dumped because 
a repair of cuffs is needed, or a pair of cuffs is missing? 

Now, I did check with both Lowry and Buckley, which I was tol 
to do. The information that I got was that they maintain their own 
repair shops. Frankly, I won’t say that they do or do not. I know 
that I have heard from other sources that they do not maintain thei: 
own at Lowry. If they do, it is fine, and the material is being used 
again, and it is a good deal. 

Mr. Curtis. I would like to make a comment on that. I think that 
this witness has given us some very valuable information, and I want 
to tell the witness that another subcommittee on which I serve has 
been in the investigation field of Government surplus, and in particu- 
lar we have been concerned about just what you are talking about, re- 

airing items, and we just recently submitted an interim report, and 
in that report we suggested that in many instances, where the military 
actually had repair shops, they are doing what you suggest, not re- 
pairing items, that are possibly repairable, but in many instances 
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where the military are maintaining repair shops it was our opinion, the 
committee’s opinion, that civilian enterprise, small business, should be 
utilized. 

In fact, I think that it probably is highly desirable that they be 
utilized for two reasons: One, there is no reason for a man in uniform 
doing that sort of work, when there is civilian enterprise available 
for that very purpose. But I would like to ask Admiral Ring what, 
if anything, what policy the Armed Forces presently has toward either 
listing small business for repair, for example, on trucks, using local 
garages instead of the military heating up a garage and hiring, inciden- 
tally, civilian labor under civil service, or some other method of utiliz- 
ing the local garages, but this other is a very good example, too, in- 
stead of having the military actually repairing them, let the contracts 
out. 

Admiral Rive. We have no policy. Mr. Curtis, I think it is a sub- 
ject that ought to be examined. I just spoke to the lieutenant from 
Lowry, and | asked him about the type of repairable items they have. 
[ think most of it is sent back, and 1 think the same critical analysis 
could be applied to the business of boxing up and shipping stuff back 
to a depot for repair. If it were compared to the cost of doing it Jo- 
cally, I think in some instances we would find that there would be an 
ultimate cost to the taxpayer or an ultimate expenditure from over-all 
appropriations that would be far less by having it done locally. 

We are attempting now to develop a policy on it. 1 cannot tell you 
that we have one, but we have it in the works. 

I think the witness has made a worth-while suggestion. 

Mr. Curtis. Thank you. I think so, too. 

Mr. Rusu. Now, on deerskins, I think that is another place. Deer- 
skins are very valuable, I mean, so far as being used in combat gloves, 
I can understand that. Here is a thing, I think perhaps us business- 
men should take care of it. I have tried to do my best, and I have 
had all the support I could get from the Denver Post and the Rocky 
Mountain News, having to do with the fact that deerskins were not 
available, and so forth. 

Frankly, I think if the public was educated on how to take care of 
deerskins we would have three times the amount we have. 

There is a gentleman who represents one of the hide firms in Den- 
ver, who says there was no excuse for curtailing the use of deerskins 
if they were to use the available supply that they have. About 35 to 
40 percent of the stuff we get in is spoiled, and with a little education 
[ think that that stuff could be utilized and it would be a very valuable 
piece of leather. 

You see, they dry out, and they are soft, and instead of knocking off 
curtailed civilian production, why not utilize what we have to good 
advantage / 

Thank you very much. 

Mr. Curtis. That was a splendid statement, I think. 

Mr. Hit. It certainly was. 

Now, our next witness will be Mr. Lee Hill, from the Westric Bat- 
tery Co. 

Mr. Hitz. Will you identify yourself for the record, please ? 
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STATEMENT OF LEE HILL, WESTRIC BATTERY CO., DENVER, COLO. 


Mr. Lee Hix. Lee Hill, Westric Battery Co., Denver, Colo. I am 
president of that company. 

Our problem is one of small companies versus Government regula- 

tions. 
It is the story of two young men who have invested all their avail- 
able funds in trying to acquire and operate a business of their own. 
Under present Government restrictions there is a possibility that their 
investment will be lost. 

The present owners contracted to pay former owners for the com- 
pany out of profits. At the time of the purchase last year, on a con- 
servative basis, we felt we could meet the obligation. When the Gov- 
ernment, however, cuts your production and sales by 30 percent, it is 
almost impossible for a small company to make a profit. 

Government regulations have squeezed us in several ways. Under 
a lead restriction order M-38 we are limited in our manufacture dur- 
ing the last 6 months of this year to that number of batteries manu- 
factured in the first 6 months of 1950. The battery business is sea- 
sonal. 

Last year we manufactured 35 percent of the total year’s produc- 
tion in the first 6 months, 65 percent in the last 6 months—almost twice 
as many batteries in the last 6 months as compared with the period 
chosen by the Government for a base period. In a very seasonal busi 
ness, is it fair that the slowest part of the year be used as a base for 
allocation ? 

We have, with the help of the local Department of Commerce of- 
fice, the National Production Authority, applied for relief, but we 
have not obtained it as yet. 

We are at a distinct disadvantage with many of the large battery 
manufacturing companies. Some of these companies were making bat- 
teries for the Government during the base period in 1950. Under the 
interpretation of the lead order, all the lead used to make Government 
batteries in the base period can be used to make civilian batteries now, 
and additional lead over and above the base period allocation can be 
secured for any current Government business. This penalized us, as 
a small company who did not have Government defense orders during 
the base period. 

Other major companies made batteries for new car manufacturers 
during the base period. As you know, new cars are being limited. 
The companies who make their batteries are saying to their distributor 
outlets that since new cars will not demand as many batteries, they 
will be able to increase the number of batteries available to distribu 
tors because of a high base period production. 

We are having to tell our distributors that we can only give them 
one-half the batteries we gave them last year during the next 6 months. 
Some of our distributors are threatening to leave us because other 
companies are offering to take care of their full needs. 

The supply of lead, the basic ingredient in the automobile storage 
battery, has been curtailed indirectly by Government restrictions. 
Very roughly, of the total lead consumption in this country, one-third 
comes from domestic mine production, one-third from reclaiming 
scrap lead, and one-third is imported. The Government has placed 
a ceiling on lead at 17 cents a pound. There is no world ceiling price 
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on foreign lead, which is now selling at 21 cents a pound. Naturally, 
foreign producers of lead sell lead to the person who will pay the 
highest price. Therefore, we are not receiving the necessary import 
of foreign lead. 

You may believe that prices are frozen. When we are supplied 
with foreign lead, we are forced to pay more than the ceiling price of 
17 cents. You cannot blame our suppliers,of lead for passing on their 
increased costs. The Government ceiling price on lead not only de- 
creases the supply of lead, but forces us to absorb an increased cost 
of raw material. 

We have made strong efforts to secure Government business. I 
personally called on the Army Ordnance officials in Detroit. The re- 
ception was cordial, but I was informed of many road blocks before 
we could be pul on the approved list. to bid. An investment of ap- 
proXimately 85.000 would have to be made before we could be allowed 
to bid. Then there was no assurance of business. Although plants 
of our size have made the particular types of batteries required by 
the Government, I was led to believe that only the larger companies 
were equipped to make Government batteries. 

We also have a small machine shop equipped with five presses. We 
used to make battery cables, but have been unable to secure any copper 
wire. We would very much like to obtain a small Government con- 
tract, but since procurement is not decentralized, and prime contracts 
are too large for us to handle, it seems like it is impossible for us to 
put that machinery to our use or to use on defense work. 

Our problem, and I suspect it is typical of many other small manu 
facturers, could be eased off, if three steps were taken 4 


One, in regard to lead, a most equitable base period for our business 
in the battery industry were established, that was fair to both small 
and large companies, fair to those who had Government business or 


new-car business; 

Two, if more lead were made available either by Government pur- 
chase of foreign lead, or by raising the Americanm ceiling price to the 
world price and allowing manufacturers to adjust their prices; 

And three, if decentralization of Government procurement were 
made so that all parts of the country, and both small and large busi- 
ness, shared proportionately. 

Mr. Hitz. You have got two or three questions in there that I think 
we will take in order. 

I think the first question was concerning the base period, and that 
is a problem for the Office of Price Stabilization, or the National 
Production Authority, rather. Mr. Bartlett. 

Mr. Bartierr. In order to establish the base period we had to take 
into consideration the demand for lead, I mean, considering the 
national demand, I mean, considering the specific area or region, and 
for that reason section 12 was made particularly broad in applying for 
adjustments to cover your base period which may differ from the 
national average, or any other undue hardship. As I understand, 
you did file under that provision? 

Mr. Lee Hiwt. Yes. We have filed for relief. The lead order 
applies to all the lead industry, and the battery industry I think that 
was very unfair, because I think it took the slowest part of our pro- 
duction year. In other lead-consuming industries, such as the plumb- 
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ing end of it, that does not affect them, because their business is not 
that seasonal. 

Mr. Bartrierr. That is the reason we wrote section 11 of this par- 
ticular order M-—38 as we did. 

Mr. Lee Hitt. We have had no word from other companies, other 
battery manufacturing companies, that they have been able to secure 
relief. Weare all in the same boat. 

Mr. Bartierr. How long ago did you file your application for 
relief ? 

Mr. Lee Hitz. We filed about a week ago. 

Mr. Barrierr. Well, we will certainly be glad to give you all the 
help we can. You filed it through the regional office, did you? 

Mr. Lee Hiv. Your office has been very helpful. We wrote Mr. 
Pritchett about a month and a half ago in Washington, and he re- 
turned it to your office for processing, saying they were trying to 
decentralize the applications for relief. 

Mr. Hutz. We hope you can help him. 

Mr. Barrierr. I am sure we will do everything within our power 
to do something for him. 

Mr. Hitz. That is the one I recall. 

Now, did you have a question, Mr. Curtis? 

Mr. Curtis. No. 

Mr. Hitt. Another one was in regard to the use of lead, and I was 
interested in a discussion you gave of the price of lead here and the 
price of foreign lead and the importation, and so forth. 

I might say, as a member of a special committee that has been work 
ing with the mining interests, that that lead proposition is something 
I don’t know too much about. 

Do you know anything in your department on the allocation of lead 
at all, Mr. McCormick ? 

Mr. McCormick. Mr, Chairman, I feel as though I had been in a 
no-hit no-run ball game here today. 

Mr. Hii. You mean that we have missed you ? 

Mr. McCormick. Yes, sir, Mr. Hill. It is true that this price that 
this gentleman speaks about is adequate, so far as I can Mnatidiee, 
from the industry committee and the lead people for that industry, 
therefore so far as we are concerned we have to let the lead price 
alone. 

No. 2, we certainly would not consider, in my opinion, raising the 
lead price, which is adequate, to the world price. That would not be 
price control, to meet a situation like that. 

Again I go back to that copper problem that we met up in 
Montana. 

Mr. Curtis. Is part of that import price, our duty on it? There is 
a duty on it? 

Mr. McCormick. I cannot say what has happened to that particular 
point, but I know this, that Mr. Hill is right when he says that the 
imported lead price is considerably in excess of our ceiling price. 
I know that. What I would like to do, Mr. Hill, is to find out exactly 
whether the prices being offered him for imported lead faJl into the 
normal pattern of prices. I would like to sit down with him on that. 

Mr. Hitz. Will you do that, and have a conference with him, and 
just tell him your story. I might say that the witness is no relation 
of mine. That will help you out a little. 
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Mr. McCormick. That is on price control. 

Mr. Lee Hitt. On your question about the duty, there was a 1-cent 
duty as of last year, the Ist of January, and that was raised to 24% 
cents, and I believe it has been recently reduced to 1 cent or one- 
quarter cent a pound. 

Mr. Curtis. Well, what is the point of duty! What comment do 
you have to make about a duty on lead ¢ 

Mr. Ler Hiww. I am neither a Democrat nor a Republican. I would 
like to protect the home industry. But when the duty, I think, is 
designed to protect the home-mining industry, that is all right, but 
instead of protecting the home-mining industry it is driving the bat- 
tery people out of business, because we don’t have the lead. 

Mr. Datmas. I would like to ask Mr. Hill, the witness, whether you 
have tried to sell the General Services Administration any batteries. 

Mr. Lee Huw. We are getting some quotations for them in order, 
and we have sold them some batteries. The large contracts, or mediwn 
sized, I would say $50,000 to $100,000, are let by Army Ordnance, and 
they gave me a very nice reception, a very nice pat on the back, and 
told me all the reasons why we could not meet their requirements. 

Mr. Datmas. Of course, you would have to have your battery ac- 
cepted. That comes down to acceptance. If you had never sold the 
Government, you have to get somebody to test it and they must accept 
your battery first. 

Mr. Lee Hutz. That is correct, and we have submitted samples for 
the testing. They are requesting that we had to use Government con- 
tainers, that is, Government boxes to make the batteries, and those 
things cost around $2,000 to make the molds. 

That was part of my statement, that I said it would require an 
investment of $5,000, just to be put on the list to bid. 

Admiral Rrve. I might again say something; I think we are talking 
about two different things. The Government is not going to buy, and 
vou would not want your Government to buy, a pig ina poke. If you 
have submitted sample batteries for test. [ don’t know how long back 
it has been, or how fast the testing agency has proceeded with the 
test, but if it has gone too slowly maybe we can do something to spring 
them into faster action. But so far as your having to put $5,000 worth 
of any other type of equipment, if you have or can produce a battery 
which will meet the Government test, you don’t have to put in a nickel’s 
worth of equipment, if you can produce a battery. 

I am a little confused as to the stipulation that you spend $5,000. 
| don’t know what it is for. 

Mr. Lee Hitz. The Government requires a special-sized box, it re- 
quires a special size container. 

Admiral Rivne. That is, in order to meet the Government specifica- 
tions, you have to provide equipment that you do not now have? 

Mr. Lee Hitt. That is correct. 

Admiral Rive. I am sorry, but that is quite natural. 

Mr. Ler Hitz. He would have to do that. 

Mr. Curtis. Let me understand this. Tne Government batteries— 
this is for automobiles, automotive equipment ? 

Mr. Ler Hix. Automobiles, tanks, and so forth. 

Mr. Curtis. I don’t quite understand why there should be other 
than a standard battery, standard size. 
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Admiral Rive. Is this the 24-volt size? 

Mr. Lee Huw. Either 12 or 24. 

Admiral Rive. Which departs from the average commercial spec- 
ification ? 

Mr. Lee Hix. Yes. We would use the same insides as we make i: 
our standard batteries, but the cost involved is in getting special molds 
made to make the larger cases which are required for Government 
batteries. 

Admiral Rrra. I would like to point out to Mr. Curtis that that i: 
because Army Ordnance has lone a lot of work on that, because of the 
very rough surface that many Government vehicles today possess, and 
Ordnance decided that the strongest, heaviest cases would last longer 
and save us money in the end. 

Mr. Curtis. Of course, you know we are very much interested i 
standards, as much as there can be, but we do appreciate that th 
military had to occasionally deviate. Thank you. 

Mr. Lee Hinw. Thank you. 

Mr. Hinz. Now, I have a few names that I would like to call to 
your attention, and if there are any of them here, all right, well 
and good. 

Herman Creager, No. 21 on the list. Herman Creager of the 
Creager Manufacturing Co. 


STATEMENT OF J. F. BOLAS, REPRESENTING WESTERN FILE 
SERVICE 


Mr. Hii. You may proceed. 

Mr. Boras. Mr. Chairman and gentleman, I don’t have any com- 
plaint to make, only this: During the last war I sharpened thousands 
and thousands and thousands and thousands of tools for the armed 
services, including the Navy, the Air Force, Ordnance, and different 
places like that. 

Now, I am trying to get some of that business again during this 
war. I have been to every place I can find in town here that had 
information on that, and there is no one who seems to know where 
I should get that business again. 

Now, this is just it, and it should interest the Government and the 
armed services, just as much as it does me, because a file, we sharpen it 
for about 25 percent of the cost of a new file, and we guarantee the file 
to be as sharp as a new file when we are through with it, and we can 
sharpen them just as good as new. 

Now, I go to the armed services and they say, “Go to the supply 
officer.” 

I believe I wrote to your place in Washington, and they said to go 
to San Diego, Seattle, Mare Island, and what is the name of this 
other place—Great Lakes—and New Orleans. 

They have all written to me and told me, “We put your letter on 
file, put your catalog sheets, and so forth, on file.” That is all we 
hear. 

I write to the supply officer and he says, “IT am procuring stuff.” 

Now, who do I go to to get to service our stuff, that is what I want 
to know ¢ 

Mr. Hix. Who can answer that question ? 

Mr. Curtis. This is the same one as Mr. Rush brought forward, 
having to do with repair. 
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Admiral Rive. Mr. Chairman, this seems to be Ring’s day in court. 

May I try to answer it? 

Mr. Hiiw. Certainly. 

Admiral Rrve. I have done more talking than most of the wit- 
nesses, 1-think. I think that Mr. Creager’s problem is pretty much 
on all fours with that of Jerry Rush. It is the same type of problem 
that Mr. Rush mentioned here. 

Now, as to the question who you go to on the sharpening of tools, 
the first thing that would occur to me would be that your manufactur 
ing arsenals would be better than any of the other places that you 
have named. 

In other words, the Government in Washington, we have a naval 
gun factory in Washington. Now, whether or not you have made an 
impression—you have made a very fine suggestion—and I think my 
basic thought would be that within the District of Columbia, Virginia, 
or Maryland would be the best places, and I think this would satisfy 
you, that we make sure that instead of throwing a valuable tool or 
valuable file away, that we get it refurbished, resharpened, or as Mr. 
Rush pointed out, mended, in order to avoid throwing the stuff away. 

Now, so far as the local thing is concerned, you have the Rocky 
Mountain Arsenal here, and you have the chemical people, and you 
have the Lowry Air Force Base, and they are about the only local 
people who would be in position of repairable items which you have 
the capacity to repair. 

Have you contacted them, either Mr. Jowell, or the Lowry Air 
Force Base / 

Mr. Boras. I have written to them, and they send me notice that 
they are buying new files. They might well get the files sharpened, 
because it is just as good as new. 

Admiral Ring. I think that both Mr. Rush and Mr. Creager, to use 
a technical name- 

Mr. Botas. My name is Bolas. 

Admiral Ring. Well, I think that both Mr. Rush and Mr. Creager 
are talking about what we call technically—well, what we need is a 
higher degree of use of these gloves and jackets, and files and other 
things, and have these files and other things sharpened, rather than to 
throw them away. It isa problem that I cannot give Mr. Boles a flat 
answer on, but once I can, I assure this committee I will try to do 
something and notify him. 

Mr. Boxias. During the last war I got files from the Kaiser Industry, 
North American Aviation, McDonald, the outfit in Wichita, Kans., 
Continental, and out here at the modification center, and places like 
that. Now I don’t get any from where you spoke of, in Aberdeen or 
those places. 

Admiral Ring. Have you tried to contact those places? Those 
commercial forces 

Mr. Boras. Well, 1 get outside work. 

Admiral Rivne. | misunderstood you. I thought you meant you 
had Government work in World War II. 

Mr. Boras. I had a lot of Government work. 

Admiral Rivne. I meant military government work. 

Mr. Boas. Yes. 

Admiral Ring. You just said you got it from the Kaiser Industries, 
that was Henry Kaiser, and you got work from firm contractors who 
were working on Government contracts, so far as I can determine 
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from your present statement, and you did not get any tools shipped 
to you from any arsenal. 

Mr. Boas. Yes, I did; from Rock Island once or twice. 

Admiral Rrne. Well, I will have to go into the thing. I cannot 
give Mr. Bolas the answer at the moment. 

Mr. Hitz. You will talk to him? 

Mr. Boras. Yes; I will be glad to. 

Mr. Hitt. Mr. Rush, I see you had your hand up. 

Mr. Rusu. The admiral asked the question as to whether or not this 
gentleman had followed up these things. I have been. I followed the 
National Production Authority's recommendation that I would find 
a complete list—they said that I should file a complete list of the 
a that I have on hand, the amount of skilled labor I have 
available, the amount of experience that I have, and I have done all! 
of that. And I have left no stone unturned, and if an answer could 
be gotten I would appreciate it very much. 

The same thing is true of tanning in the local area. I would like to 
submit some samples of local tanning as an example, if I can, to the 
committee. We were talking about specifications, and I would like to 
have the committee look over this local tanning as compared to what 
you get back East and see what the committee thinks about Colorado 
tanning. 

I think the specifications that they have got on tanning is all wrong. 
I might be all wet, but I would like to have the committee look them 
over. 

For the record, I would like to bring down a couple of pairs of 
gloves, one made out of skins that were tanned in New York, and one 
made out of skins that were tanned locally, by a local firm here in 
Denver, that does my tanning, and see why their leather was not ac- 
cepted and why they have gotten the run-around that they have. They 
have submitted skins and samples, and have got nothing. If I may 
do that I will appreciate it. 

Mr. Datmas. We will be glad to have them submitted and pass them 
on to the armed services for examination. 

Mr. Rusu. These gloves are dress gloves. What I am submitting 
is the quality of the leather. That is something I personally have 
nothing to do with, but it is one of the things I have seen happening 
around here. Here is a condition that I think could be corrected. 

Mr. Hirt. If you will bring them down to the Brown Palace Hote! 
where Mr. Dalmas is staying, and mark them for him he will get them. 

Mr. Rusu. Thank yon. What is the name? 

Mr. Daumas. D-a-l-m-a-s, Dalmas. 

Now, I have here the president of the Screw Machine Products Co. 
who wishes to testify in place of Mr. Birmingham, is that correct ? 

Mr. Bravxman. Yes. 


STATEMENT OF C. A. BRAUKMAN, SCREW MACHINE & PRODUCTS 
CO., DENVER, COLO. 


Mr. Huw. Will you identify yourself for the record? 

Mr. Bravkman. Yes, sir. It isC. A. Braukman, and I am with the 
Screw Machine & Products Co. of Denver. 

Mr. Chairman and members of the committee, I am a manufacturer 
of small metal products in mass production. I come here without a 
complaint in the world. I have a plant employing 35 people. We 
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started our third shift today, and we are 80 to 90 percent converted to 
war work, and are having no trouble at all. 

I have been in six different industries in the Rocky Mountain States. 
I have worked for the War Production Board, the Small War Plants 
Corporation, and I have been an employee of the United States Gov- 
ernment in four different capacities, one of which was regional 
director. 

I have listened today to people telling about their troubles. 

[I am sympathetic with them. I know what these troubles are. I 
have had enough experience myself in order to know how to get 
around some of their troubles. 

Now, I would like to give this committee one thought that I wish 
you would make very emphatic when you make up your final report 
as to what Colorado needs, what this region needs more than anything 
else is not individual help for this fellow or that fellow, but they 
need some prime contracting industries in here. People that can pass 
out subcontract work. 

I am a subcontractor, and I have got all the work I can do. I have 
had to go out and get it, because there are not enough prime con- 
tractors here. 

Why can’t you gentlemen see to it that when a new plant is author- 
ized, where you put it in a safe location, as far from a border as you 
can get it, instead of planting it on the Atlantic or the Pacific or 
Canadian borders? 

The greatest percentage of our industry is located in that triangle, 
around Detroit, Chicago, Toledo, Indianapolis, and from there on 
east and a few bombs in that place, they can drop them almost any- 
where, anywhere you see a city, and they would hit. 

Now, why not put some of those new plants out here, instead of 
letting these big corporations add to what they have got right there. 
Now that is what will be the salvation of this part of the country and 
all the little fellows here will be able to take their small plants and put 
them right behind those other big ones. We can use them out here. 

Housing is not any more trouble here than it is somewhere else. 
I would like to leave that thought with you. Thank you. 

Mr. Hitz. Thank you very much indeed. Iam sure this committee 
feels the same way about putting the industry around. 

Now, is Mr. John Vicary here? 

Mr. McFurrson. My name is McPherson, and I was the one who 
was requested to appear in place of Mr. Birmingham. 

Mr. Hii. Well, will you wait just a moment, please? We will call 
Mr. Vicary and see if he is here. If he is not, then you are next. 

O. K., Mr. McPherson, ‘you may come up here. This is Mr. Louis 
W. McPherson, is that correct, Mr. McPherson ? 

Mr. McPuerson. Yes, sir. 

Mr. Hr. Will you make it as quick as you can and we will try not 
to interrupt you. 


STATEMENT OF LOUIS W. McPHERSON, OWNER OF THE McPHERSON 
CORP., DENVER, COLO. 


Mr. McPurrson. My name is Louis W. McPherson, and I have the 
McPherson Corp. here in Denver. 

We are a nonferrous foundry, and we make raw castings only, no 
finished products. Aluminum and brass are the materials we work 
with. In other words, we are working with controlled materials. 
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I have one very specific point that I want to bring out here in 
regard to your CMP regulation in NPA. CMP Regulation 1 
set up a method whereby producers may apply for an allotment of 
controlled material. It also set up a method whereby a controlled 
materials producer may apply for allotments of production material. 

There is a directive 2 to CPM Regulation 1, that has been issued, that 
gives the controlled materials producer blanket authority to use a DO. 
At the same time we have been sent forms by the NPA requesting us 
to estimate our need of pig brass during the month of August. In 
other words, our customers are required to ask for an allotment of brass 
castings, They send this request into the NPA, and the NPA approves, 
disapproves or cuts it down, and then we in turn as the controlled 
materials producer are required to duplicate this work. We must in 
turn apply to the NPA for the same poundage, the same allotment, 
before we can furnish any castings to our customers. 

Now, that is the opinion of the NPA here in Denver. What in black 
and white and plain English that regulation says is that if I want to 
I can order my pig brass using a DO. 

Of course, even that was not the intent of the regulation, I know. 
Now, our main trouble seems to be that the regulations put out by 
the Department of Commerce are in conflict too often, and our second 
point in regard to this N-46A, which was mentioned earlier here—— 

Mr. Daumas. Before you get away from here, I would like to ask 
you whether there isn’t a strong possibility that NPA might duplicate 
that tonnage, having the same requirements in from two different 
people ; 

Mr. McPuerson. In my opinion, yes. 

Mr. Datmas. So that the first thing you know they would have a 
lot more tonnage on paper than they would have to pass around. 

Mr. McPuerson. That is right. 

Mr. Datmas. Theoretically, at least. 

Mr. McPusrson. In my opinion there is a possibility. I don’t know 
what procedure they go through in Washington. 

Mr. Datmas. We don’t either. 

Mr. McPuerson. These allotments are for Class B producers and 
the controlled materials producers. The fact remains, though, that 
we are both doing the same job, we are both required to ask for the 
allotments, for exactly the same allotment. 

Mr. Datmas. The man you supply cannot pass it on to you, or can 
he ¢ 

Mr. McPuerson. He can issue an allotment number and DO num- 
ber to me, at such time as that is issued to him, but I in turn, as a 
controlled materials producer, am prohibited from passing it on to 
the pig-metal producer. Now, I might point out that in the case of 
aluminum, the NPA handled it a little differently. Of course, it is 
handled by a different division. In that case, the aluminum pig is 
the controlled material, and I am allowed to pass on the DO num- 
ber and the allotment number that I receive brut my customer. I 
get my pig metal, and everything goes through very smoothly. 

But in the case of brass, the controlled materials producer—or 
rather, the controlled material is the brass casting, not the pig metal, 
and therefore the DO number has to stop with me. 

Mr. Damas. Is there any technical reason for that ? 

Mr. McPuerson. None whatsoever, that I have been able to find 
out. 
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Mr. Daunas. In other words, the pig brass ought to be the begin- 
ning ¢ 

Mr. McPuerson. In my opinion, yes. I will not say that I know 
all of the ramifications that enter into this, but so far as I have been 
able to find out from any of the Government agencies, or from any of 
the smelters, for that matter, there is no reason why the pig brass 
should not be controlled material. 

Mr. Damas. Thank you. 

Mr. Hitz. Thank you, sir. 

Mr. McCormick. Mr. Chairman. 

Mr. Hitt. Mr. McCormick. 

Mr. McCormick. Thank you, Mr. Chairman. After discussing 
the matter of lead with Mr. Hill, he was making very clear-cut state- 
ments by the way, and I find there is no black market or gray market 
flourishing in this fine lead that they are obtaining. It is a pretty 
historical price, and the price is stable. 

As to the adequacy of the 17-cent OPS ceiling price on lead, I 
would like to check with our national office and submit at our next 
meeting on Thursday an up-to-date statement on the price of lead 
for the record. 

I have also arranged to communicate with Mr. Hill to that effect. 

Mr. Hiti. That is fine. Thank you, Leo. 

Mr. Werner? Evidently he is not here. 

Mr. McArdle? Apparently he is not here. 

Mr. Scanlan? Apparently he is not here. 

These are witnesses that we passed over before. 

Mr. Weiselmann‘/ Apparently he is not here. 

Now then. we have two other gentlemen who came in afterward. 


The first is Mr. Orr. 


STATEMENT OF C. W. ORR, REPRESENTING THE ANGORA RABBIT 
INDUSTRY 


Mr. Hitz. Now, the time is getting short, Mr. Orr, and if you 
will Just give us a little outline and file your statement we will ap- 
preciate it. 

Mr. Orr. I will do that. I have quite a long statement here, but 
{ will give it to the reporter. 

Now, we are not only a small business, but we come from one of 
the smaller towns in the State of Colorado, Palmer Lake, Colo. 

It is probably not necessary for me to take up the time in giving 
you the background of the Angora rabbit industry, inasmuch as 
it has been my privilege to appear before this committee in the 
past. A brief was presented before this committee informally on 
January 19, 1951, and it was submitted in Washington, D. C., to your 
executive director, Victor Dalmas. I am at this time submitting 
copies of the brief which was submitted at that time. 

Mr. Hitt, That may be made a part of the record. 

(The document referred to above is as follows :) 


ANGORA Woo. INDUSTRY 


In order that you may understand my interest in the Angora rabbit wool in 
dustry, I would like briefly to outline my connection with the industry I be 
gan raising Angora wool rabbits as a hobby in 1931, and soon found that if the 
ndustry was to succeed a market must be developed. 


86267—31—pt. 3 56 
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I was instrumental in organizing the American Angora Rabbit Breeders Co- 
operative, of which I have been secretary-treasurer since its inception. This 
organization has grown to a membership of 8,000 members, from every State 
in the United States. 

I am chairman of the wool committee of the American Rabbit and Cavy 
Breeders Association, a national association of rabbit breeders with more than 
15,000 members. I am executive secretary of the Angora Specialty Club, a na 
tional organization chartered under the A. R. and C. B, A. 

I was appointed Colorado State Angora rabbit wool inspector in 1940, and stil! 
have that position. I am on the board of directors and a member of the woo! 
committee of the National Council of Farmer Cooperatives, a national organi 
zation with headquarters here in Washington; on the board of directors of the 
Colorado Cooperative Council, representing all of the cooperatives in the State 
of Colorado. 

The American Angora Rabbit Breeders Cooperative, a nonprofit marketing 
association of breeders, incorporated in July 1938, with small production, has 
increased rapidly during the war, due to no imports until 1947. They produced 
more than half of the domestic production of 120,000 pounds per year. 

From this high point domestic production has declined in the past 3 years 
to approximately 25,000 pounds. This decline has been due to a large influx 
of foreign Angora rabbit wool at a price less than the cost of feed to produce a 
pound of wool, Cost of production has increased while the selling price of 
Angora rabbit wool has decreased. 

The headquarters of the Cooperative is in Colorado, but we have grower 
members in every State in the United States. There were, at the peak, some 
14,000 to 15,000 persons actively engaged in raising Angora rabbit wool in the 
United States. Many of these were disabled veterans and handicapped people 
Many are people of 50 years and over, up to as much as 85, making an independ 
ent living, which they were unable to earn in any other way. 

The first imports before the war, of which we have records, were 7,917 pounds 
in 1930, at the average price of $7.40 per pound. In 1933, we began getting 
shipments from Japan, and this tended to bring the price down until the first 
6 months of 1941, our only imports were from Japan, 50,629 pounds at $2.65 per 
pound. The largest imports in any one year before 1949 were in 1938, when 
122,711 pounds were imported, mostly from France and England, at the average 
price of $4.48 per pound. Then, in 1949, there were 130,291 pounds, and when 
the final figures are in, the 1950 imports will probably exceed 200,000 pounds 

Imports during the war were nil, except from Canada and Mexico, and we 
were able to get the industry started in the United States. Our production in 
1947, which was our peak year, was estimated at 120,000 pounds. (This figure 
is also given in survey by the United States Department of Agriculture, as 
shown in Bulletin 785.) This was equal to the imports in any one year up to 


1949. 





a) 








Imports ! Domestic production 
Year | . 
, , | Average . erage 
Pounds Value A my Pounds | Value | — 
ars eas ae eee ek —-——-|-—— — A era Saree e st aera 

1930 7,917 | $58, 584 | $7.40 | oe | 
1931 2,094 | 140,906 | 6.10 | ; t 
1932 18, 588 | 63, 370 3.41 | 
1983 12, 221 | Su), 480 | 4.13 
1934 6, 273 29, 998 4.78 
1985 18,603 | 66, 200 | 3.56 | 
1936 16, 400 66, 200 4.04 
1937 7.900 | 133, 700 | 2.79 | 
1938 122,711 | 576, 787 | 4.48 | 1,700 | $12,000 | $7 
1939 101, 100 | 515, 100 5.09 | 4,000 | 28, 968 7.24 
1940 | 43,381 | 178, 122 | 4.09 | 12, 500 | 47, 514 3.50 
1941 | 56, 629 | 134, 208 2.65 | 19, 000 80, 000 4.2 
1942 int 24,000 | 124, 000 : 
1943 . Brerm | 27,000 | 180, 000 | 6 
1944 | 533 | 7, 056 13. 23 | 36, 000 | 302, 000 | 8 
1945 1, 283 &, 715 | 6. 79 | 64, 000 570, 356 | 8. 
1946 68,030 | 612, 270 | 8.77 | 120,000 | 1,080, 000 | 9. 
1947 30,791 | 249, 837 9.00 85, 000 745, 450 | 8.7 
1948 : } 122150) 855,116 7.00 | 62,760 | 439,320 | 7 
1949 | 130, 291 694, 451 5.33 25,000 | 150, 000 | 





! Figures on imports furnished by U. S, Department of Commerce. 
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To show how rapidly Angora rabbit wool industry can grow, France shipped 
into the United States 7,867 pounds in the year 1930, and in the period of 8 
years, increased her shipments to 101,200 pounds in 1938. Our imports from 
Mexico increased four times in 1 year from 1946 to 1947. Our domestic produc- 
tion in 1938 was about 2,000 pounds, and increased to 120,000 pounds in 1947. 


PRODUCTION 


What can be expected by way of production of Angora rabbit wool if pushed 
under the proper environment : 


A comparison between increase in production of sheep and rabbits 


Firat Second 
year year 
eS 6 6 
8 { 
13 
14 


23 ewes 
<8 


184 pounds of wool 


$ 6 9 First 15 18 #1 24 
mouths months months year months months months months 
6 does... 36 36 36 36 36 36 36 36 
is 108 108 108 108 108 108 
18 108 108 108 108 108 
72 132 432 432 432 
126 756 756 756 
342 2; 052 2, 052 
720 +, 320 


3, 048 
Breeding does, 3,048; production capacity, 10,860 pounds. 


Figuring increase in sheep at 130 percent, and wool 8 pounds per sheep, which 
are liberal figures, the production capacity at the end of 2 years Would not be 
over 256 pounds, or 184 pounds, if half increase were rams. 

Figure a normal rabbit litter of six per litter, half does, and four litters per 
year, at the end of 2 years six does would have produced, together with their 
young, 3,048 breeding does, and have a production capacity of 10,860 pounds 
of wool, or more than 40 times that of the same number of sheep. Now, if 
we have 25,000 Angora wool rabbits of breeding age in the United States, and 
probably more than half of them are does, we could have in 2 years a production 
capacity of 20,000,000 pounds. These production figures are based on actual 
experiences and can be verified by any rabbit breeder. The reproduction rate 
in meat-rabbit production is much higher than this. 

In order to obtain these production goals, it is going to be necessary to have 
a redistribution of breeding-stock money necessary to get the breeders back 
on their feet, where they can again get loans from PCA to rehabilitate their 
pens, pay for wool as received at the warehouse, expand warehouse facilities, 
and enlarge pilot plant facilities. 

Germany realized the importance of Angora rabbit wool in World War II and 
Hitler decreed that Angora rabbits be increased by 1,000,000 each year, and put 
on a campaign to educate the farmer and city dweller to raise rabbits, feeding 
them only table scraps and waste vegetable material. 

France now realizes the need for Angora rabbit wool, and is increasing 
their production with Government aid. Most of the imports into the United 
States during the year 1950 came from France. Those will probably be de- 

reased as the supply becomes scarce, but, in any case, they will increase the 
price just the same, as was the case in sheeps wool and cashmere. 

It would be to the advantage of the war effort to agree to stockpile up to 
20,000,000 pounds of Angora rabbit wool] at parity, figured on a five-year aver- 
ize price. This would insure the breeders a reasonable profit above cost of 
production. This agreement to stockpile at a fixed price would bring the indus- 
try back, but slowly. 

It is proposed in order to bring up the production to the 20,000,000 pounds 
n about 2 years that a fund of $5,000,000 be set up as a loan to the corporation 
for development and expansion of present facilities. 











2734 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


There is a great need for Angora rabbit wool in the Armed Forces in order 
te produce warm, light clothing. Tests have been in progress for the past 2 years 
by the Research and Development Laboratories at Philadelphia Quartermaster 
Depot. Quoting from a letter dated August 12, 1949, by Stanley Backer, head 
of the Textile Materials Engineering Laboratory, “confirming our conversation 
of this morning, I am forwarding herewith thermal insulation values of several 
fabrics compared with Angora material. It is seen in this data that pure 
Angora fabric submitted possesses unusually high insulation per thickness and 
per weight. Other materials are seen to match it on an insulation per weight 
basis, but it ranks first among the materials reported on herein in insulation 
per thickness.” 

Fiber glass ranked first on this test on insulation per weight, and has been 
tried for clothing for this reason, but it lacks resilience, and therefore, breaks 
down in actual use. It is my understanding that its use in army clothing caused 
the loss of some $11,000,000, and, therefore, has been discontinued, 

The resilience of Angora is greater than wool test of blanket material as 
follows: 


Compressional Resiliency 

Percent 
TG, I i cepctiniitiniidinenittiinnuieteditninel ot a << 
We CO i ieiccitinitetingethncinalimmniiniern nian aimiieionation oan piiiaiiernistgeae 

One of the reasons for the superior quality of Angora rabbit wool is that it is 
a very fine hollow fiber. The cut shows a cross section giving a comparison with 
very fine sheep’s wool. This shows why we have the excellent resilience and 
insulation in Angora rabbit wool, as each fiber has a permanent dead-air space. 


TESTS 


Tests are now in progress on the raw Angora fiber at the Mellon Institute of 
Industrial Research, University of Pittsburgh. Further tests are being made on 
socks and underwear, using blends of Angora rabbit wool, sheep's wool, silk, and 
nylon for shrinkage, abrasion, and thermal insulation at the Research and De- 
velopment Laboratories, Philadelphia, Pa. Samples have been submitted, and 
tests are in progress on lining material at the Aero-Medical Laboratory, Wright- 
Patterson Air Force Base. 

The production of Angora rabbit wool is very essential for the war effort, 
since sheep woo! is in short supply. The 30,000,000 pounds of sheep's wool which 
the Commodity Credit Corporation is presently purchasing is only a small part 
of the requirements. None of this wool is available in the United States and 
must be purchased in South Africa, Argentina, New Zealand, and Australia at 
greatly inflated prices. 

We can blend Angora rabbit wool with sheep’s wool and other fibers, and thus 
supply part of our critical clothing need. All tests have shown that Angora 
rabbit wool is a superior fiber. Facilities are available to increase production 
quickly to 20,000,000 pounds in the next 2 years. The price of Angora rabbit 
wool is more reasonable than sheep’s wool when figured on an insulating-unit 
basis, and not price per pound. The labor required to produce this wool will not 
detract from the short labor supply, since it will be produced by labor which 
will not be used in war plants. 

This loan is merely an emergency loan to get an industry back on its feet, 
where it can again qualify for PCA loans and other bank loans to carry on pro- 
duction. The need for wool is great, and we can supply our share of this critical 
clothing commodity. 

Mr. Orr. We have been trying for the past 13 years to build a small 
business which would be a source of income to many people who really 
need it. We believe the Angora rabbit breeders had a very worth- 
while contribution to make in the production of raw animal fiber of 
unusual merit. When the undeclared war started in Korea, with a 
shortage of sheep wool, we felt that surely the time had come for the 
recognition of our product. Tests had already been made by the Quar- 
termaster Department at Philadelphia, and had shown that in insula- 
tion value 1 pound of Angora wool would equal in insulation 8 pounds 


of sheep wool. 
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So on September 18, 1950, we wrote the National Production Au- 
thority asking them to give consideration to the use of this wool to 
augment sheep wool. This was referred to the Munitions Board on 
September 25, then to the Quartermaster General’s office on January 
6, 1951. 

About January 19, 1951, I made a trip to Washington to try to get 
some assistance to build up a stock of Angora rabbit wool. After 
contacting the men in authority in the Army, Navy, and Air Force 
and sending them samples for experimental work on Angora socks, 
underwear, and blanket materials, the question which they all raised 
was, “Can it be produced in quantity ¢” 

To overcome this objection we decided to ask for a support price 
in order to assure the growers of a permanent market for at least a 
year. We contacted all of the Angora breeder associations and pre- 
pared a brief that was submitted to the Secretary of Agriculture on 
March 20, 1951, asking for a formal hearing. This represented 90 
to 95-percent of the Angora rabbit breeders in the United States. 
This request for a hearing was refused on May 3, 1951, giving tech- 
nical reasons in the law why it was not feasible to comply with our 
request. 

However, it is the opinion of the majority of the growers, the 
main reason seems to be that the Department of Agriculture is afraid 
of the large production which could be achieved in a short time, and 
the consequences of such large production of Angora wool, if military 
procurement fell off before the price of Angora wool reached a level 
which would make it more competitive with other fibers. They prob- 
ably feel that they would be left holding the bag, and might be re- 
quested to maintain support for a long period of time, even though 
in our brief we suggest that supports be withdraw as soon as adequate 
protection is achieved. 

We frankly do not believe the Department has given too serious 
consideration to our proposal, and they are not aware of the full ex- 
tent of the interest of the Air Force for high insulating and light 
weight. 

We tried to obtain a research contract in order to make certain 
tests and bring them to the attention of the Air Force. In an inter- 
view with Dr. Hunter and a Mr. Ewing Kruegel of the Research and 
Development Branch of the Quartermaster Corps, who have the 
power to grant research contracts, I was told that they were not 
giving any research contracts to small business, that we should have 
du Pont or the American Woolen Co. do the research work. An in- 
vestigation will show that these men are former employees of these 
companies. 

When loans were first made available through the Reconstruction 
Finance Corporation we made application in Washington, D. C., only 
to find that cooperatives were not included or eligible for such loans. 
In order to overcome this obstacle a corporation was set up with a 
contract with the cooperative for the use of their mill. 

Inquiry has been made to the Reconstruction Finance Corporation 
office here in Denver as to what sort of a loan could be made in order 
to finance an order for the Government. We were informed that they 
could only finance us for a percentage of our actual physical assets 
and would not consider an assignment of contract. 
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My considerate opinion is that it would be much wiser to spend some 
of the billions we are now spending to rehabilitate our own people 
and produce raw materials in this country, instead of in greater and 
greater measure becoming dependent upon import for our vital raw 
materials such as wool; that it would be much more considerate of our 
soldiers in cold countries like Korea to supply them with warm Angora 
socks and underwear, than have the casualties that occurred this win 
ter, from improper clothing. 

Du Pont spent $30 million last year on addition to their research 
laboratory. This amount is deductible from taxes. It is impossible for 
small business to build such laboratories, so smal] business 1s not being 
given research contracts, and you probably realize, as well as I do, that 
there will be no research on Angora wool in a synthetic laboratory. 

Mr. Hii, Thank you, Mr. Orr, and I might say before you leave 
the chair, I believe that is something you might take up with the ad 
miral here and see if we can get a little experimental work done on that. 

As most of us do not know, Mr. Orr has appeared before our Com 
mittee on Agriculture, and we have discussed this Angora rabbit affair 
from every angle, and as he knows we have practically come up against 
a stone wall every time, but we won't give up, and neither is Mr. Orr 
giving up, so the admiral can do a little work on research on that mat 
ter of producing Angora wool, and if he will do that we will appreciate 
it very much. 

Mr. O’DonNNELL, It is quite true that under our peacetime law we 

cannot consider an assignment of contract as such as constituting the 
necessary security for a loan, and until such time as Congress changes 
the law or passes the Smaller Defense Plants Act, we are in that posi 
tion. ; 
I mentioned earlier this morning, though, Mr. Chairman, that the 
Reconstruction Finance Corporation has been of great assistance to 
small business, and I think that is emphasized by the fact that eight 
of the 25 concerns listed as having testified here today have either 
been in the past or presently are being aided by the RFC’s small-busi- 
ness loans. 

Mr. Huw. Thank you. 

Now, we have a request from a gentleman here to speak on fair trade. 
We have two more witnesses, and if you can bear with us, we will try 
and finish up with two more witnesses. 

Well, Mr. Norman, you are the gentleman I am talking about. Will 
you come forward, please ? 


STATEMENT OF WAYNE NORMAN, PRESIDENT, COLORADO 
PHARMACEUTICAL ASSOCIATION 


Mr. Norman. Congressman Hill and members of the committee, | 
do have a very lengthy discourse here that I am going to pass over 
to the Reporter. 

Mr. Hiww. All right. That may be made a part of the record. 

(The document referred to above is as follows :) 


¢ 


In the early 1980's the first fair-trade laws were passed with the blessing of 
the United States Congress where the national enabling legislation—the Miller 
Tydings Act—was passed. The Miller-Tydings Act was passed to make it 
possible for the States to adopt their own fair-trade laws. Forty-five States 
saw the wisdom of this type legislation and adopted fair-trade laws. Only Texas, 
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Vermont, and Missouri—through the 20-year history of fair trade—failed to 
attain passage of this law. Colorado’s Fair Trade Act was passed and approved 
on March 15, 1987, and has served the manufacturer, the distributor, and the 
consumer in Colorado—with the highest distinction—for 14 years. Now let’s 
examine the fair-trade law for just a few minutes and learn some of the very 
important things about it. 

1. What is fair trade? 

(A) Fair trade is, and always has been, primarily a manufaturer’s law—a 
trade-mark protection at the retail level. Let me quote from the Colorado law— 
“It is an act to protect trade-mark owners, distributors, and the public against 
injurious and uneconomic practices in the distribution of articles of standard 
quality, under a distinguished trade-mark, brand, or name.” So you see that 
it was, and is (1) law to protect a manufacturer’s brand name, and (2) a pro- 
tection to the distributor and the consumer against uneconomic business practices. 

(B) Fair trade is a permissive law—note a mandatory law. A manufacturer 
may, if he wishes, place his products under fair-trade contract, but he does not 
have to do so. The manufacturer is the one who makes such a decision, and 
no one else. Fair-trade laws give the manufacturers the legal right to say to 
the retailer, “You may cut prices on our products, but not below a certain point, 
for we desire to maintain our reputation for quality mechandise—we do not wish 
to cheapen the value of our products in the eyes of the consumers. For example, 
you may sell our $1 item for 98 cents, 89 cents, or 79 cents, or at whatever mini- 
mum price we may establish, but not for less than that minimum. You may en 
gage in price competition—using our products—but you must be fair in your prac- 
tices, fair to the maker of the products and fair to the consumer who buys the 
products.” 

The courts of this country have many times ruled fair trade to be a constitu- 
tional law, and these same courts have recognized that the manufacturer of 
a trade-marked commodity is entitled to legal protection for his good will and 
reputation for quality, which are connected with that commodity. The United 
States Supreme Court ruled several years ago that good will is, in a very real 
sense, property, injury to which, like injury to any other kind of property, is 
a proper subject for protective legislation. Now, let us remember this one thing, 
in particular, for it is quite generally misunderstood—the distributor (or retail 
merchant) buys the commodity, but he does not buy the trade-mark which 
appears on that commodity, and which symbolizes the good will and reputation 
of the maker. There is nothing in the fair-trade law which prohibits the mer- 
chant from removing the distinguishing trade-mark and brand name, from the 
commodity (which he owns) and then selling that commodity at any price he 
desires—provided that he dees so without, in any way, utilizing the trade-mark, 
brand name, reputation, or good will as a selling point. (Of course, this would 
be an extremely hard thing to do, because the vast majority of consumers buy 
trade-marked brands and they want to know just what they are buying.) Man- 
ufacturers of nationally advertised brands are selling with their trade-marked 
commodity. They must depend on repeat business if they are to remain on the 
scene of the highly competitive American market, and to get that repeat business, 
they must have a quality product, backed by expensive advertising. Therefore, 
it would appear that the manufacturer is entitled to the protection which he 
receives from the fair-trade law. 

Here is the part that has caused all the trouble. 

The fair-trade law contained a provision which stated that signed contracts 
between manufacturers and retailers were binding upon all other retailers 
whether or not they signed the agreements. This was so worded to make the 
law operative and workable, because it had to be applicable to all retailers or 
there would not have been any signers at all—nor any protection for the manu- 
facturer’s trade-mark. This was the clause which was invalidated by the 
United States Supreme Court ruling in which they differed with the original 
intent of the law. Aside from the nonsigner clause, the balance of the law is 
constitutional and it is my personal belief that after all the shouting has died 
down, and the newspaper smoke screen has been cleared away, we will have a 
more potent and more effective fair-trade law than we have ever had. 

There is a clause in the fair trade law which states that no product may be 
fair-traded unless it is in direct and open competition with other similar prod- 
ucts which are made by other manufacturers. This makes it impossible for a 
manufacturer to set a fair trade price upon a product over which he has exclusive 
control and which has no competition from similar items. The fair trade law 
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cannot be used to establish arbitrary prices on noncompetitive merchandise 
One of the large manufacturers of photographic equipment was forced to with 
draw the fair trade price on one product, because that company was the onl) 
company that made that product, and it was not in free and open competition 
with other similar items, 

One question which is often asked is, Who sets the fair trade prices? It may 
appear, on the surface, that the manufacturers set the prices at which thei: 
merchandise may be sold to the consumer, but let me assure you that the rea! 
price fixer is the American consumer. The consumer has a great variety of 
merchandise to choose from, in almost any particular type of product that you 
can name, and the competition is so keen that the retail price is kept as low as is 
economically feasible. At the present time, there are approximately 100 den 
tifrices on the market—many of them are fair traded and many are not, so 
that the consumer has a wide choice from which to buy and the competition keeps 
the price down. If a nationally advertised product is not being purchased by 
the consumers because they feel the price is too high, then it behooves the manu 
facturer to devise new methods of mass production and mass distribution so 
that that item can be retailed at a price which the consumers will pay. I am 
firmly convinced that the consumers, in reality, determine the retail prices. 


2. Why did it originate? 

Fair trade laws had their origin among manufacturers who were desirous of 
protecting their trade-mark, and also among the small retailers who were being 
forced out of business by ruthless and unfair practices of bait merchandising 
or loss leaders. A loss leader is a well-known article which is advertised to the 
public at cost or less than cost, thus enticing more customers into the store 
where an attempt is then made to sell the customers other, more profitable items, 
and at the same time this loss leader is used to create the false impression that 
everything in this particular store is sold at equally low prices. This is an 
extremely dishonest business method, and one which has led in the direction of 
business monopoly through the destruction of independent merchants. 

Our metropolitan daily newspapers have been doing their best to convince 
their readers that fair trade has been detrimental to the consumer because it is 
the direct cause of high prices. This in spite of the fact that fair trade drug 
prices have increased only about 11 percent from September 1939 to January 1, 
1951. Now these same newspapers announce an increased retail price on the 
Sunday papers which amounts to approximately 3344 percent increase. Ah, yes 
an increase of 11 percent over a 12-year period on established fair trade prices 
is a terrible gouge in the pocketbook of the consumer, but a 3544-percent increase 
in the price of newspapers should be accepted calmly as a matter of fact, due 
to increased cost of materials. Oh, consistency, where art thou? The most 
consistent thing about the innumerable press attacks on fair trade is their 
inconsistency. Newspapers speak glibly of fair trade destroying free compe- 
tition and yet in a period of 20 years of fair trade history we have seen retail! 
businesses spring up, and thrive, and grow in numbers to the highest level in 
the history of our great country. Can we possibly believe that competition has 
been throttled and destroyed, when the true facts show that there are more 
businesses competing for the consumer's dollar than ever before in our history 

Allow me to point out to you just where retail competition has been curtailed 
In Kansas City, Mo., where they have never had a fair-trade law, there are about 
275 retail drug stores. At the present time 4 drug chain groups own 110 of the 
275 stores, leaving 165 independent drug stores. It has been estimated that in 
1950 these 110 drug stores did over SO percent of the retail drug business in Kansas 
City; therefore, the 165 independent drug stores had less than 20 percent of the 
drug volume left to be divided among them. The drug wholesalers claim tha! 
there are not more than 10 or 15 of the 165 independent drug stores in Kansas 
City that are operating on a sound financial basis, and that if all indebtedness 
was suddenly demanded 150 of the 165 independent drug stores would be bank 
rupt. Contrast that situation, if you will, with Denver, Colo., where there are 
259 drug stores, and only 18 of them are controlled by drug chain groups, and 
wholesalers estimate that only 20 to 25 percent of the 241 independent stores in 
Denver are in a shaky financial condition at the present time. So we see that in 
Kansas City, Mo., without fair trade, the large corporations have gained owner- 
ship of 40 percent of the retail drug outlets and that that 40 percent enjoys 80 
percent of the entire retail drug volume in that city. In Denver, under the 
Colorado fair-trade law, we find that less than 7 percent of the retail drug outlets 
are owned by large corporations and they have succeeded in gaining approximately 
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25 percent of the entire retail drug volume. The conclusion is quite apparent: 
Fair trade has proved to be a powerful restraining factor on retail monopoly 
and has encouraged and fostered the philosophy of free enterprise and honest 
competition. Some newspapers, of course, haven’t printed a complete picture of 
the operation of fair trade because they are so deeply prejudiced against any kind 
of law that tends to eliminate so-called price wars and loss-leader selling. Natu- 
rally, price wars and loss leaders mean full-page ads in the newspapers at the 
rate of $1,270 per page, although this price is probably higher now than it was a 
few months ago. 

You know it would really be funny if it were not so dangerous to read all 
the wild rantings and ravings of our newspaper opponents, and listen to that 
very, very small minority group of retailers as they have wept pages full of croco- 
dile tears over the plight of the poor, poor consumer. They have wailed and 
gnashed their teeth and done everything possible to discredit fair trade, claiming 
that if it weren’t for fair trade they would have mercy on the consumers and cut 
these awful, old, high prices with a savings of millions of dollars annually. Yes, 
sir: and didn’t Macy's step right out and prove it as soon as the United States 
Supreme Court kicked the teeth out of fair trade? Well, let’s see just what Macy’s 
did. They took a mere handful of the hundreds of thousands of items that they 
carry in their huge stock and they cut the prices about 6 percent for the first few 
days, and then continued to lower those prices whenever their competitors fol 
lowed suit—and all of the main competitors did meet all of Macy’s prices. All 
right : they used these cut-price items in @ gigantic publicity stunt, and did they 
get cooperation? You bet they did; all of the big newspapers, the radio systems, 
and the leased wires of Associated Press and United Press came through beauti- 
fully and played the part of Charlie McCarthy to perfection. This big depart- 
ment store received a million dollars’ worth of free, Nation-wide publicity in a 
matter of 2 or 3 weeks. Now, let’s look at some prices in Macy’s store that, 
strangely enough, were not cut. They only felt sorry for the poor, poor consumer 
on a few articles. Listen to these prices on items whose value is not so well 
known to the shopper. These costs and figures were compiled by a congressional 
investigating committee. 


Profit Profit 
Cost Retail | margin Cost Retail margin 

price | (per- price per- 

cent cent 

A pie plate__. $0. 10 $0. 29 18] A sewing basket $2.01 $7. 4 274 
A salad set 1. 64 4.75 189 A scrub clot 07 oN; 200) 
A dinner plate 3 us 199 A box of castile soap Q2? 2 34 25) 
A teaspoon. .. ie 005 04 S80 4 barometer 1. 40 7.04 467 


This is not a complete list but it shows what happens in a price war. Yes, 
surely, these giant opponents of fair trade restrictions are so sorry for the 
poor, poor consumer. They feel that he is simply walking on his knees due 
to the amount of cash he is carrying and they—these great philanthropists 
are definitely going to-lighten his load. The same thing almost happened in 
Denver—the press tried so very hard to drum up a price war—they printed glaring 
headlines on the front page accompanied by a front page story that gave three 
or four of the chain drug groups several thousands of dollars worth of free 
publicity. By a strange coincidence the next issue of that paper carried full 
page or double page ads from each of these big shots who were mentioned in the 
front page story. So-o-o it evidently paid off—for the newspaper, at least. One 
very good reason why it is hard to get a full-scale price war started in the drug 
business is simply this: only a very few are in a financial condition that will 
permit such a foolish thing. Another reason is that too many drug store owners 
remember the economic conditions which existed in the days before fair trade 
and that the pharmacists who were fortunate enough to have jobs were working 
a minimum of 84 hours a week for a salary of $15. The great majority of mer- 
chants in all types of business do not wish to turn back the pages of 20 years’ 
progress and revert to the old dishonest juggling of retail prices from day to day. 
They are accustomed to a fair profit on quality merchandise: and let me assure 
you that the profit margin in today’s retail business operation does not begin to 
show the owner a decent return on his investment. In the drug business, fair 
trade prices have been pegged on a 33144 percent mark-up and the average operat- 
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ing cost of a retail pharmacy has risen to 30 percent. If that is gouging the 
consumer, then you can pin the DFC on me because I must be a dummy, first- 
class. 

All of this razzle-dazzle about fair trade and price wars is the same old music, 
but the words have been conveniently changed to better suckle at the breast of 
public sympathy during these times of high prices. The same old racketeers are 
back again trying to do the same things that brought about the enactment of fair 
trade laws in the first place. ‘‘Freedom” in business or in any segment of living 
can be defined as the right to do as we please only this far: as long as our actions 
are not injurious to someone else or in conflict with some other person’s rights 
of freedom. Thus it is absolutely necessary that we have restrictive laws to 
protect our freedom. We have traffic laws, we have laws against murder, theft, 
and rape, we have thousands of laws made necessary by the difference in be 
havior patterns in individuals. It is unfortunate that everyone cannot live a 
perfect life—then we would not need restrictive laws to modify our personal 
lives and business lives—but we are a long way from such a utopia. Freedom 
of enterprise in the American way of life must not be considered as the right t 
create business monopolies through the destruction of independent business. 


3. How has fair trade benefited the consumer? 

(@) Fair trade has given the consumer assurance of honesty in the purchasing 
of nationally advertised brands. In this connection allow me to point out anothe: 
fact pertaining to nationally advertised products. When you buy a newspapet 
you're buying news, not paper. You don’t buy glasses, you buy vision. You 
don’t buy circus tickets, you buy thrills and entertainment. You don’t buy food, 
you buy taste and nourishment. When you buy nationally advertised brands 
from your local independent merchant, you're not buying merchandise only, you 
are buying quality, service, and honesty. 

(6) Fair trade has stabilized distribution at the neighborhood level. In 
other words, the neighborhood store has prices on quality merchandise that 
enables the dealer to offer a more varied selection to the consumer and on guaran 
teed brands with which the public is familiar. There is no need for any slight 
of-hand operations or false advertising. This has been a constructive influence 
in community betterment by enabling the community to have more and bette: 
businessmen. 

(c) Fair trade has stabilized prices even during an inflationary period. In- 
asmuch as fair trade had its birth in the drug industry, it is only natural that 
a great many of the drug store products have been stabilized by fair trade prices 
since 1937. Consequently there was little increase in retail drug prices during 
that 14-year period. I wonder if you have ever considered just what the out 
come would be if all businesses were to come under the control of large mon 
opolies? In nearly all communities every business would be owned by an 
absentee owner or owners who would operate from New York City, probably on 
Wall Street. Their only interest in any community is the almighty dollar and 
how many of them they can send back to New York to be split among the mem 
bers of the corporation or stockholders. These large monopolies very seldom 
own a building; they operate on long-term leases with the right to void the 
lease at any time after one year. This leads to one simple fact and that is 
(Dun & Bradstreet analysis) that the independent merchant pays 50 percent 
more in taxes out of each $1,000 in sales than the large multiple store systems 
The reason is that the independents usually own their store building or their 
home or some kind of real estate whereas the multiple type monopolies own as 
little as possible. The employees of the absentee-owned stores rarely own any 
property because the average time that a manager remains with this type of 
store is 2 years and 5 months, while the ordinary clerks average less than that 
{Federal Trade Commission figures). If all stores were absentee owned 

Would your living costs be lower? 

Would your State be more prosperous ? 

Would employees wages be livable? 

Would our children face wider opportunities for success ? 

Would our children have better schools? 

Would you and your family be in better circumstances? 

Would your taxes be lower? 
Would you enjoy a feeling of greater personal security? 

Would you want to live in such a place? 

I'm sure that your answer would be “No” to all those questions and I hope 
that all of us may recognize the cold, hard fact: that the protection of our wa) 
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of life lies in the strength and prosperity of independent enterprise throughout 
our great country. 

Let me close with a quotation from one of our great Supreme Court Justices— 
Louis D. Brandeis: “The displacement of the small-business man by the huge 
corporation, with its myriad of employees, its absentee ownership, and its finan- 
cial control, present a grave danger to democracy. The social loss is tremendous, 
and there is no economic gain. Their very size is a drawback to them. Control 
by the few, exerted by giant corporations, is paralyzing individual intiative, 
impairing creative power, and lessening human happiness. Confidence in our 
future cannot be restored until the faculties of the unknown many have been 
released and the doors of opportunity reopened. The true prosperity of our 
past came not from big business, but from the resourcefulness and courage of 
small men, and only by the participation of the many in the responsibilities 
and determinations of business can Americans secure the moral and intellectual 
development essential to the maintenance of liberty.” 

Yes, small business is the backbone of American business enterprise and they 
filla great need im thousands of communities across this Nation. 

Too much power in the hands of too few is too dangerous. 

Mr. Norman. My name is Wayne Norman, and I am a retail drug- 
gist from La Salle, Colo., and I am president of the Colorado Pharma- 
cal Association, consisting of 637 members. I don’t believe any meet- 
ing that has to do with small business would be quite complete with- 
out some mention being made of fair trade. 

I have been in the retail drug business for about 20 years, and 13 
years of that time as owner of my own small drug store. I have seen 
fair trade operate during all those years, and I know quite a little bit 
about the drug business, and knew quite a little bit about it even before 
fair trade. 

I would like to observe this: That I have studied fair trade quite 
carefully for the past 8 or 9 years, and I have found several things 
about it that I would like to point out to you very briefly, and then I 
will be through. 

First, fair trade has proved to be a great price stabilizer. It has 
not increased prices to the consumer. In fact, an independent survey 
that was conducted by the University of Minnesota, after fair trade 
had been inexistence for 1 year, proved that consumer prices had been 
reduced on an average of 1 percent. 

You know, this thing affects about 2 million retailers in the United 
States, and it is something that should be given very careful consid- 
eration, in’ view of the fact that the Supreme Court recently invali- 
dated the nonsigner clause of the Miller-Tydings Act, which was 
lederal—nat ional—legislation. 

That was passed with the blessing of Congress back in the thirties. 
At that time it was considered to be good legislation and, in my esti- 
mation and the estimation of 2,000,000 retailers, it has proved its worth 
in our American economy. 

Fair trade has also encouraged honesty in retail methods. We have 
seen where it has no longer been necessary for the retail merchant to 
resort to methods of what we might call legerdemain in dealing with 
the public, merchandising to the consumers, and he has been able to 
offer to the consuming public nationally advertised brands at a very 
decent mark-up in price, so that there has been no need for a fluctuation 
of prices from day to day, or any slight-of-hand juggling that we used 
to see back before the days of fair trade. 

Fair trade has also provided for a better method of mass distribution 
of nationally known brands at the neighborhood level. 

It has also given us more retailers, efficient retailers, thereby giving 
us better communities. 








9742 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


One of the greatest things it has given to us, I believe, is that it 
has granted a freedom of opportunity to the young men to go into 
business for themselves, freedom from fear of being driven out of 
business by larger corporations who, because of their wealth and 
power, find themselves in a position where it can operate at a loss, if 
necessary for a year or 2 years, if need be, in order to destroy 
competition. 

I merely wish to urge you members of the committee to give national 
legislation on fair trade your very careful and serious consideration, 
and I do feel that when you have given it careful study that you will 
act favorable when the time comes. 

Thank you very much. 

Mr. Huw. Thank you very much. 

Now, I have a statement here from Mr. Crandell. I$ Mr. Crandell 
here ¢ | No response, 

Then I will ask the privilege of filing Mr. Crandell’s statement. 

(The document referred to above is as follows:) 

DENVER, COLO., 
July 9, 1951. 
Re Wage Increase Problem of Super Recap Tire Co., Denver, Colo. 
Untrep States House or REPRESENTATIVES SMALL BUSINESS COMMITTEE, 
State Capitol Building, Denver, Colo. 

GENTLEMEN: The Super Recap Tire Co. of Denver, Colo., is a partnership en 
gaged in the business of recapping and repairing truck and passenger-car tires 

The greatest part of its business is devoted to repairing and recapping truck 
tires for interstate motor carriers, many of whom are engaged in hauling de 
fense equipment, supplies, and munitions 

At the time of the enactment of the Wage Stabilization Act this company was 
frozen at a comparatively low wage level due to the fact that the smaller inde 
pendent recappers and tire repairers in the Denver area who operated on a 
nonunion basis were able to employ skilled workers at a lower rate of pay than 
that established for tire rebuilders and recappers in the tire industry.. These 
smaller recappers were able to hold their employees because they were working 
more than 40 hours per week and were, of course, paying overtime for such 
additional hours 

When the labor situation in Denver began to tighten after February 1, 
the larger operators were able to pay the union scale for tire repairers and re 
builders and, due to the increased demand for recaps, were also able to work 
longer hours and thus pay a rate considerably higher than the stabilized wage 
of the smaller companies. . 

Under date of March 14, 1951, Super Recap filed a petition to increase wages 
with the Wage Stabilization Board at Denver but due to the fact that no local or 
regional board had been appointed the petition was forwarded to Washington, 
D. C. for action. 

At the present time Super Recap is experiencing extreme difficulty in employing 
skilled workers and also in holding their present employees due to the fact 
that the larger operators in the same industry can and do pay an hourly rate 
which is between 40 and 50 percent higher than the wage rate of Super Recap 
Many employees of Super Recap have already taken other work in exactly the 
same industry at this higher rate and Super Recap is gradually being forced out 
of business due to its inability to obtain skilled workers. 

We have made many attempts to obtain some action by the National Board 
but it appears that to date no set policies have been formulated by the Nationa 
Board and it seems that there is no prospect of any immediate action. 

We believe that it is highly unjust and inequitable to place a small business 
in a position where it cannot compete with wages paid by its larger competitors 
and we believe some immediate action should be taken to remedy this situation 


191 


Haskett & CRANDELL, 
By Raupeu E. CRANDELL. 
Attorneys for Super Recap Tire Co. 


Yours very sincerely, 
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Mr. Hit. Now, I would like to hear from the Rocky Mountain 
Chapter of the National Electrical Contractors Association. They 
had some questions, and I believe we can take time out for this before 
we close. This should be the last witness, unless someone else wishes 
to be heard. 


STATEMENT OF DON LARSON, REPRESENTING NATIONAL 
ELECTRICAL CONTRACTORS ASSOCIATION 


Mr. Hux. Will you identify yourself for the record, please. 

Mr. Larson. My name is Don Larson, and I represent the sub- 
contractors in the construction industry in the Rocky Mountain area. 

Mr. Hitt. That is electrical 

Mr. Larson. And I also represent the plumbers and heating con- 
tractors, as well, 

In this particular instance I conferred with them this noon, and 
I discovered that no one representing the construction industry was 
here at all. 

I don’t come to preach, I prefer to listen, but I think someone 
should hear from the construction industry, and for that reason I 
have filed eight questions with your chairman, and I will turn them 
over to you. 

I don’t believe it is important that I read these questions to the 
group. Your committee will have a chance to study them. We 
want them in the record, that is the important thing. 

Mr. Hitz. That will be made a part of the record. 

(The document referred to above is as follows:) 


QUESTIONS BY DONALD M. LARSON, REPRESENTING THE SUBCONTRACTORS OF THE 
CONSTRUCTION INDUSTRY IN THE RocKy MOUNTAIN AREA 


1. Why is it necessary to have New York, Philadelphia, Washington, or other 
eastern headquarters in order to qualify for Federal construction contracts in 
this area? 

2. Is this subcomittee cognizant of the fact that once these eastern contractors 
secure a job they frequently subcontract it to local contracors? 

3. Why is it necessary to add this additional cost of the middleman con- 
tractor who adds nothing to the job? 

4. Is this subcommittee aware of the fact that these eastern-based contractors 
generally draw their labor from the bottem of the local labor pool? 

5. Why are our local contractors denied even the privilege of submitting 
bids on Federal jobs in this area? 

6. Why aren't our Rocky Mountain contractors considered as good security 
risks as eastern contractors on so-called confidential or security jobs? 

7. Why are so many of our Federal job awards for this area made from 
remote eastern headquarters? 

8. Is it the intent of the various governmental awarding agencies to restrict 
their awards to a limited number of well-established eastern firms? 

Mr. Larson. I think we have had enough here in the way of hot air 
from both sides so that it is not necessary for me to continue any 
further. At least I don’t want to be guilty of that offense. 

However, I do want to point out to the committee that I have talked 
to a good many people that have been here today, and a lot of them are 
fearful that this hearing may turn into a whitewash, and that the 
only thing I want to counsel the committee on, and that is, for God’s 
sake, give us some action, and some answer to our questions. 

Mr. Huw. Thank you very much. 
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Now, are there any other witnesses? If not, I think I first should 
express the appreciation of this committee to Mr. Rand and his Colo 
rado Development Council, who have worked so hard to bring us all 
together in this house chamber today, and his assistant, Mr. Gordon 
Wescott. 

Now, we have done our best, and so far as the results of this is con- 
cerned we leave that to the future, because we happen to know what 
has always happened in each community where we have had our 
hearings, that you don’t need to worry about a whitewash. If any- 
body gets a whitewash, they are going to need it, and we will put a lily 
in it while we are doing the whitewashing, because we are here to 
represent small business, and that is the job we have been doing every- 
where. 

We have nothing to apologize for, and we don’t know how to, in the 
first place, and ae with the representatives of the Federal Govern 
ment who have been here today, trying their very best to analyze your 
problem, to help satisfy you with your problems, I am sure that some 
good has sind come of it, and that much more will follow. 

[I might say in closing that I agree with the theme all the way 
through, that one of the things we need in this section, and I will go 
further than Colorado, I will say this, is a procurement office, and even 
if the Korean War softens up quickly or completely, and over a 
period of time, it doesn’t make any difference, defense must go on. 
Small business must continue to prosper, and must continue to do its 
job. TI agree with what the Governor said here. We are asking that 
we be treated the way the other States are treated. I happened to 
check something that almost broke my heart if it had not been for the 
fact that I were in politics and don’t have any, but there were five 
States that have all the contracts that have ever been given since the 
new defense program began, and those five States practically take from 
three-fourths to 90 percent of the work, and that is terrible. 

Now, that has been mentioned here this afternoon, and I would like 
to tell you frankly, you know what those States are, Pennsylvania— 
and I have nothing against them—New York, Michigan, Ohio, and 
Illinois. You can figure that out for yourself. Did I leave out one # 

Admiral Ringe. You left out California. 

Mr. Minx. I think California should come in second or third. It 
is ahead of New York now. 

Now, that is what we have been driving at allday. Just let’s spread 
out this emergency or war-defense program. 

Now, if we were in a war and had to get automobiles quickly, 
don’t believe there is a single man on our committee that would not 
say that we should go where the automobiles are manufactured, but 
at this particular time when we are trying to prepare for the future, 
certainly the best preparation in the world is the spreading out of your 
industries through this area of ours in the United States. It is quite 
a good-sized country, from the east coast to the west coast, from the 
North to the South. 

I thank you all for your wonderful attention, and we hope you have 
been well paid for your own participation in it. 

This meeting is adjourned, and the committee will reconvene in 
Omaha on W ednesday. 

(Whereupon, at 6 p. m., an adjour nment was taken; the committe: 
to reconvene at 10 a. m. Wednesday, July 11, 1951, at Omaha, Nebr.) 





PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY, JULY 11, 1951 


House or REepreseNTATIVES, 
SUBCOMMITTEE NO, 1 OF THE SELECT 
CoMMITTEE ON SMALL Business, 
Omaha, Nebr. 

The subcommittee met, pursuant to call, at 10 a. m., in the Fonten- 
elle Hotel, Omaha, Nebr., Hon. Thomas B. Curtis, of Missouri, pre- 
siding. 

Present: Representative Curtis. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; and Duncan Clark, of the committee staff. 

Present representing Felleral agencies : Leo H. McCormick, assistant 
to the Director, Office of Price Stabilization; Maj. Margaret Wharton, 
Office of Small Business, and Admiral M. L. Ring, Military Director 
for Material Requirements, Munitions Board, Department of Defense ; 
John S. Bartlett, field representative, National Production Authority : 
Walter J. O’Donnell, Manager, Office of Small Business, Reconstruc- 
tion Finance Corporation; Olaf Tackle, assistant for procurement, 
Office of Production and Procurement, Defense Production Adminis- 
tration; James L. Hornbostel, regional counsel, General Services 
Administration. 

Mr. Curtis. The committee will be in order, please. 

This will be the thirty-first hearing of the Select House Committee 
on Small Business. We have been holding these hearings for the 
past 4 or 5 months throughout the country, and in 28 different 
localities and 24 different States. I think this will make the twenty- 
fifth State. 

Mr. Datmas. Yes; and this is the thirty-first hearing: 

Mr. Curtis. The purpose, of course, of the Small Business Com- 
mittee in going out and holding field hearings is to get first-hand the 
problems of the small-business men throughout the country. 

By the very definition of small business, it might be considered to 
be a business that cannot afford to make itself heard in Washington, 
through its own representatives. 

The legal definition of a small business, of course, has been a busi- 
ness that employs 500 or less. 

Actually, from a standpoint, we are finding in these hearings 
throughout the country that most small businesses are a great deal 
smaller than 500, or even 100, employees. 

Another very interesting factor that we have found in many of 
these hearings is that a lot of the small-business men are men who 
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have new businesses, businesses that have risen in the last 4 or 5 years, 
so to a certain extent the problem of small business is a problem of 
new business, and it is exactly that which this committee is set up 
for to try and help under the present impact of mobilization, and of 
the Government entering the field in such a way as it has, as the pri- 
mary procurer in the commodity markets. 

I want to briefly say this—that as a result of all these hearings we 
have found that the problems throughout the country are not confined 
to any particular locality. The same problems seem to exist every- 
where. 

This is just about the last hearing we will hold on this particular 
phase of our investigation, and the conclusions that we have reached 
are along the line that the problems are pretty general throughout 
the country, and the problems that we probably will hear today from 
the businessmen in the Omaha district will be somewhat along the 
lines that we have heard elsewhere. 

The committee has been fortunate in having representatives of the 
various field agencies concerned with the defense mobilization of the 
country to come with the committee to answer questions that might 
come before us. 

For the benefit of the men who testify, of course, your testimony) 
and information that you give us concerning the situation as it affects 
your company becomes a part of the wriften record, and the com- 
mittee, the whole committee in Washington, will then study all of this 
testimony. 

Those who may not have time to testify here this morning, or who 
have not been able to get here and want to submit a statement, we 
will be glad to accept that statement and put it in the record so that 
we can consider it along with the other testimony that we have before 
us. 

I want to thank the people here in Omaha who have helped arrange 
this meeting, and I want to, ahead of time, thank the businessmen 
who are coming before us to give us the information that will be so 
helpful to us in trying to solve the problems of the small-business man : 
and, in turn, I hope that possibly in a small way we might be able to 
be of assistance right here in this room. 

In other communities where we have had hearings, we have been 
fortunate in solving, right on the spot, a few of the problems, possibly 
not solving them but at least helping to reach a solution. 

At this time I want to introduce myself. I am Congressman 
Thomas B. Curtis, from the Twelfth District in Missouri, a Republi- 
can, and I am emphasizing that for this reason: Of course, the com- 
mittee is composed of Democrats and Republicans, six Democrats and 
the chairman, Mr. Wright Patman, of Texas, of couse, is a Democrat 
and there are five Republicans. 

Our committee has always functioned on a nonpartisan basis, and 
partisanship does not enter into any of our considerations, and the 
very fact that a Republican is actually acting as the chairman of a 
meeting, which has happened many times, is an indication of that 
complete nonpartisan approach of the committee. 

Mr. Damas. May I make an interjection right at that point? Mr. 
Curtis was the chairman at Little Rock, Ark. He described himself 
a Republican, but, so far as we are concerned, he is a great American, 
and we respect him highly. 
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Mr. Curtis. Thank you, Mr. Dalmas. 

I do want to introduce now our executive secretary, who has done 
such a splendid job for the committee, or executive director, rather, 
Mr. Victor P. Dalmas, who just made those few remarks. 

I also want to introduce Mr. Duncan Clark, who has been a very 
able assistant on the staff of the Small Business Committee. 

Now, Duncan, will you introduce the various representatives of the 
governmental agencies, please. 

Mr. CuarK. Thank you, Mr. Chairman. 

Starting at the end of the table, to my left, is Maj. Margaret 
Wharton, of the Office of Small Business of the Munitions Board. 

Next to her is Admiral M. L. Ring, who is Chief of Material Re- 
quirements with the Munitions Board. 

Mr. Datmas. Mr. Chairman, may I say right there that I think 
that these folks ought to know that Admiral Ring is the chief policy 
procurement man of the Department of Defense, and that the com- 
mittee is really honored to have him here to help and work with us at 
this hearing. It is not always the case that you can get the topman, 
but in this case we have the topman with us on procurement policy. 

Mr. Curtis. We certainly do, and Admiral Ring has been most 
helpful to the committee on previous occasions. 

Mr. Criark. Next is Mr. Olaf Tackle, assistant for procurement, 
Office of Production and Procurement, Defense Production Admin- 
istration. 

Here on my right, next to Mr. Dalmas, we have Mr. Walter J. O’Don- 
nell, Director, Office of Small Business, Reconstruction Finance 
Corporation. 

Next to him is Mr. John S. Bartlett, Office of Small Business, Na- 
tional Production Authority. 

Now, then, we have local and regional representatives here, too. 

Kenneth V. James, regional director of the NPA; John M. Cleary, 
counsel for NPA; and Morgan Hicks, district manager in Omaha of 
NPA; and George Richardson, small-business representative of NPA. 

From the RFC we have Mr. Clark, of the Reconstruction Finance 
Office in Omaha. 

From the military we have Captain Sinclair of the Navy; Chief 
Connelly, Navy; Major Waterfill, Air Force; Mr. Stewart of the dis- 
trict engineers; and Mr. Tanhill of the district engineers. 

Now, we have just had word that Mr. Leo McCormick, who is assist- 
ant to Mr. DiSalle, has just sent us word that he is late. He has been 
delayed en route from Denver. 

Are there local representatives of the Office of Price Stabilization 
here? 

Mr. Moran. Yes, sir. 

Mr. Ciark. May we have your name? 

Mr. Moran. Ed Moran, director for the State of Nebraska. 

Mr. Ciark. Thank you. Is there anyone else here from regional 
local government? Apparently not. 

Mr. Curtis. Thank you, Mr. Clark. 

[ might make this additional remark, that the various governmental 
representatives who have accompanied the committee are all in the 
policy phase of the various governmental bureaus. So not only are 
they here to assist in answering questions that may be raised by the 
businessmen of the Omaha community, but they are also here to get 
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this information so that they can carry it on back to Washington, to 
help process some of these problems. 

We will now start out with our agenda, and I would like at this time 
to ask Mr. O. W. Roberts, general manager of the Omaha Chamber 
of Commerce, who has been most helpful in arranging this meeting, if 
he wants to say a few words. 

Mr. Roserts. I have nothing to say just now. Thank you. 

Mr. Curtis. Then I would like to call upon Mr. L. E. Skinner, 
president of the Nebraska Small Businessmen’s Association. 

Do you have a statement you would care to make, Mr. Skinner? 

Mr. SKrnner. Yes. 


STATEMENT OF L. E. SKINNER, PRESIDENT, NEBRASKA SMALL 
BUSINESSMEN’S ASSOCIATION 


Mr. Skinner. As president of the Nebraska Small Businessmen’s 
Association, all I can do is to give you some of the information. We 
have about 650 members, and what they write in to us as to some of 
their troubles that they are experiencing is what I will try to put 
before you. 

But speaking about defense contracts, excepting for the meat packers 
and the very large food processors, defense contracts in this area have 
been so few and so small that they hardly register. 

Subcontracting has not been accomplished to date in any significant 
amount, either. 

Generally, small business in this area is not directly producing goods 
or services for the defense program. 

Concerning essential civilian supplies, it has not come to our atten 
tion that really serious shortages have developed in this area; how 
ever, there.may well be some instances of specific hardships, as you 
may learn from the testimony. 

On scarce materials, here is a really acute problem, particularly in 
the hard-goods field. Metals have been in a completely unstable sup- 
ply with an ever-changing situation, which precludes sensible plan 
ning. Black marketeers are few, but their effect is disproportionate 
to their number. Others who will testify later can give you the details 
on this subject, but, generally, this is one of the most important 
difficulties confronting small-business men in this area. 

As to financial assistance, business credit restrictions cannot be 
counted as a truly serious deterrent to our business progress, but, cer 
tainly, equity capital is not readily available. Expansion financing 
can be the largest hurdle for a small business. Rapid depreciation 
allowances for tax purposes has not been given much play in Nebraska. 

Plant utilization: We do not have knowledge of any large amount 
of unused plant facilities, but certainly the addition of defense work 
could be absorbed by existing facilities through reduction of non 
defense production and by construction of additional facilities. In 
short, if Nebraska firms were awarded defense contracts, the facilities 
would be made available. 

Retail and wholesale distribution: The defense emergency has 
hardly disturbed distribution. Of course, certain items are more dif 
ficult to supply than others, but generally the defense program has 
yet to affect this category of business. 
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The effect of price and other controls: As you well know, we could 
spend a huge amount of time on this subject, but in the interest of time 
| will be brief, with the understanding that here is the most important 
subject confronting businessmen. - 

We have seen, heard, and experienced such inequities and definite 
injustices from price and wage controls that, disregarding the philoso- 
phy of controls, we believe they are, at best, an impractical method to 
curb inflation. 

Of course, our basic view is that controls are not the answer to infla- 
tion control at all, since they do not touch the fundamental causes of 
inflation. As we understand it, inflation is simply a surplus of money 
relative to consumer production. ‘Those goods and services performed 
for the defense program create money in the hands of the citizens, 
without creating a like amount of goods and services for their con- 
sumption. Now, prices and wages may be controlled, yet the creation 
of new money continues. 

It does not suffice to require or suggest savings of this new money 
when it is known that this merely defers the problem of an unbalanced 
money supply versus production. This, generally, is our view on 
controls. 

Specifically, the administration of wage controls has caused con- 
fusion and distrust. ‘The small firm and its employees are rigidly 
limited, yet employees of larger enterprises can and do bargain for, 
demand, and receive increased wages in excess of ceilings. This, of 
course, increases the wage differential between large and small firms 
which serves to increase the unrest and turn-over of the employees. 

I would like to leave this final remark with you gentlemen : 

This great American economy is a vastly intricate mechanism which, 
by all comparisons, has produced for the American people a standard 
of living and way of life without parallel in history. With its faults 
as we know them, it can be more easily harmed than benefited by direct 
or indirect management from Government. 

We ask you gentlemen to think well and long on all legislation 
which might unbalance this complex system called American business. 

Again, welcome to Nebraska, and may your short stay be enjoyable. 

Mr. Curtis. Thank you very much, Mr. Skinner. 

I wonder if you will remain? There may be a couple of general 
questions. 

One of these questions is, Have you been getting much in the way 
of defense contracts in this area ¢ 

Mr. Sxryner. Well, as we hear it, there are some of the larger food 
processors here who are getting that. 

Mr. Curtis. I remember you said that, but so far as manufacturing, 
and so forth, is concerned, what about that? 

Mr. Sxrnner. The smaller companies, I don’t believe so, not that 
we know of. I think it amounts to about $10 million for the smaller 
companies. 

Mr. Curtts. Have your smaller businesses been establishing any 
pools? I understand the Omaha pool of the last war was well known 
throughout the country. Is that in existence now ? 

_ Mr. Sxryner. Well, I will let my secretary give you a little more 
information on that, if I may. 

Mr. Curtis. Is Mr. Kirkland listed as a witness, I wonder ¢ 
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Mr. Corron. Mr. Kirkland was planning to attend, but he is ou: 
at the moment trying to get some subcontracts. He figures that pe: 
haps might be important to Omaha business. 

Mr. Curtis. We would be very anxious to have in the record a stat: 
ment from someone who can give us the operation of your smal! 
business pool. 

Mr. Corron. I believe I can do that in general. In detail, it woul: 
take a great deal of time. 

Mr. Curtis. Very well. 

Mr. Corron. It is an organization in the Omaha-Council Bluffs area. 
It is an organization of smaller firms, each in themselves perhap- 
not large enough to bid on single contracts, not having the unde: 
standing of procedure. 

Mr. Kirkland has been back to Washington, and I believe Admira| 
Ring has met with him and cleared the program with the Munitions 
Board. It is an incorporated entity now, and approved by the 
Munitions Board for bidding purposes. 

For example, Mr. Kirkland now is in Wichita at the Boeing Aircraft 
Co., looking over items that they wish to subcontract. 

He will, with engineering advice, say, “We can handle this,” or “Our 
member firms can do this,” or “We will compose a bid on this.” 

Now, it may be that one of them will do it, and it may mean that 
more than one will take the contract in the name of Omaha Indus- 
tries, Inc. 

We understand to date they have not yet had their first firm con- 
tract. It has been a development period up till now, an organizationa| 
period. 

Mr. Curtis. Have they gone into the question of financing with the 
possibility of getting Government financing for their pool, do you 
happen to know? 

Mr. Corron. That has been considered, but to my knowledge they 
plan on private financing. In other words, in the vernacular, there 
is a “kitty,” the members each have put up an individual amount of 
money which forms enough of an investment so that additional private 
financing can be secured. 

I am not prepared to say that will be limited to what I have said, 
I am not able to say that there will not be some member firm who is 
needing Government financing. 

Mr. Curtis. The Small Business Committee is particularly inter 
ested in seeing the success with which pools are able to operate, and 
any problems they run into we will be very anxious to have letters 
from your people on here, if you run into problems. 

Did you have something, Mr. Clark? 

Mr. CxarKk. I just wondered, Mr. Cotton, if the officials of the poo! 
have any concrete suggestions as to devices and methods by whic! 
their participation can be increased? They were quite successfu! 
in World War II. 

Mr. Corron. I am trying to reiterate Mr. Kirkland’s views, whic!) 
I may or may not agree with, but Mr. Kirkland and his organization 
feel that the Sparkman bill, which I believe at one time was a” 
amendment to the Defense Production Act, to create again a Smaller 
War Plants Corporation, in his view, is very necessary. 

Mr. Datmas. I would like to correct one point there. It is not 
the Sparkman bill as originally drawn, it was drawn in the House 
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Small Business Committee, under the sponsorship of the 11 members 
of this committee, of whom Mr. Curtis is one, and we invited the 
Senate in on the deal. I just wanted to get that straight in the 
record. 

Mr. Curtis. As a matter of fact, too, I think we had 260 Mem- 
bers of the House of Representatives who are cosponsors of this small 
defense plants bill. 

Mr. Corron. He is very much in favor of it. His view is that 
economic situations relative to geography should play a part in it. 

If the small town enters into it, in the small town there is basically 
one firm, and the economics of that town are seriously affected, unless 
some contracting is let there, and they might spend 2 years coming 
low on a bid, coming across the country, and he feels that there is a 
definite necessity for this particular agency to be created. 

Mr. Curtis. I wonder whether or not he would be willing to prepare 
a statement which he will submit to the committee, and we will have 
that incorporated into our record, so that we will have a permanent 
record of his views? We are quite interested in that. 

Mr. Corron. I am sure that can be done. 

Mr. Tyver. Mr. Chairman. 

Mr. Curtis. Will you give us your name, please # 

Mr. Tyuer. O. V. Tyler. In Mr. Kirkland’s absence, I have been 
working rather closely with him, and I think I can give you some 
information. 

Mr. Curtis. We will call on your immediately, then, as soon as we 
finish asking a few questions of Mr. Skinner. Thank you very much. 
That is what we are anxious to get. 

Now, Mr. Skinner, I had one other question that I wanted to ask 
you, and it is just a general statement, and I thought we might put it 
in the record at this time, as to Omaha’s general population and in- 
dustry, so that we will have that on the record. Could you give us a 
statement, or perhaps Mr. Roberts would be better able to give us that. 

Mr. Sxryner. I think Mr. Roberts can do that, although I can 
say that the population is about 360,000; that includes Council Bluffs 
in Omaha. 

Mr. Curtis. What, generally, is your industry ¢ 

Mr. Sxryner. Mr. Roberts, why don’t you tell them about the 
industry ¢ 

Mr. Ronerrs. The large bulk of our industry is food packing, of 
course, and some metal fabrication and steel mills, food packing and 
livestock processing is one of our very large elements. Of course, we 
have a considerable railroad business here, too, and metal fabrication. 

Mr. Curtis, It is quite a distribution center to marketing areas 
as well. 

Mr. Roserts. Yes, indeed. 

Mr. Curtis. What, generally, would be the trade area of Omaha, 
for the sake of the record, what would be the general trade area? 

Mr. Roserts. The wholesale and retail, which do you mean, sir? 

Mr. Curtis. I was trying to include them both, so that we would 
get the general trade area for Omaha. 

Mr. Roperts. Central Iowa, the northern part of Kansas, and it 
goes up into the Black Hills of South Dakota, into Wyoming, and 
some of Montana. 
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Mr. Curris. Yes. Thank you very much, Mr. Roberts. I just 
wanted that on the record. 

Mr. Rozerts. You are welcome. 

Mr. Curtis. Now, Mr. Dalmas, do you have any questions ? 

Mr. Daimas. No, sir. 

Admiral Ring. Mr. McCormick is here now. 

Mr. Curtis. I want to introduce Mr. Leo McCormick of the Office 
of Price Stabilization. You might have some questions to ask Mr. 
McCormick. He is assistant to Mr. DiSalle. We are very glad you 
vot here, Leo. 

Mr. McCormick. Thank you. 

Mr. Curtis. At this time, too, I want to introduce two gentlemen 
from the General Services Administration. One is Mr. W. A. Hollo 
way, and he is located in Kansas City, Mo., which is where the regiona|! 
office for Omaha is located, and Mr. James L. Hornbostel, the regiona! 
counsel. Will both of you stand, please? 

I wonder, Mr. Holloway, if you would make a very brief statement 
as to what the General Services Administration is doing, so that the 
Omaha businessmen who might not know will get a picture of that at 
this time? Could you do that, please, Mr. Holloway / 

Mr. Hotioway. Well, very briefly, I will give it to you, and then if 
they have questions I will be glad to attempt to answer them. 

General Services Administration, in the over-all picture, has three 
major operations: the operation of all the Government buildings, 
public buildings, and real estate; the maintenance of those buildings 
and custody and care of those buildings; the second operation is the 
Federal Supply operation, which perhaps these folks are most in- 
terested in. We purchase what are known as the common stock items. 
All supplies for civilian Government agencies, the major portion of 
the common stock items for the defense agencies, and their local, re 
gional, and divisional offices, 

Then during this emergency we have several additional duties that 
have been passed down to us: the conduct and custody of the strategic 
materials program, and things like that. 

On our Federal Supply we have attempted to and have made some 
pretty marked advances on the desires and following the legislation 
and intent of the Small Business Committee and their legislation, and 
in the very short time General Services has been in operation we think 
that it has been very beneficial, and a great many of the small-business 
people have told us so. 

By that I mean, point No. 1 is decentralization, wherein the pur- 
chasing of this Government equipment is now done in the field, whereas 
in years gone by it was a central operation in Washington. We buy 
through our clerical, and we pass it on for the buildings we operate, 
and the agencies we service in this territory. We attempt to and do 
buy a major portion of those materials and supplies from local people. 

We are very happy to be able to say this to the committee, that we 
have very conclusive proof that we do not waste our time on facts 
and figures, but this one was easy. It has not only been beneficial to 
those small-business people who have found that was easier, and per 
haps more pleasant to do business with the Government than they had 
anticipated, but it has been good for the Government. We have been 
able to find in many instances a better product for as little and some- 
times less money. 
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In this procedure the major portion that we purchase, of course, 
is by bid, but we have enlarged our field of invitations to bid. The 
businessman throughout this area has a better opportunity, the in- 
formation is more available, it is close at hand. The bids are in some- 
what smaller quantities, although they still can reach the quantity 
basis that gets you the lowest bid, in most instances. For instance, 
earload lots would be one classification, with as low a bid as you can 
get. We can reach that, and our small-business man can attain it. 

Then we not only permit bids on partial invitations, but we welcome 
them. We have found that that has been advantageous to the Gov- 
ernment, as well as to the person getting the bid. That is just the 
general picture. 

Mr. Curtis. Thank you very much. The reason I took the trouble 
to do that is because General Services Administration is new, and a 
lot of the businessmen throughout the country are not too well ac- 
quainted with its function, and frankly, there are many people who 
feel, and I think most of the members of the Small Business Commit- 
tee feel, that the more General Services Administration gets into the 
field of purchasing common-use items, the better the system will 
function. 

Might I ask one thing of you? 

Mr. Hottoway. Here are some figures that we have done recently 
that can be put into the record. 

Mr. Curtis. Yes; I would like to put that into the record at this 
time. Do you have a man located here in Omaha ? 

Mr. Hottoway. A supply man? 

Mr. Curtis. Yes. 

Mr. Hotioway. No, sir. 

Mr. Curtis. So anyone in the Omaha area would have to deal with 
Kansas City, is that correct ? 

Mr. Hotitoway. That is right. We have representatives here. Our 
building superintendent, for instance, and our real-estate man, and the 
people can get in touch with him, and he is easy to locate, in the sup- 
erintendent’s office of the Federal Courts Building. 

Mr. Curtis. Thank you very much. Thank you, Mr. Skinner. 

Mr. Skinner. Would you welcome a question of Mr. McCormick on 
price control at this time, or would you care to have us do it later? 

Mr. Curtis. You are on the stand, so if you want to ask a question 
of Mr. McCormick, go ahead. 

Mr. Sxrnner. When they drew up the General Manufacturers’ 
Price Control, they put a limitation on freight after March 15, and 
promptly the Interstate Commerce Commission announced an increase 
in freight, and the cost of freight is certainly a cost of doing business, 
and they don’t permit that in the General Manufacturers’ Price Reg- 
ulations. 

Now, there is quite an injustice. I can understand why the Gov- 
ernment may want them at this time, in an effort to hold back prices, 
to include the freight rate, they say absorb it, but it permits the use 
of trucks, and my particular company is primarily a railroad user, 
and to absorb most of their freight increases, because the truck in- 
creases came on a regional basis over the years, not by a general order 
of the Interstate Commerce Commission, like the railroad increases 
came. So the trucks have been going up all through the years, but 
there has been no change in the railroad rates for about 2 years, but 
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the trucks have been going up, and on a regional] basis during that 
veriod, so the user of trucks is permitted to absorb those cost increases 
in his price, but naturally, after the March 15 deadline, and the same 
day the ICC gives a general rail increase, it is penalizing the rail 
users of public transportation, the rails are being penalized to some 
extent. 

I point out that a user of private trucks, like C. A. Swanson who 
has their own trucks, they were allowed to absorb any increases in the 
maintenance, and what not, and show it as a cost over the last 2 years. 
We use the railroads and we are not permitted to do it. I just won- 
dered whether anything is being done to alleviate that. 

Mr. McCormick. This matter has been discussed thoroughly in 
Washington in my particular office, and also in Mr. DiSalle’s office, and 
there is real consideration being given to it. 

Mr. Sxrnner. I think we have a point there. I may be wrong. 

Mr. McCormick. I think you certainly do. I would like to have 
you turn over to me today a copy of the letter you wrote Mr. DiSalle, 
or have another one fashioned for me, and I would like to take it 
back when I go back home tonight. 

Mr. Sxrnner. I apparently was not clear enough in the first letter, 
because it was not answered right. I wondered if I had made myself 
clear. 

Mr. McCormick. Very, very clear, and I think you made a very 
good point. 

Mr. Curtis. I might say that Mr. Leo McCormick has been par- 
ticularly helpful to this committee, and when he says he will take it 
back to Washington and take it up, you can count on that being done. 
He has many times left the committee hearings to call Washington 
right on the = in order to help solve a particular problem that 
came up, so when he says he will take that back and do something 
about it, I think you can count on it. 

Mr. Sxinner. Thank you. 

Mr. Curtis. Mr. Street. 

Mr. Srreer. Thank you,sir. .- 

Mr. Curtis. Go ahead, Mr. Street. I forgot I was going to have 
Mr. Tyler come up, but we have you first, and then we will have 
Mr. Tyler. Come right up. 


STATEMENT OF G. W. STREET, REPRESENTING LEWIS INDUTRIAL 
MANUFACTURING CO. 


Mr. Curtis. Proceed. 

Mr. Srreer. I personally operate a small machine and metal shop. 
We deal exclusively with food industries, like the packers, the 
creameries and the dairies and the milk supply houses, and about 
95 percent of our output is stainless steel, which is used primarily 
in the food industry, and the Government recognizes that is the 
thing to do. 

We have some difficulty in getting materials. We do not do a 
large business, $50,000 a year, possibly, would be our volume, and 
all J am interested in is getting enough supplies to take care of the 
equipment and repairs needed in the food industry which we serve. 

Mr. Curtis, Now, you have been able to get your DO orders, 
haven't you? 
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Mr. Srreer. Yes, sir. 

Mr. Curtis. But those have been, would you say, hunting licenses? 

Mr. Street. That is right. 

Mr. Curtis. That has been our experience in these previous 
hearings. 

Mr. Srreer. Yes, sir. 

Mr, Curtis. Do you believe that the CMP will help you? You 
are familiar with that, of course? 

Mr. Srreer. Well, I hope so. 

Mr. Curtis. Now, have you taken up your problem with the local 
NPA people here in Omaha ? 

Mr. Srreer. No. I have been working through the Nebraska Small 
Businessmen’s Association, Mr. Cotton. 

Mr. Curtis. Mr. Bartlett, I wonder if you would comment on Mr. 
Street’s problem here. 

Mr. Barrierr. Well, I don’t know just how you have been operat- 
ing through your organization but, of course, if you need steel, the 
first thing to do is to file your application for a quarterly allotment, 
and our local office will be glad to help you in that respect. 

However, you may have that same service in your organization. 
You know definitely that your application for your quarterly has 
been filed? Did you receive an allotment number ¢ 

Mr. Srreer. No; I have not. 

Mr. Bartierr. Or quota ? 

Mr. Srreer. No; I have not filed an application. We have been 
getting DO’s. 

Mr. Bartietr. Up until July 1? 

Mr. Srreer. Yes. And we have been using that in getting our - 

lies. We have been utilizing the biggest concerns of the country, like 
United States Steel, Ryerson, Central Steel, and various other con- 
cerns that have taken care of us for years, and when they have not 
got the material we cannot get it. 

Mr. Bartuerr. Well, of course, the first thing you have to do under 
the CMP is to make known your wants. That is the purpose, to match 
the demand against the available supply, and if we don’t know of the 
demand we cannot make the two pa meet. We will be very glad to 
discuss with you and any other interested parties pobesrth gb who 
have not yet made application for their allotment of steel, copper, and 
aluminum under the CMP, to see that they do get the thing filed, or 
through Mr. Cotton here, we would like to include him in that. 

Mr. Curtis. Do you want to comment on that, Mr. Cleary? 

Mr. Cieary. Mr. Street, there is one thing that came out yesterday, 
and that is CMP Regulations 5 and 7, and as I understand it, a good 
deal of what you have to do is in the nature of repair and maintenance 
work and food processing equipment. 

Mr. Srreer. That is right. 

Mr. Cuieary. This regulation 7 that came out yesterday covers that, 
to a very large extent, and gives you a priority. 

I might say that you in particular are on a very sensitive question, 
and that is the matter of nickel and stainless steel. That is the reason 
you are caught in a very tight place, but since you are in food process- 
ing you will be entitled to get every assistance possible, and you will 
get the stainless steel, if you will get in touch with the local office of 
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the Department of Commerce, they will help you on that, too. Mr. 
Marvin Hicks is right here at this meeting. 

Mr. Srreer. Thank pe very much. 

Mr. Curtis. I would suggest that you might confer with Mr. Hicks 
in the back of the room while the meeting is in process. 

Mr. Cieary. We can help you with No. 7. Sometimes we cannot 
give you as quick an answer as that, but that just came out yesterday. 

Mr. Curtis. Thank you very much for your testimony. It has been 
very helpful. 

And thank you, Mr. Cleary. 

I would now like to call Mr. Tyler, if you will come forward and 
identify yourself and organization and give us the benefit of your 
knowledge of the Omaha pool. 


STATEMENT OF 0. V. TYLER, VICE PRESIDENT AND GENERAL 
MANAGER, THOR AIRPLANE & ENGINE CO. 


Mr. Tyxer. This will have to be more or less spontaneous, because 
I did not prepare notes. 

Mr. Curtis. Please identify yourself and your organization. 

Mr. Tyzer. O. V. Tyler, vice president and general manager, Thor 
Airplane & Engine Co. 

Basically I will have to give my impression of this pool, of which 
I am a member, Omaha Industries, Inc., and a lot of fellows here 
know a lot more about its performance in the last defense era period 
than I do, but I think I have a basic over-all picture of the functions 
they have performed. 

One of the problems that was found to be very evident in the last 
mobilization period was that any group of small plants chosen for 
their various locations and assorted skills could perform and con 
tribute to an end product, which would be classified as a prime con 
tract, and in some cases a very large and very voluminous item. 

This pool was formed originally in 1942, 1 believe, and carried on 
through the last war, and became inactive or practically in a state 
of status quo for about a year and a half there. 

Then at the request of several people in the defense department, Mr. 
Kirkland applied for a recertification. He received this recertifica 
tion in April, and all the members he had listed, all the firms to be 
members at that time, were sent their certifications of approval. 

Now, the first thing that Mr. Kirkland did was to contact, I believe, 
the Ordnance Department for prime contracts or contracts to bid on. 

I believe that one member of the pool bid on a contract down in St. 
Louis. They went down there and ahs the bid. 

One of the problems that they were confronted with was that this 
bid, this request for a quotation, had been sent to a various number 
of firms, and of these firms, I believe some 450 bid on this item. 

This particular manufacturer who went with Mr. Kirkland was 
fifth up from the low man in some category there. Now this particu 
lar item, this man had. it built in his plant durmg the last war, and 
he was completely familiar with it, knew the functions of building 
this container, and so on, yet he was fifth from the bottom. 

Now, it seemed that the low bid was a very important factor in 
taking this contract from us. It seems as though that was one of the 
major factors which brought up several questions in our minds. 
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One is, during the defense period, we all know, our industry has 
to convert, and we cannot possibly get the production needed to defend 
the country or win a war if only the manufacturers of arms, and those 
who set themselves up as arsenals manufacturer. They have to take 
in other fields. 

In other words, people during a war will probably stop building 
toys and start building arms. There is a conversion to be done. 

‘Now, it makes it pretty rough to make a conversion when, for exam- 
ple, the ordnance or any other department has of necessity put in a 
requisition for, say, a hi alf-million of part “X,” and. they shoot these 
invitations for bids all over the country. Well, naturally, the people 
who have been building these parts day in and day out, and it is their 
business, and in lots of cases their tooling is so close to what they 
require, that they can get going quickly, and if they are going on that 
item they can expand it in a few weeks. They have the trained per- 
sonnel. They can get on the item, and they can put in a very low bid 
as compared to the fellow who wants to start into it, or who has done 
it but would like to go back into it again. 

We contend that that is fine, but we contend that one day when the 
volume becomes—in other words, when this same item keeps being 
reordered and reordered and reordered, that this Government will 
reach its capacity with this so-called plant that I have mythically 
described that could do it, and got it by a low bid, and that plant is 
going to be full. Then we wonder whether or not there is going to 
be a time element left in which to bring in these fellows who have 
been third or fourth high in maybe 500 buyers, or 500 bidders, rather. 
third or fourth high in maybe 500 buyers, or 500 bidders, rather. 


We contend rather than have that es we believe for the sta- 


bilization of this defense effort, that maybe at one time the few con- 
panies that were in a sensible range of that bid should probably be 
looked at right then and there, and the work spread out just a little 
so that you have got five potential sources, rather than all of your eggs 
in one basket. 

Now, we are not going to be able to get bids, if they are going to 
hand these out to five or six hundred people on every item we go 
after, because there is another angle that is blocking us that is pretty 
rough, and that is the angle of the labor market. In this Nation we 
have various labor markets of various classifications and varieties. 

There is the Detroit area, the South Bend area, and those tool- 
making areas, and automobile-making areas, and they have more or 
less within their own areas stabilized a certain price range. 

We in Omaha, by working with the same, have established a certain 
rate for certain classifications. You must realize that when these 
bids come out, Nation-wide, that if every bidder bid the same man- 
hours on a job, that due to this difference in rates alone it would 
block the bid. 

I don’t believe that the Department would get the proper picture 
of what was going on by just the end price. on what was bid per item. 

We find that in some cases our skills are rather high, and that we 
pay rather high as compared to some towns, say, geographically lo- 
cated five or six hundred miles to the south of us, or to the southeast 
or the southwest. 

Lots of times when these bids are made, some bidders have more 
access to what is required than others. In lots of cases they have done 
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the job. And in the particular case I was mentioning awhile ago, 
several thousands of these containers had been made. This fellow 
knew what his problems were going to be. He allowed for them. He 
did not say that he was ignorant in bidding, or the fact he was igno- 
rant in bidding caused him to run into trouble. Not that it will hap- 
pen, but it could happen. 

Mr. Curtis. I think that is a very interesting presentation. | 
wonder if we could stop on that particular point and Admiral Ring, 
I wonder if you could carry on and if you would care to make some 
comment on that, because I think it is important. 

Admiral Rina. Yes, I would, Mr. Chairman. 

What Mr. Tyler has said interests me very much. The problem 
confronting the military departments, and the Department of De- 
fense, is the most troublesome one. 

As you know, Mr. Tyler, we are disseminating information through 
the Department of Commerce’s daily synopsis sheets of bids, and 
getting just the greatest amount of publicity possible. Widespread 
publicity and formal advertisements and competitive bidding is in 
normal peacetime the best way for the Government purchasing agenc) 
to buy. 

Yet, likewise, there isn’t any question in my mind that some of the 
circumstances that you have touched upon, with the continued dedica- 
tion to formal advertising and widespread competition, can work to 
avery great disadvantage on certain local areas. 

In other words, as I said to Mr. Curtis and Mr. Dalmas just before 
the meeting, I think we would be making a great mistake to adopt a 
hide-bound rule, that we will have nothing but negotiations, or a 
hide-bound rule that we will have nothing but formal advertising 
and competitive bidding. 

I think what Mr. Holloway from GSA mentioned, this business of 
decentralizing your procurement authority as much as possible, and 
the intelligent use of a negotiation of portions of those contracts 
locally, will come closer to solving part of the problem you have 
mentioned than anything else. 

With regard to the broadening of the industrial mobilization base, 
there is no more important single problem confronting the office to- 
day than just that. It is not right to get just one facility tooled up 
capable of taking all of our requirements in the cold-war period, but 
completely incapable of taking care of all our requirements, should 
it get into all-out mobilization efforts. 

What a great many people fail to realize is that they compare it 
with World War II. This isnot World War II. The number of men 
under arms, compared with a number of people we had under arms 
in World War II, is vastly different, as you know. Too many people 
are looking to the Department of Defense Procurement for the same 
impact upon the economy as was felt in World War II. 

It just is not so, and we all know it is not so. I hope that we can 
use negotiations intelligently, because if we do formally advertise 
and competitively bid, the Comptroller General of the United States 
will properly insist that we award the contract on the basis of the 
lowest bid offered, and that is the law. : 

If we negotiate, and if we negotiate honestly and intelligently, | 
think that we can accomplish much in the way of broadening the 
industrial mobilization base and accomplishing much in taking care 
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of the particular problems of the particular areas in which we are 
trying to negotiate the contract. 4 

There is just one more thing I want to say: The Post Office Depart- 
ment is a wonderful institution, and the Government procurement 
offices have got to answer their mail and handle their mail. There 
still isn’t any substitute, just as in commercial business, for the busi- 
ness of selling. You have got to sell your product or you will stay 
out of business or go out of business. 

All I am trying to say is that the procurement offices have got to 
know what you can do, and you have got to keep on selling them. 

Thank you, Mr. Chairman. 

Mr. Curtis. Thank you, Admiral Ring. 

Now, did you want to go further? I interrupted your statement at 
that time, because we were out on that point. 

Mr. Tyter. Well, chronologically, i picked this channel on the prob- 
lem that Mr. Kirkland hit there, so then I had opened up this little 
factory of mine with the idea that I had been in aircraft most of my 
life since leaving school, and I was affiliated with the Glenn Martin 
Co. in the last war. As a matter of fact, I was brought here by that 
company to help operate this plant. 

I am making this statement to kind of let you see the picture as 
I saw it. When the plant closed here after VJ-day, we had trained in 
the neighborhood of some 22,000 people in this area. A while ago the 
statement was made that primarily Omaha industry is concerned with 
Omaha-Council Bluff. I would like to add a little to that. That was 
true in the last war. This time our certification covers Nebraska, the 
whole State of Nebraska, in its entirety, most of South Dakota, and 


a large portion of the western part of Iowa, which brings right in 
about this radius that we were hiring people from to train people 
down here. 

Now these people after VJ-day—and this town is a rather stable 
one, when it comes to the citizens in it, and so is the State—but these 
people did not leave the State and then return in a year or 6 months, 
like you see in some areas. Most of the “peo own their own homes 


and are proud of it, which brings up the point that most of these 
people we trained with Government money in highly skilled profes- 
sions are still in this area. 

I did not see any aircraft work being done in this area. 

I was also affiliated with the Boeing Co. at Wichita in 1948 for 
almost a year, and even at that time when I left Boeing our employ- 
ment problem was rising tremendously, and we had not started this 
current B-47 program then. 

Now they are pulling their hair to find people, yet just up the road 
here 300 miles is an area with a potential of at least 20,000 trained 
people in the various skills that those people require. Allied skills 
arenumerous. People are trained to build aircraft. 

I won’t make the statement and say that they can build anything 
else, but the quality required for aircrafts, I don’t know of any that is 
any greater in the country. 

The point that I am trying to make is that here is a great potential 
market to put critical defense items in, and it has not been exploited 
vet. 

Mr. Curtis. Do you have the idle plant facility here, too? 
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Mr. ‘Tyrer. Now, on this idle plant facility business, we have beer 
doing quite a little bit of surveying among our members, and among 
our nonmembers and I have found that there are few plants sitting 
idle with just air space. 

However, if you talk to most of the operators that are running the 
factories in this area, they will tell you of the percentage of their plant 
that they are not using. <A lot of them are only working 5 days a week. 
The majority of them only have a skeleton crew for the second shift. 
It is only in rare cases that there is a third shift work in this area at 
all. 

As to machine tools, it always seemed to me to run just as well on 
the third shift as they do on the first, so there is quite a bit of elapsed 
time that is not being used. The reason it is not being used is that 
they don’t have the work to put in there. They are not averse to run 
ning that plant 24 hours, 7 days a week, if they need to. They did it 
during the last war. 

So far as my being able to say that there is a whole empty plant, it 
is running now but has only been running to a 20 percent capacity. 
That is not one plant, that is plant after plant that is in that condi 
tion here. There are idle machine tools. You can go into some of 
these plants and you will see 20 punch presses with only 2 being used. 

Mr. Curtis. Is that because they cannot get scarce materials to con- 
tinue their civilian operations? 

Mr. Tyzer. Each week you will see where the scarcity of materials 
has pulled it down and shrunk their civilian production down. 

Mr. Datmas. Where are the materials, if you don’t have defense 
contracts? I would like to ask you where the materials are. 

Mr. Tyuer. I thought I was going to wind up by asking the Board 
that. | Laughter. |] 4 

Mr. Datmas. Well, we have had that shot at us so often, that | 
wanted to get back at somebody, and you looked like a very agreeable 
gentleman, so I took advantage of you. 

Mr. Tyuier. You have had your quip, then. That represents ca 
pacity, I think. I think putting it in that terminology there. No, 
these fellows have not shut their plants down. They are trying to 
hang on the best they know how. 

Mr. Datmas. They have got to. 

Mr. Tyter. They would like to do defense work. It doesn’t matte: 
if they have done it. The item you people need, they will try thei: 
best to get the low bid and do the job, and I believe they can do it. 

Mr. Kavan. Mr. Chairman. 

Mr. Curtis. Will you identify yourself for the record ? 

Mr. Kavan. My name is W. E. Kavan. I asked Mr. Kirkland 
here, oh, a couple of weeks ago, about whether or not he knew of any 
firms that might be interested in a nonwar product, and he said they 
were all so busy that he didn’t know one that would be interested in it. 

Mr. Tyzer. I don’t know how that came about. That is news to 
me, because for the reason I have been rather close to these people, 
and after we found the way these primes were handled, we believe we 
will get a prime contract here and there, and we believe they wi!! 
be forthcoming. We think these problems that have been confront 
ing us will be ironed out. We see these direct steps being taken, suc! 
as the presence of you gentlemen here today. 
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Until that happens we would like to get the people working on 
something so that there is an immense amount of aircraft work to be 
done, so that most of these facilities have some people who are trained 
in aircraft industry. 

With that in mind, the Boeing Co. sent representatives up in this 
area to look over what could be done, and the Air Force represent- 
atives came with them, and we visited some 20 plants on that partic- 
ular trip. 

After the meeting I can give you, I can sit down with you and make 
out a list of the plants we saw, and what I saw and what these fellows 
told us they had as available, and a lot of that. 

Mr. Curris. That would be helpful for the record, if you will 
do that. 

Mr. Tyrer. In a great many of them, even their first shift was not 
up to full production. Now, how this might have come about, in a 
few skilled industries 

Mr. Kavan. It happened to be metal. 

Mr. Tyxer. In some spots we are loaded, you might say. Now, tool 
and diemakers, because the whole country is tooling, can be loaded. 
I could probably go to Mr. Kirkland tomorrow, or any one of you 
fellows, and say, “I have got a $10,000 die job, can you handle it?” 
And you might tell me, “Not for 6 months. I have got commitments 
on this run, but after then we certainly can.” 

I am not trying to say in this span of time from now until the end 
of July that there is really any basic trouble, or so forth, but I am 
speaking of a general condition that is spread over the next 6 months, 
if some steps are not taken now we will suddenly end up a blind 
alley. 

Mr. Kavan. On that point, Mr. Speaker, if I might say, if we have 
peace in the next 2 weeks, are preparations being made, and is this 
committee being interested in taking care of industry on a peacetime 
basis, when all the war contracts are finished ¢ 

Mr. Curris. Naturally, our committee, I might comment, is most 
interested in that, and I think everyone in this country is well aware 
of the fact that even though peace might be declared in Korea we 
still will have to continue our defense mobilization, and I don’t be- 
lieve there is anybody who thinks about it that does not realize that 
we have got the same problem before us, because where it might break 
out next is anyone’s guess, so we certainly anticipate a continuation 
of this defense mobilization. 

Mr. Kavan. Not forever, I hope. 

Mr. Curtis. Well, I don’t want to get into too many comments on 
the subject. 

Mr, Kavan, I am vitally interested in what can be done in nonwar 
industry and when. 

Mr. Curtis. My comment is this, that we have not yet met our 
mobilization schedule, and that is entirely apart from the Korean 
War. 

Now, certainly, if the Korean War is over, that will relieve, to 
a certain extent, some of the procurement that the Armed Forces 
are doing right now. But, relatively speaking, 1 don’t believe that 
that cut-back will be a great deal. As a matter of fact, it will allow 
us to go into fields that we at the present time are not going into, 
because of lack of finances on the Government’s part. 
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For instance, civilian defense, which is going to require the utili- 
zation of a lot of material and equipment. Congress, so far, has 
not thought it was vitally necessary, in view of the fact of other 
things that require more in the way of a precedent, to go into a great 
deal of the civilian defense program. But you are very right in 
presenting that problem. It is a very acute one, and I think most 
people in our Government are aware of it. 

Admiral Rivne. I am very interested in one thing that Mr. Tyler 
has told us, because it is so close to what a witness told us in Denver 
the other day. 

We were told in Denver, Mr. Tyler, that the aircraft manufacturers 
generally were not very much interested in subcontracting. I was 
very much interested in what you just said about representatives of 
the Air Force and Boeing being there, and we have been told that 
Mr. Kirkland is down at Wichita today trying to line up some sub- 
contracts. 

What is your opinion of the attitude of the major producers of air- 
planes? Are they truly interested in spreading the industrial mobili- 
zation base? Are they making an effort to go out and get good 
subcontractors ? 

Mr. Tyter. The first step that I think will answer that in the 
affirmative, their attitude is—they have a set-up in Wichita on a B47 
project, and they have a B-47 project planning group. Each of the 
companies producing the B-47 now, or who are preparing to produce 
it, have a representative on this Board, and it consists of Boeing of 
Wichita, Douglas from Tulsa, Lockheed from Marietta, Ga., together 
with Major Boyd of the Air Force. 

Now, I was in a little conference with that group about 60 days ago, 
and told them basically, “Here is an area that we would like to have 
you look over.” 

They then had these people, when they visited us, give them their 
written reports, and what they would suggest that they do. Apart 
from that, let’s speak of Boeing as a prime contractor, and what they 
are doing on their own. 

I understand that when they were given a contract there was a 
specific percentage of that aircraft that the Government said must be 
subcontracted. Since that time, due to the critical labor standard vr 
conditions in Wichita, they have had to repropertion that percentage 
in favor of more subcontracting. 

The mistake made, I believe, and this is my own viewpoint, I could 
not prove it, but just from generally speaking, I believe that the con 
tractor, if located in any general area, let’s say, like Wichita, his 
first subs were put out too close to his own plant, which resulted i: 
those people hiring the people that Boeing were depending on hiring 
themselves, and they are now in the smaller plants. 

Generally, the public are very tired of it. For example, let’s take 
the people in this area, I worked quite a few of them during the last 
war, and I don’t think they like it to work in a plant where there were 
18,000 or 20,000, as well as they like it to enok in one with 150 em 
ployees, for several good reasons. They knew each other better and 
they could depend on each other, and so on. 

Mr. Datmas. May I make one point? When you have a small plant, 
and you have skilled workmen who are intelligent people, they take 
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a great deal more pride in what’they are doing than they do on a pro- 
duction-line job; isn’t that correct? 

Mr. Tyrer. Absolutely. I agree with that 100 percent. 

Admiral Rrxe. What I wanted to do is this, I was interested in 
knowing what Mr. Tyler was saying, and I do want to get in the 
record, on behalf of the Air Force, that I think the Department of the 
Air Force has done a magnificent job in trying to spread this work out 
through the medium of subcontracting. 

Mr. Tyuer. I believe so. 

Admiral Rrvg. I am interested in the fact that even though Boeing 
in Wichita started with too small a circle of subcontractors in the 
immediate area which, after all, is understandable, and it may have 
been a little slow in fanning out, they are now making an effort to fan 
out. 

Mr. Tyxer. To soften that statement, I would like to say this on be- 
half of any major contractor, and we were speaking of Boeing, I don’t 
know that I should call any one name, but I think they had the same 
growing pains in the subcontracting work. The reason they put it in 
close to their own plants, I believe, in all cases, was for quality con- 
trol. In the last 5 years aviation has advanced so rapidly, that we are 
in a unique position, and we have a new technique in building aircraft 
now. 

Up until 1945, when a fellow had a battery of punch presses and 
a couple of brakes and shears, he could go into the aircraft business. 
Today those are still used, but they are almost a drug on the market, 
when you start whittling out a B-47. I say whittle it out. That air- 
pl: ine is composed of heavy forgings, whic h must all be done by mill- 
ing machines. The thickness ‘of the skin, for ex: umple, instead of 
being .001 is five-eighths of an inch thick, and it is shaved to taper on a 
long - planer. 

You can see subs employing new skills and techniques, and that 
would be a major worry to a major contractor as to when those parts 
would be coming, and as to whether they would be coming, and as 
to whether they would be rejected or ready to go on an airplane. They 
could not jump in a car and go to Omaha to see if we were drilling 
holes properly. They put us “close to themselves so that they could 
follow it. 

Now, that era is over, and their own planning is a little better. They 
can give us a group of plans, whereas 2 years ago they did not have 
the ship plans themselves. They were just going day by day and 
building the ship. I believe they are in a better position to do what 
the Air Force asked originally, and I just believe that as these accel- 
erated schedules come, that is what is making the thing suddenly look 
as though it is tightening down to form a bottleneck, without the 
greatly accelerated schedules. I don’t believe that we will feel it as 
acutely in aircraft for a while yet. 

Mr. Curtis. Let me ask you something a little off the point, but 
we have had a number of indications that some of the bigger aircraft 
companies have been stockpiling or inventorying a great deal of extra 
aluminum, and that is where a lot of the aluminum has gone out of 
the normal civilian market, when actually the inventories that are 
built up are not realistic in comparison with the defense contracts. 
Would you comment on that? 
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Mr. Tyter. Not having worked in a major one since 1949, 1 can 
only give you my personal viewpoint on the thing. 

Mr. Curtis. I would like to have that. 

Mr. Tuer. These aircraft factories, in that interim of time from 
VJ-day until hostilities, or hostile attitudes, you might say, started 
over in Korea, had been developing better and faster aircraft. In lots 
of cases they had been paying their own engineering group to get it, 
at least on paper. We were in what I termed as almost a peace, and 
we felt pretty good about it. These fellows design some pretty good 
airplanes, and were years ahead of design at the time. They are what 
we are currently producing to use in this fracas. Those fellows had 
to grope along, because if they would contact anyone in Washington, 
naturally I believe that our country wants to see advancement and 
design to keep abreast or ahead of the world as we have always done, 
but so far as appropriating or giving those people a contract for a 
thousand of a certain model of airplane, that is strictly a bomber or 
strictly a wartime airplane, I don’t believe it was feasible, and it 
didn’t happen. They got small contracts. 

Now, in this case here with this B47, before 1 left they had a 
contract for only a few airplanes to get started, and more or less 
they used those ships to see what they had, and they put them in 
good condition. Then suddenly, from out of nowhere, comes an accel- 
erated schedule for a great, great many of these same airplanes. The 
airplane is made probably from 80 to 90 percent of aluminum in some 
form, alloys, forgings, and so forth. 

Well, the aircraft man, the first man he calls when he gets a big 
contract thrown at him, is his aluminum sources. When he found that 
they said they did not have it, not even for his current production, 
you can see where any time he could buy any bar stock or extrusions, 
he would take them. 

I don’t know if they did that or not, but I will tell you right now, 
in my little shop, if I can latch on to a truckload of bar stock, I will 
buy it today, if I have to borrow money to get it. If I don’t get it, 
I will come out short. I will spend a thousand dollars on long-dis- 
tance phone calls, and I will have representatives come to me and 
apologize that they just have not got it, and they probably won't have 
it when I need it. 

Mr. Curris. That is the theory of the Government’s stockpiling 
program, and we have suspected their needs to be more cooperation 
as between the stockpiling program and the companies that are actu- 
ally going to have to utilize the stockpile of critical materials, and 
actually there is an indication that, and I am not saying that that 
is a conclusion—but there is just an indication that maybe some of 
your big aircraft companies are actually stockpiling themselves. 

Mr. Tyzer. I would not say they did. You notice, I gave you the 
condition that existed. 

Mr. Curtis. It is just a suggestion. We don’t know either. 

Mr. Tyuer. If they did or did not, I don’t know that I can criticize 
them. 

Mr. Daumas. They would not call it stockpiling, they weuld call 
it taking care of themselves. 

Mr. Tyier. You may call this stockpiling, but I don’t think it is. 
being an old aircraft man I am probably prejudiced, but if I have 
been scheduled to produce parts for the Armed Forces in 1952, and | 
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buy aluminum sheet up to go through that 1952 period, if you were 
to walk through my plant just casually and saw all of this sheet and 
bar stock there you would say, “I wonder what he is doing with all 
of this laying here?” Cant’ you see? Maybe I am holding 10 months 
or a year ahead, due to the critical condition that arises when you 
try to get it. 

Mr. Datmas. May I say, Mr. Chairman, that that makes it pretty 
hard on the rest of the small fabricators, though. 

Mr. Tyter. It does. Do you know why? 

Mr. Daumas. Why can’t it be scheduled ? 

Mr. Tyter. I will tell you why. 

Mr. Curtis. Admiral Ring, you know the problem better than any 
of us, but my point is this, that it seems to me that in letting these 
contracts to big aviation companies, when at the same time you have 
a stockpiling program for these critical materials, that some way or 
other the stockpiling program should be coordinated with their actual 
needs as they go into these larger defense contracts. 

Admiral Rivne. Mr. Curtis, I am, of course, not taking issue with 
you, but the national stockpile is not designed to take care of current 
production needs. That was not the intent of Congress when it passed 
the Stockpiling Act. 

Mr. Curtis. I understand that. We are talking now about a pro- 
duction schedule, where your delivery dates are 2 to 3 years off. Maybe 
Iam wrong, and if Iam I would like to be corrected. I presume your 
stockpiling program does contemplate possible needs 2 or 3 years 
from now ? 

Admiral Ring. The stockpiling program is designed to take care of 
the total national needs for the product stoc kpiled at that unhappy 
time when imports from overseas might be denied to us. It requires 
the approval of the President of the United States to draw down 
material from the stockpile now. 

Now, there is an impact, however, if the Government and General 
Services Administration does this through Mr. Walsh of the Emer- 
gency Procurement Service. GSA is the buyer for critical materials, 
and there is no question but what the Government acquisition of mate- 
rial for its stockpile contributes to the lack of material for the normal 
day-to-day needs. 

Now, what Mr. Tyler has said, as Mr. Dalmas has pointed out, it is 
aw fully bad to contemplate from the point of view of general shortness 
of material, because if a forehanded buyer can buy enough material 
to etm him going on a planned production schedule for a year or 

ears, and if the m: aterial is hard to get in the market, the reservation 
in any one plant of 2 years’ stock might mean the denial of a quarter’s 
worth of material for 10 firms all needing the material for the business. 

It seems to me that the orderly sc heduling, which I trust and believe 
the controlled-materials plan will bring out, is the way to approach 
the thing, to get the thing on an orderly schedule basis, so that all who 
need the material may share in it, rather than a few forehanded people 
who are able to get the material, tying it up for too long a period 
of time. 

I don’t know, Mr. Curtis, that I have made clear my views on the 
stockpile, but to me it is the acquisition of stockpiled material, and 
the immunization or isolation of that material for the national stock- 








2766 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


pile at a time when it may be critically short, which is what we have 
got to watch. 

I don’t believe that we ought to contemplate the actual issuance of 
stockpiled material, when they have not reached their objectives for 
the national stockpile. 

Mr. Curtis. Well, we could go into a long discussion on that, of 
course. 

Mr. Datmas. Mr. Chairman? 

Mr. Curtis. Yes, Mr. Dalmas. 

Mr. Damas. The point I think we are missing is one thing here 
about these aircraft factories, and others piling up aluminum, and 
that is that it is done through a Government order, a directive. 

Mr. Curtis. That is right. 

Mr. Daumas. And I don’t think that the Government should be a 
party to private plant stockpiling when the rest of the country is 
suffering. 

Admiral Rive. Mr. Curtis—— 

Mr. Tackie. Under the controlled-materials plan every fabricator 
of critical materials is required to report his actual] inventory and 
his future drawing from the producer, based on the amount of inven- 
tory he has. If he has an excessive inventory for the quarter, in which 
he submits his report, he is not permitted to acquire any more, and 
the National Production Authority and the Defense Production Ad- 
ministrator have the right to go in and take away any excess materials, 
and transmit them to another manufacturer, who may not have 
enough. So as of July 1, all inventories of aluminum in the hands 
of aircraft manufacturers are reported to the NPA in Washington, and 
it is a matter of record now that anybody who wants to can see what 
are the stocks of aluminum of any aircraft producer, and his future 
shipments are strictly regulated by that. 

Mr. Curtis. It has not been in effect long enough where we have 
any conclusions as to how much inventory has been built up. 

Mr. ‘Tackte. That is correct. The NPA Compliance Division did 
send men, I think, to something like 30 aircraft manufacturers around 
the country along about May, and got the actual inventory. 

Mr. Damas. You will recall that you presided at Little Rock, Ark., 
when this subject first came up, and that investigation probably came 
from the meeting that you chairmaned down there. 

Mr. Curris. There was no question that it came from that. 

Mr. Tack.e. It could be. 

Mr. Curtis. I think, Admiral, you and I will have a little talk on 
this angle, but 1 don’t want to bore everyone here with that particular 
thing. 

Mr. Tyter. Mr. Chairman, I would like to say that these controls, 
effective as of July 1, that is the way everybody is trying to handle 
small and large alike. There is one thing I want to get in here that 
probably is not personal, but I am suffering by it, and I think quite 
a few others are in this stockpile I am speaking of, and I will discuss 
it a little. 

I am not discussing the policy of stockpiling, but it would seem that 
there is’existing now, and with more and more accelerated schedules 
in more and more models of aircraft, I question the availability of 
enough aluminum, extruded sections and forgings to take care of 
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the stockpile and the program. One or both of them are going to 
suffer unless there are more sources set up on these items. 

Now, it has been rearing its head as a bad item for the last 14 or 15 
months, and it gets worse daily. Forgings and extruded shapes are 
terrifically critical. I understand we Sie two sources, and I talked 
with a representative of one, which I think is the largest source in the 
country, yesterday, and he basically said the same thing to me that 
I am telling this committee now. 

Now, I believe I would certainly like some deep thought to be given 
to this before all of us get into a pretty big jam on these items. Sheet 
is not as critical because we have—and that opens another field—there 
are about six major producers of sheet, but extruded shapes and forg- 
ings are critical, and we are in the position where they are getting 
more and more critical every day as each contract is accelerated. 

Mr. Datmas. Mr. Chairman, one of the big plants down in Indiana 
told us that they were not operating at capacity. How do you account 
for that? 

Mr. Curtis. That is right; that was at Lafayette, Ind. 

Mr. Dautmas. Yes. How do you account for that ? 

Mr. Tyter. Well, I see small articles in the paper now and then 
that would substantiate those statements. That is why I am glad to 
talk to the committee. I cannot understand why we are so far apart. 
Our requirements are so great, and yet you get a few whispers. 

Mr. Curtis. We could not understand it. At the hearings in La- 
fayette, the Alcoa plant, the extrusion plant was not producing at 
capacity, and they laid off people. As a matter of fact, we were there 
in April, the early part of April, and that is something that we are 
concerned with. Your testimony here has been extremely helpful, 
I know. 

Mr. Damas. It has been very valuable. 

Mr. Curtis. I know that everyone on the Board here, and I know 
Admiral Ring does, feels that this has brought up some very inter- 
esting questions. 

Mr. Pictan Mr. Curtis, for the record, we are not stockpiling and 
have not at any time stockpiled sheets or extrusions, only pig. 

Mr. Curtis. Only pig; that is right. 

Mr. Tacxue. And that was suspended either the latter part of Janu- 
ary or February, and there has been no aluminum stockpiled since. 
It has been held up until the additional supply sources being created 
now come into production. 

Mr. Curtis. Incidentally, for anyone fabricating aluminum for the 
civilian market, it was largely this committee’s effort that produced 
the elimination of the death sentence that had been imposed. Of 
course, most of you have been on starvation diet, which is almost like 
death, but at least it was not the actual death sentence. 

I do think we will have to go along. 

Did you have anything further? 

Mr. Trier. Not unless you have some questions. 

Mr. Curtis. Are there any further questions of Mr. Tyler? 

Thank you very much for your very helpful statement. 

Mr. Damas. I think Mr. Tyler made a very fine contribution. We 
certainly appreciate his testimony. 

Mr. Curtis. We will now call Mr. Alden Holm. 
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STATEMENT OF ALDEN HOLM, OWNER, ALDEN HOLM CO., 
OMAHA, NEBR. 


Mr. Curtis. All right, Mr. Holm, make yourself comfortable, and 
please give us your name and tell us what your company is, and what 
your company fabricates, and give us your problem. 

Mr. Hoim. Mr. Chairman and members of the comittee, my name 
is Alden Holm, and I operate a small business under the style of 
Alden Holm Co. 

I run a retail business, a small business, doing a business of around 
$100,000 a year. We employ six people, and our business is purely 
a service business. We make nothing. Ours is an aggressive busi- 
ness. It has always been very highly competitive, over the years, 
and when business got bad all we had to do was to go out and work 
that much harder to make it good. 

But today we have got a different kind of competition. It is big 
competition. It is big Government, big business, and big unions. It 
is doing harm to the people; it is affecting their attitude; and it is 
getting to be pretty rough on a small-business man to compete with 
these big things, because he is competing with people that are hir- 
ing others away from him, paying better salaries and giving bet- 
ter working conditions. 

The Government is creating so many jobs under this defense pro- 
gram, and under the other programs, that we are getting to a stage 
where it appears to me as though a small-business man—that there 
are more jobs than people. 

Now, here is the way it affects me. We cannot hire a salesman 
in our business any more, because the same qualifications necessary to 
be successful pays better in Government service and these various 
other defense jobs. 

So the result is today, if you may pardon my expression, is that 
we are operating more in a one-horse manner than we were a year 
ago, yes, even 2 years ago. 

One of the things a small-business man looks at along this line is 
this: The railroads, the utilities, and the bus lines, truck transporta 
tion lines, telephones, and so forth, operate on a basis of, well, let’s 
say this, that if they cannot render or show a profit to their stock 
holders they can appear before some Interstate Commerce Commis- 
sion and by showing their records to prove that they need an addi 
tional rate increase they are granted that rate increase. 

We do not have such a recourse in our business. We,represent in 
the main three to four large main manufacturers who, I will say, 
in the last 5 years have not even troubled themselves to come down 
to our level to ask us what our problems are, to sit around a table 
like we are here to discuss our national problems. They are so pre- 
occupied with their own problems that they set the schedule up more 
or less like this, a printed wholesale price list, and a suggested printed 
retail price list within the structure. 

We operate and hope to make a living, a good living, and that is 
where we are having a rough time. ; 

As an example, comes the spring of the year, and summer vacations 
in normal times, we could have many kinds of high-school-age people 
who would jump in and work for us, young boys and so forth. This 
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spring it was almost impossible to get one. Where did they go? They 
went out here to some of the railroads where they made higher wages, 
much higher wages. 

Now, for an errand boy we used to pay, oh, 15 years ago, 25 cents 
an hour. We cannot hire one today for 85 cents an hour. We had 
about a third-grade one here for about 2 weeks, and then he came to 
us and said that he was quitting, he was going down to one of the 
railroads here, and that, he was offered a job as a common laborer, 
washing cars, for $1.42 an hour, which I think is the minimum labor 
wage on the railroad. 

The same thing has happened out here at the air base. We cannot 
even begin to compete. We cgnnot pay the freight in that type of 
picture. 

Another thing we are competing with is in hiring salesmen, we 
cannot get men who have the qualifications who will go out and pay 
the price necessary to be successful. 

Back in the good old days, before we had this difficulty, why, it used 
to take us 6 months or a year before we could get a man to pay his 
keep. Now it is almost an imposition to get the follow in the staging 
era. In other words, we just don’t get them much, they are just out 
of the market, because of all the other available sources that are 
better paying. 

So that, in the main, is the gripe of a small-business man, and in 
comparison with all these big figures and big talk of these defense 
orders and defense contracts, it is small fry, but I imagine if you 
were to group it all together in the national picture that it would 
really amount to something, it would be a good thing. 

What do we ask? We don’t ask fora single thing. We just kind 
of like to be left alone. But if Government keeps on doing every- 
thing for big business by way of protective legislation in one form or 
another, we just eventually will be left alone, and we will have to get 
out of the picture. Now, from where I am looking at it, big Govern- 
ment, big business, and big unions are quite a proble m of the country. 
If they are competitive to each other, it would not be so bad, but it 
looks like they‘are all sleeping in the same bed. So I cannot come up 
with an answer. 

I have just given you a little talk of a small-business man, and pos- 
sibly it might “have some value for helping and hedging against some 
of the things you fellows are figuring on doing. 

So I come up with the request that you stop putting any more regi- 
mentation in this picture any more than you have to do in order to 
do the job. 

Mr. Curtis. Thank you very much, Mr. Holm. We are very in- 
terested in your statement, and I want to tell you this, that our com- 
mittee, and the fact that the Congress created the commitee, is based 
upon the realization that small business is the backbone of American 
economy, and smal! business applies to companies like yours. 

I wonder if you would mind telling us for the record just what 
the services are that you perform. 

Mr. Hoim. Yes. I forgot to mention that. I am in the business of 
selling and distributing carbon paper, ink, ribbons, and duplicating 
supplies. It is purely a service business. 

Mr. Curtis. Incidentally, have you ever tried to sell GSA? They 
buy the common items for, or procure them for the Government, and 
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I was just curious as to whether or not you do any defense selling or 
Government selling. 

Mr. Hotm. Well, during the last war we did do a lot of business with 
defense plants, but we did it with the contractors that were working 
on Government contracts. 

Mr. Curtis. I see. But your primary problem is one of labor, as 
I see it, the fact that you cannot get people to perform that service, 
and yet the service of distribution is certainly a very essential service. 

Mr. Houim. Well, we are confronted—for instance, I got to men- 
tioning this cycle of the railroad hiring this fellow away from me, 
and paying him almost twice as much as I could, and the same rail- 
road now has a request before the ICC for increased freight rates. | 
am the guy who is going to pay the increased freight rates, so it is a 
vicious circle. I have to pay a higher freight rate to pay them to hire 
this guy away from me. 

Mr. Curtis. Thank you very much. 

Are there any questions? 

Thank you for a very fine statement, Mr. Holm. 

Mr. Hoim. Thanks a lot. 

Mr. Curtis. Our next witness will be Mr. C. F. Mason, of C. F. 
Mason & Son. 


STATEMENT OF C. F. MASON, PROPRIETOR, C. F. MASON & SON, 
AUBURN, NEBR. 


Mr. Curtis. You are Mr. C. F. Mason, of C. F. Mason & Son, and 
I believe you are from Auburn, Nebr.; is that correct? 

Mr. Mason. Yes, sir. 

Mr. Curtis. Will you make yourself comfortable and give us what 
your business is for the record, and state your problem. 

Mr. Mason. Allright. Primarily I am in the tractor and implement 
business at Auburn, Nebr., and I also have another little place at 
Nebraska City. 

My problem is a little different from what I have heard this morn- 
ing. Down there, where we are, especially at Auburn, we are in the 
service end of it, naturally, and our job is to take care of our farmers. 

Well, there is something else that is taking care of the farmers dow) 
there this year, and that is the rains, and we have really had them. 

But my idea was this. We have a complete service shop, machine 
shop, welding, and we do all sorts of outside work, using mechanics, 
skilled labor, and things like that. 

Of course, I am not large enough to go out here and bid for an) 
contract. What my idea was was to come up before the Board and 
the committee, to see if we could not get a subcontract of some sort 
for building something. 

We have the machinery down there; we have the skilled manpower: 
we have the know-how. In our community we have the support of 
the entire county. They are all for it. In fact, the fact of the matter 
is, we are the only outfit in Auburn that will go out and build a man’s 
shaft up, build a new shaft, and put key sets in it, and such stuff as that. 

Our thought primarily was to see—we know there are a lot of con- 
tracts being let-—and we would like to see if there wouldn’t be some 
little item that we could manufacture in our shop. 
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We don’t have a complete machine shop—that is, I mean, complete 
in every detail—but we have the source of supply, or we know where 
we can get additional machines, and we also have the sort of financial 
backing to get that stuff, 

It is not wholly a selfish proposition that we have in mind. We 
have our community in mind as well as ourselves. We have got a lot 
of men there, and they own their homes, and their families live there, 
and they goto school. It is a small community of about 3,500 popula- 
tion, and we would like to keep those people together, because we know 
each other, and we can all work together. 

We not only work together, but we take a lot of pride in what we do, 
and I believe from that standpoint, in a small community like that, 
if we could get some of these subcontracts from around the different 
larger towns or aircraft plants or whatever kind of plant it is, it doesn’t 
me any difference to us what kind of an item, we are going to make 
that item, so long as it is made of metal. In that instance I think we 
can process it, just as well and just as good and probably just as quick 
as anyone else can, by buying the additional machinery. 

I have six men down there, and they are all very good men, and I 
would not want to lose them. There are a lot more men around there. 
Then if this subcontract, or what I call a subcontract, if it should 
come into being, there are a lot of other skilled men that we could get. 

As to my property there, I have a half block of ground. The build- 
ing itself is of brick and steel, 65 by 120, and in addition to that I 
have an extra five lots that I can go ahead and build on. We are on 
the Missouri-Pacific and the Burlington Railroad. We are right on 
73, 75, and No. 3 Highway. Darling Transfer Co., that is their home, 
und they operate and maintain 102 units, I believe it is, truck units, so 
your trucking facilities and such stuff as that would be very adequate. 

The fact of the matter is that we are 10 miles from the Missouri 
River over at Brownville, where there is dockage; that is, you know, 
you could unload and load on barges and things like that. 

But there are so many, many things I can see by just looking around 
that these larger manufacturers and contractors are making that I 
know they could not help but be able to give us a certain amount of 
work, because there must be a certain amount of bottlenecking there, 
but if we could get a subcontract of some sort from those people it 
would help ourcommunity out an awful lot. 

Mr. Curtis. Well, I think you have made a very fine statement, 
and presented a problem which I think is duplicated throughout the 
country. Let me ask one question first. Is your capacity such that 
you can continue to perform the necessary service for the farmers 
and the civilian area, and also take on defense work ? 

Mr. Mason. Oh, yes. 

_ Mr. Curtis. Let me ask another question. Have you been limited 
in performance of your services for the community in your civilian 
contracts? Ce 

Mr. Mason. We have, to a certain extent, that is, much as steel. 
Now, cold rolled steel, of course, we try to get all we can pick up. 
Understand, when I say steel, I mean for our job shop. A farmer 
comes in, and he has a shaft that is worn completely out, and it is 
impossible to buy a new shaft, we can go back in the shop and pick up 
« bunch of cold-rolled steel, whatever it requires, and we have a 12-foot 
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lathe keysetting attachment, and things like that, and machinery, and 
welders, and they can go ahead and duplicate that piece of equipment. 

Mr. Curtis. You have been having difficulty in getting some of that 
material ? 

Mr. Mason. In getting angle, chainel, and cold-rolled. 

Mr. Curtis. Have you been getting DO's 

Mr. Mason. Yes, we have a DQ, and all that stuff. 

Mr. Curtis. It is just a question of finding it ¢ 

Mr. Mason. Finding it, that is the idea. We don’t go to any great 
extent, like to Chicago, but we come to Omaha, maybe Lincoln, and 
try to buy steel and things. 

Mr. Currts. Well, under the CMP, of course, vou would receive 
some benefit from that ? 

Mr. Mason. Oh, yes. 

Mr. Curtis. Because then it would be made available. 

Mr. Mason. Yes. 

Mr. Curtts. A comment has been passed to me, and I think it is 
very obvious, too, that your plant would make you an ideal member 
of this Omaha pool, because that is one way you could get your sub 
contracting. 

Now, one other thing: Has your plant ever been surveyed at all 
by the military ¢ 

Mr. Mason. No; it has not, because within the last year, talking to 
Mr. Kirkland and Mr. Cotton here, and Senator McKnight, who 
lives in Auburn, I have been talking to him and our bankers, and a 
few things like that. 

In other words, I don’t like the idea of sitting down there and calling 
it quits. There is a possibility there; I have space and things like that, 
so that I could go ahead and expand. 

Mr. Curtis. We are certainly glad that you are not of the mood 
to sit down and call it quits. In fact, if our American people were 
all to do that we would not be going ahead, and it is a fact that men 
like yourself, and others throughout the country, have their attitude 
that they will go ahead, and that is one thing we are anxious to do, 
and that is to see how we can make it possible so that you can. 

Has anyone on the panel any comment ¢ 

Mr. Barrietr. There is one thing that occurs to me. What becomes 
of the steel scrap which you accumulate? That is one of the problems 
in the steel program right now, the shortage of scrap metal. 

Mr. Mason. [ will answer it. I believe I can load up all the scrap 
we have around there and carry it off myself. 

Mr. Bartierr. Well, we have a scrap committee around here that is 
very interested in accumulating all of the available scrap. 

Mr. Mason. In fact, the fact of the matter is that, we have two junk 
yards, and we have combed those junk yards for steel. We go om 
there especially for certain sizes of cold-rolled steel. We will get a 
larger one and turn it down to the right size, cut our key set, thread it, 
and do whatever else you have to do. 

We have combed the junk yards for channel and cold- rolled, and 
we have just about got them cleaned out. 

Mr. Crieary. It isn’t only that, but maybe you can encourage some 
of these farmers to send their scrap in on the scrap drive. You might 
talk it up with them. 

Mr. Mason. That would be a good idea. 
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Mr. Cieary. There is a lot of scrap in the country. 

Mr. Mason. The fact of the matter is, they have been talking scrap 
to me now, and we have two junk yards down here at Auburn, and 
one of them is piled just two stories high, and why they don’t move 
that stuff out I don’t know. 

Of course, there are a lot of car bodies and things like that, but 
there isa lot of good cast iron and things like that in it. 

However, I don’t want you to take away that good stuff that we use. 
But it looks as though they could move some of that stuff. 

Mr. Currts. Why do you suppose that is not being moved? 

Mr. Cieary. Is that a junk yard for automobiles ¢ 

Mr. Mason. Yes; they junk everything. 

Mr. Cieary. Not automobiles only ? 

Mr. Mason. No. 

Mr. Cueary. The junk dealers have these automobiles, and they are 
a very special problem, and I know that NPA is working on that. It 
is hard to get a junk dealer to give up an old car that is sitting out there, 
because he figures there are maybe two more parts that he may sell off 
of it, and it would discourage Mr. Mason, too, because he might be the 
one who picks up one of those parts. 

Mr. Curris. Thank you very much, Mr. Mason. Are there any 
other questions ¢ 

Admiral Ring. One question, Mr. Chairman, if I could address it 
to Mr. Mason, and it is a real problem. I hope that some way can be 
found to get some subcontracting for your shop. 

Now, with regard to expansion—and I am sure you will not object 
to this statement, Mr. Mason—one of the policies under which the 
Department of Defense is operating is to try to put work into available 
open, idle capacity, rather than to encourage expansion of existing 
capacity, and I think generally, as a citizen, that would make sense 
Lo you. 

Mr. Mason. That is right. I think we have plenty of room, so far as 
that is concerned. Like I say, of course, not knowing what sort of 
subcontract we could get, but we have ample floor space there so we 
could go ahead. I have the services of a man who is with the United 
States Government. I think the fact of the matter is that 1 brought 
these letters up here, and I thought I would leave those for you. There 
is a lot of stuff that I did not cover. 

Mr. Curtis. We will be glad to have that. 

(The document referred to is as follows :) 

Members of the House Subcommittee, the reason we are trying to obtain 
a contract of manufacture work is that we have the facilities pertinent to small 
manufacturers. 

Location: We are located in a city of 3,500 population, 65 miles south of 
Omaha, 74 miles from Lincoln, 150 miles north of Kansas City, Mo., 100 miles 
from St. Joseph, Mo., 100 miles north of Topeka, Kans. We are on Highways 
73-75 and No. 3. 

Transportation: Auburn is seryed by the Missouri-Pacific and Burlington 
Railroads, is the home of the Darling Transfer Co., that maintains 102 truck 
units. We are 10 miles from Missouri River dock facilities and have our own 
airport. 

Building and lots: Our building is 65 by 120 feet, constructed of brick and 
steel. We have five additional 50-by-150-foot lots adjoining the building. 

Manpower: We have skilled manpower and can secure additional skilled men 
if needed. We have available a plant engineer, experienced with the United 
States Army ordnance shops in World War II, wide experience in lay-out and 
supervision. He is a licensed professional engineer. 
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Finances: We have the financial backing needed to secure additional capital 
to purchase extra equipment if needed and to cover cost expenses. 

In making this proposal, and our success in obtaining a subcontract, we have 
the support of this entire community including the adjacent towns of the county. 
We can maintain our skilled manpower families by furnishing employment by 
such subcontract of manufacture fitted to our facilities. 

We are definitely interested in obtaining a contract and solicit your 
consideration. 


Submitted by: . 
C. F. MAson. 


P. §.—Supplement lists shop equipment. 


SHOP EQUIPMENT 


1. Lathe: 12-foot Southbend, quick change, thread cutting, drop center, 30-inch 
swing with keyseat cutting attachments. 

2. Drill press: Floor type, 20-inch table, 8 speeds, table-raising mechanism, No. 2 
taper-type shank and 2 Jacobs one-half-inch chucks. 

3. Power saws: Two 12-inch saws. 

4. Welders: One electric, two acetylene. 

5. Bench drill presses: Two. 

6. Blacksmithing tools: Complete set. 

7. Cranes: Ope small hand and one power-take-off operated. 

8. Grinders: One portable, one bench, one flexible shaft. 


Mr. Curtis. All right, go ahead. 

Mr. Mason. I called him an efficiency expert and he got mad at me, 
so I put it down here the way he wanted it. 

Mr. Curtis. What does he call himself ? 

Mr. Mason. Well, he calls himself—let’s see, where is it-—— 

Admiral Rivne. Vil bet its management engineering consultant. 

Mr. Mason. That is right, United States Army Ordnance shop, 
World War II, wide experience in lay-out and licensed professional 
engineer. 

So I brought these along. There is probably a lot of things you 
can use. 

Mr. Curtis. We are very glad to receive that. Thank you again 
for a very helpful statement. 

Mr. Mason. Thank you. 

Mr. Currts. Now, we will next hear from Mr. T. J. Lockwood, of 
the Lockwood Graders, Inc., from Gering, Nebr. 





STATEMENT OF T. J. LOCKWOOD, PROPRIETOR, LOCKWOOD 
GRADERS, INC., GERING, NEBR. 


Mr. Curtis. Mr. Lockwood, would you tell us briefly what your 
business is, and also give us a little statement in regard to Gering, 
as to its size, and so forth. 

Mr. Locxwoop. I am T. J. Lockwood, of the Lockwood Graders, 
Inc., of Gering, Nebr. Our business has been potato machinery. 
They are called graders. This general catalog will give you an idea. 

There is one statement that 1 would like to make clear, since this 
gentleman mentioned it. We were talking a few minutes ago about 
money. We are not interested either in money or defense contracts. 
The thing we are interested in, though, and I think it is a very impor- 
tant thing, is if this committee could kind of designate what businesses 
are essential, without doing defense work. 

In other words, is the business such as we are doing essential, or is 
it better to close that business and work for a defense contract ¢ 
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Mr. Datmas. Mr. Chairman, may I make a statement on that point ? 

Mr. Curtis. Yes. 

Mr. Daumas. The committee met in executive session, and that 
question was brought up, and the committee feels that every business, 
no matter how small and no matter what they are doing, is essential. 

Does that answer your question, sir? Or whether some of the 
other folks at different places in the Government have other ideas, I 
don’t know, but the way you bring up the question it appears to me that 
somebody told you that your business was not essential. 

Mr. Lockwoop. No. I disagree a little bit there. What I am get- 
ting at is whether some businesses—every business is essential where 
nien are working—but whether it is essential enough to disregard de- 
fense contracts. ‘That is the point I am bringing up. 

Mr. Curtis. You mean, so far as under the CMP, for example, 
whether you would continue to get materials to make—and I believe 
you make these potato graders; is that correct ? 

Mr. Locxwoop. Potato machinery. 

Mr. Curris. And your problem is whether or not you can get the 
materials necessary to continue in operations; is that the point? 

Mr. Lockwoop. That is right. 

Mr. Curtis. Whether is it necessary from that angle? 

Mr. Crarx. Mr. Chairman? 

Mr. Curtis. Mr. Clark. 

Mr. Ciark. I would like to ask the witness, does your product come 
ander order M-55 or M—55A that was issued by the NPA? 

Mr. Locxwoop. I don’t know which one that was, and what date 
that was issued. I read a lot of them. There have been too many 
for me to study them all. 

Mr. Crark. Have you applied for materials under the CMP? 

Mr. Lockwoop. I can outline two things about the materials as it 
affects us. We could use about two carloads of steel a month, if avail- 
able. I know one of our men in Colorado was allotted 120 tons of 
steel, and he went to the steel mills and they just said they had noth- 
ing. Today, here in Omaha, our truck is coming through here and 
it will be here tomorrow; we had two carloads of steel on order a year 
ago last June, one of them was received and delivered about 2 months 
ago. 

Mr. Curtis. What kind of steel do you use? 

Mr. Locxwoop. Bar steel and shafting. However, our truck to- 
morrow is picking up a load of steel in Omaha that came from Bel- 
gium. 

Mr. Curtis. Did you have to pay premium prices for it ¢ 

Mr. Lockwoop. I don’t believe, when I say premium price or black 
market, I don’t believe there is either. In other words, when a man 
has to pay more money for something, if somebody else is only making 
a legitimate profit, then I don’t believe that is black market. The 
premium price on steel is less than 2 percent. I doubt if it is hardly 
i percent; on the cold-rolled shafting, though, there is about 25 per- 
cent, but that is still cheaper buying it from somebody here than buy- 
ing half a load at a time. 

Mr. Curtis. Let me ask you another question. In relation to the 
community of Gering, I imagine a company of your size is pretty 
important to the economy of Gering; is that correct ¢ 
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Mr. Locxwoop. Yes. I believe it would be. However, we have 
three branches, and two of them are nearly as large as this, one in 
North Dakota and one in Colorado. 

Mr. Curtis. And the same applies to those communities in which 
they are located ¢ 

Mr. Locxkwoop. They are not so important. 

Mr. Curtis. But in Gering it would be 

Mr. Lockwooo. Yes; but our work is all directly on the potato deal. 

Mr. Curtis. Has that been a product that has been on the market 
for some time ¢ 

Mr. Lockwoop. We started in business in 1933. 

Mr. Curtis. And it has been pretty well accepted, and is, in fact, 
probably somewhat of an essential item in the potato industry ; is that 
correct ¢ 

Mr. Locxwoop. In this way, I can say it in this way, that there are 
only two companies in the United States that make a screen for the 
sizing of potatoes, and one is in Colorado, and we are the other, and it is 
quite essential. And even at that point the product has only been 
raised 10 percent since 1930, before we ever started in business. 

But, getting back to the essential thing right today, the main potato 
harvest is on in north Texas. We furnished our equipment. Also, 
the early potato harvest in Nebraska is starting next Monday morn- 
ing. In Nebraska we furnish 98 percent of the equipment for a 
processing of the potatoes. 

This is on the docks, not out in the field, but out on the docks we are 
sacking and processing them, and I would say it is very important 
now, more so than at any other time, because in north Texas thev are 
having so much labor trouble. These processing plants cannot com- 
pete on labor. 

Mr. Curtis. They need the machinery / 

Mr. Lockwoop. Worse than ever. 

Mr. Curtis. I see. Have you been able to fill all of your orders, or 
have you had to cut back because you could not get the material ? 

Mr. Lockwoop. We have not cut back, but we have cut back on 
trying to sell them. We are working at half capacity, half the 
capacity We were a year ago. 

Mr. Curtis. I see. Mr. Bartlett, I wonder if you would comment 
onthat?¢ It seems to me that this clearly comes within your province. 
By the way, have you been getting DO’s in order to get your steel ¢ 

Mr. Lockwoop., You mean from—— 

Mr. Curtis. Defense orders, which would qualify you to get steel. 

Mr. Lockxwoop. No. 

Mr. Curtis. Do you come under M—55 or not ? 

Mr. Locxwoop, DO-87, we come under that. 

Mr. Barrier. I would say he did. 

Mr. Locxwoop. But that almost. means nothing. The only thing it 
means anything to us on material, and I believe it is also true with 
most all other manufacturers, is that personal contact between us 
and the local steel warehouses. 

Mr. Curris. You are getting what steel you are through your his- 
torical orders where you previously bought ¢ 

Mr. Locxwoop. Except from the steel mills in Colorado, we have 
been cut off completely, like all other small operators. 
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Mr. Curtis. You have? Were you historically buying your steel 
through them ¢ 

Mr. Locxwoop. Yes. 

Mr. Curtis. Did they give you any reason why they cut you off / 

Mr. Locxwoop. The gentleman was in the other day, and he said 
that he had 120 tons allotted to him for this quarter, and they would 
accept none, they wanted to clean their books up to get a new start 
in the fourth quarter, which is logical. 

Mr. Curtis. That, of course, is just a warehouse / 

Mr. Lockwoop. That is the steel mill. 

Mr. Datmas. Isthat Colorado Fuel & Iron ¢ 

Mr. Locxwoop. Yes. Their orders are backlogged so bad that it 
is terrible. 

Mr. Curtis. Let us ask a question directed to you and Mr. Bartlett. 
Where would a small manufacturer, located in a town like Gering 
get in personal contact with your NPA local officials! How would 
ke go about that ? 

Mr. Barrierr. We have an office here in Omaha. 

Mr. Curtis. You came pretty far to attend this hearing, didn’t you ¢ 

Mr. Locxwoop. About 490 miles. 

Mr. Curtis. Is this the closest NPA office for him / 

Mr. Bartierr. Well, we have a list of the various offices thoughout 
the country. I don’t know whether this is nearest to your location 
or not. 

Mr. Lockwoop. Denver would be. 

Mr. Curtis. How far would that be / 

Mr. Locxwoop. About 200 miles. 

Mr. Curtis. Have you attempted to work with them at all on your 
material problems ¢ 

Mr. Lockwoop. Some, but not too much, because we tried to do so 
before, and materials so far have hurt us quite a bit on shafting, but 
by cutting our production in half—— 

Mr. Datmas. Well, you don’t want to cut vour production in half, 
do you ¢ 

Mr. Lockxwoop. No; you don’t want to, but when your problem 
over here is getting bigger and your returns over here, then it is 
automatic. 

Mr. Curtis. I am worried about the part you play in our economy. 
It seems to me that your equipment is very necessary to the potato 
industry, and our soldiers have to eat potatoes, and so do the people. 

Mr. Lockwoop. It is very necessary for this reason: Our equipment 
is specialized and no company, such as International Harvester or John 
Deere, and we can name a dozen of them, none of those companies 
will do any work in our type of business because it is too specialized. 
You see, there are only a few of us, and the work is so specialized, be- 
cause what we put in in Nebraska would not work in Colorado. 

Mr. Daumas. We had a very liberal education on that in Chicago, 
when we held a hearing for 1,600 agricultural machinery manufactur- 
ers, and every one of them was doing something different. 

Mr. Curtis. I wonder if you will do this while you are here, talk 
to Mr. Bartlett, and also the other NPA people, because I think you 
ought to go over your problem with them. At least, it will help clarify 
it, because you have to work there, and it seems to me that there ought 
to bea solution on this thing for you. 
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Mr. Tacxutr. Mr. Chairman, I am sure there is, because the Defense 
Production Authority, you may recall, some time back set up abou: 
eight defense-supporting programs, and the agricultural machiner) 
program was one of those, and there have been rather generous allot 
ments of steel set up, and I am sure that the NPA office could help th: 
man get his steel, and they have every right to do it. 

Mr. Lockwoop. When a business is more important than a defens: 
contract, last winter we sent tons and tons of steel to Maine, and from 
Maine back to Nebraska. When I refer to that, there are only in th: 
United States twe companies who make it, and there is no other wa) 
to get around it. 

Mr. Datmas. The committee considers every business essential. 
That is the free enterprise system. But yours seems to come unde: 
the heading of “more essential.” And it has been so recognized. 

Mr. Lockxwoop. 1 would like to ask this: Is it good business to loa: 
too much money to small businesses to get contracts! Here is th 
point I am bringing up. I know of a couple of cases whereby with 
better promotion, and with no assets whatsoever, they were able to 
borrow money and also get the contracts. Now, are they in a bette: 
spot than a man who has assets, who is going to step out and do thie 

same thing! The man that borrows the money and has all the assets 
has no—I should say that the man who borrows the money and has 
none of the assets, he has no responsibility. 

Mr. Curtis. I "think the committee fully agrees with that, and | 
think the Reconstruction Finance Corporation might be able to te 
you something about that. I notice that Mr. O’Donnell has steppe! 
out, but he will be back this afternoon. There have been a lot 0 
loans made, of course, to small businesses particularly, and defense 
contracts have come through RFC, and theoretically they should noi 
be lending money on that basis. As a matter of fact, they are no’ 
authorized to. But I do not want to comment further on that, and 
I think Mr. O’Donnell might well make a statement for the recor: 
later when he appears. 

Mr. Datmas. Maybe the witness, Mr. Chairman, is thinking of \ 
type loans. 

Mr. Curtis. Through bank loans. 

Mr. Locxwoop. There are some that are made that way in Denve: 
If we were going to bid on contracts, I would certainly take that into 
consideration and raise our price high enough so that if we did fai! 
on that contract all the other assets we had to go to fulfill it. Where 
a man borrows all his capital, and has no assets, if he gets a contrac', 
or don’t, doesn’t make any difference. 

Mr. Curtis. Well, that certainly is a big feature. Most of - 
problems we hear are the other way around, and it is to the effe 
that no one will lend them money, even though they have assets. But 
1 think your statement is very accurate. 

Mr. Barrierr. May I suggest that the NPA is national in scope, 
it is a national organization, and we do not adhere too strictly to 
boundary lines, and that Mr. Lockwood is just as welcome in Omaha 
as he is in Denver. That applies to anyone present. We are here to 
help each other, and that is the reason we are here. 

Mr. Curtis. I am glad to have that statement. 

Now, thank you very much for coming here, Mr. Lockwood, 
testifying, and I do wish you would get in touch with the NPA people 
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here while you are here and see if they cannot work out your problem 
with you. 
Now, is Mr. Harold Edwards of the Fairbury Windmill Co. here? 
Mr. Epwarps. Yes, sir. 


STATEMENT OF HAROLD EDWARDS, REPRESENTING FAIRBURY 
WINDMILL CO., FAIRBURY, NEBR. 


Mr. Curtis. Will you be seated, sir, and make yourself comfortable. 

Of course, we can tell from the title of your company what you do, 
but will you give us a little desecription of Fairbury, too, so we will 
know how your particular business fits into the community. 

Mr. Epwarps. Well, I did not come prepared to testify. You know 
my name, and the company. Our town is a town of about 6,500 people, 
mostly in the farming area. We manufacture windmills, pumps, 
cylinders, and we job water systems. 

We are also in the wholesale plumbing business. This business 
was established about 59 years ago. It started out as a blacksmith 
shop, and it has steadily grown until we employ approximately 125 
people. 

Our products are jobbed to various parts of the country, Texas, 
Iowa, Minnesota, and Colorado. 

We have filed our CMP for the third quarter, and we have our 
number, our allotment number, and our quota. 

As I say, I did not come prepared to testify before the committee, 
but merely to learn something and ask a few questions. 

Mr. Curtis. You go right ahead. We will be very glad to have 
you ask them. 

Mr. Evwarps. Well, for instance, under the CMP we have our 
allotment of so many tons of steel for each quarter, on galvanized 
sheet, and we use those in the manufacture of windmills, and we 
will use approximately three carloads in 2 vears’ time. In other 
words, we will receive maybe two cars in 1950, and maybe one car 
in 1951. That is about the only way that we have of securing these 
galvanized sheets. 

Well, if we adhered strictly to the rules of the NPA, our inventory 
would be larger than is allowed in a certain quarter, although in our 
over-all picture we would still be well within our limit. 

We would like to know if we are within the law when we operate 
on our normal basis. Naturally, we are not going to hold the ma- 
terial, for various reasons. First of all, the capital. One of the 
main questions that I wanted to ask was on prices. We have been 
furnishing one item in carload lots, and the prices of things, the 
cost of production, wages, and so forth have risen, until when we 
took our actual cost of materials we found that we were losing money. 

There still is a big demand for this particular item. We would 
like to know if there is any possibility, and if so, what procedure 
to take in applying for a price increase. 

Mr. Curtis. I think we can turn that right over to Mr. McCor- 
mick, the one on the price subject, and we will have the other one 
answered, too. 

Leo, do you want to take the first one? 

Mr. McCormick. Yes, Mr. Chairman. 

Mr. Edwards, what is the article you manufacture, sir? 


86267—51—pt. 3——59 
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Mr. Epwarps. Well, it is a cistern pump. 

Mr. McCormick. And have you attempted, up to this time, to 
fashion your Form 8 and file it under Regulation 22 or 30? 

Mr. Epwarps. No; we have not. I am not too familiar with that 
phase of it. That is a price regulation, I assume? 

Mr. McCormick. Yes. Now, you would fall under, I cannot tell 
which at this peint, but I imagine it is 30, but you would fall under 
one of the two regulations, and you could have calculated your price 
under that regulation and set down your increased direct costs, 
labor and material, up to the cut-off date after March 15, and gotten 
approved, and you still can do that, except that if you have not filed 
as a temporary matter under the whole regulation, because of this 
interim act or action of Congress. 

Now, I think sitting down with our local people here, we can work 
that one out, and I think, Mr. Edwards, if you had to file that on a 
given date or if you had filed it on a given date, that you would have 
heen relieved. 

Mr. Epwarps. You say that is Form 8? 

Mr. McCormick. Form 8 under regulation 22 or 30. 

Mr. Curtis. I was just going to suggest that you get together with 
Mr. McCormick right after you get off the stand, and you can get 
into those details. 

Mr. Epwarps. I would like to do that very much. 

Mr. McCormick. I would like to do that, except that we need a 
new act. 

Mr. Curtis. Mr. Tackle, I wonder if you could comment on this 
question. 

Mr. Tacxxe. I think there is a simple answer. The inventory re- 
strictions contain a specific provision that you may buy in minimum 
quantities, and if that minimum quantity, which is a carload of 
galvanized sheets, puts you over on your inventory, you have to 
specify that you have a minimum. The regulation does not intend 
that you should pay a higher freight rate or higher transportation 
cost of any kind in order to buy less than the minimum shipping 
quantity. So you are perfectly within your rights in buying a car 
load at a time, since that is the minimum on your galvanized sheets, 
and you are not violating any regulation in so doing. 

Mr. Epwarps. Thank you. 

Mr. Curtis. Thank you very much, Mr. Edwards, for presenting 
these problems to us. We are anxious to help you and, if Mr. Mc 
Cormick will talk to you afterward, maybe something can be worked 
out. 

Mr. McCormick. I would like to meet Mr. Edwards right now. 

Mr. Curris. That will be fine. Why don’t you do that and see if 
you cannot solve his problems ¢ 

Mr. McCormick. I will do that. 

Mr. Curtis. Now, Mr. Carl Evans of the Keystone Home Improve 


ment, Inc. 


STATEMENT OF CARL EVANS, REPRESENTING KEYSTONE HOME 
IMPROVEMENT, INC. 


Mr. Curtis. You are Mr. Carl Evans of the Keystone Home Im 
provement, Inc. ? 
Mr. Evans. That is right, sir. 
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Mr. Curtis. Be seated and give us the name of your company. 

You are from Omaha? 

Mr. Evans. That is right. 

Mr. Curris. Tell us what your company does and give us your 
problems. 

Mr. Evans. I am Carl Evans and I am president and general man- 
ager of the Keystone Home Improvement Co. 

We manufacture aluminum combination storm windows. I do not 
know whether you gentlemen have ever heard of that before, but 1 
know that the lobbying in Washington has been quite great because 
| had a little hand in that myself, and I want to take this opportunity 
to thank your committee for the work that has been done in the past. 

I would like to have a chance to offer my thanks to the Sparkman 
committee, too. 

We have a manufacturing plant here in which we will manufacture 
somewhere between 3,000 and 5,000 windows annually, and it is rela- 
tively new. I would like to cover this and bring this point up. As I 
say, we lobbied in Washington through the national association and 

right along with the Sp: arkman report, and also with the House report 
to rescind the death order M-7, which was accomplished, and then 
since that time, you may know it, but I would like to just mention it 
here for the record, most of our aluminum extrusions come from 
ALCOA and after we licked NPA with the re8cinding of the order, 
ALCOA then sprang it on the boys. Well, we have been taking de- 
fense orders in the interim, so we have nothing for civilian supply. 

So what we did then was to jump off of one horse onto the other, 
and light into ALCOA and they have recently come across supplying 
us with the aluminum extrusions. 

You can readily see with the M-7 order and that proposition that 
I have been in and out of business about five times since May. It 
isn’t very good for the health and I am speaking now, not for defense 
orders, but I am talking about the carrying on of civilian business, 
so to speak 

Well, as to our current situation which has just developed, I am not 
producing right now at the minute, for the simple reason that one 
little piece of our windows, if we want to get it, it is going to cost us 
10 cents a pound premium. 

Mr. Curtis. You mean there is a black market or a gray market, 
or whatever you want to call it? 

Mr. Evans. I am glad that you called it that. I do not want to 
call it that, but that is the point, and I was talking to this bird no later 
than Monday. I have had these on order for 60 days of normal 
supply, and there are none in the country. The factory does not 
have any, and they are waiting for supplies. It is stamped out of a 
quarter-inch sheet of aluminum. 

Mr. Curtis. From where have you received these offers for premium 
metals ¢ 

Mr. Evans. That was indirect 

Mr. Curtis. It is indirect. Was it verbal or how? 

Mr. Evans. Well, I buy from a manufacturing company in Latrobe, 
Pa., and they tell me they cannot supply it right at this time, but they 
are going to have to buy aluminum at premium prices, and when we 

isked them what the premium was, they said it was 40 cents a pound. 

Mr. Curtis. You have not had any direct offers yourself ¢ 
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Mr. Evans. No, that is right. I am not accusing anyone. I am 
only bringing it out for information. 

Mr. Curtis. Yes, and we are very much interested in it. 

Mr. Evans. The effect is the same on my business. 

Mr. Curtis. That is right. . Do you have any idea how that material 
might be getting into the black and gray markets? 

Mr. Evans. Well, »it would merely be an opinion, sir. 

Mr. Curtis. That is what I mean, sir. You are in the business, 
and we are interested in your opinion. 

Mr. Evans. I know, of course, that steel, and I presume aluminum, 
too, has been purchased by certain corporations, trusts, or what have 
you, and held for a higher inarket. 

When I say I know that, I have hearsay information, and all of 
the subsequent events in purchasing have brought out that same 
thing. 

Mr. Curtis. In other words, you think some of it is actually de- 
liberate ¢ 

Mr. Evans. Either that, or it is with one of the big three aluminum 
companies, Kaiser Aluminum Co., ALCOA, or Reynolds. I do not 
know which. However, we deal with ALCOA. That is as far as I 
can go with any definite statement. 

Mr. Curtis. I may state for the record that from what investiga- 
tions we have made on this subject today, it indicates that your main 
producers of aluminum are channeling it in a correct fashion and 
that there is no collusion or any indication that there is any collusion 
but somehow or other it is getting into the black market. 

Mr. Evans. Where do they get it ? 

Mr. Curtis. That is what we are interested in, and we have not got 
the complete answer. 

Mr. Evans. Because, if this company can go out and purchase 
through, I will call them jobbers, at premium prices, then they can 
get the material. 

Mr. Curtis. We are very anxious in pinning it down, if we can. 
That is the reason that I asked for your opinion, because it is helpful 
to us to get an opinion from people who are in the business trying to 
get this material. 

Mr. Evans. The aluminum—well, screen wire is another thing out 
of seven or eight integrals that we use. Of course, the Keystone 
Alloys Co.—I think Mr. Tyler covered that situation pretty well— 
knows that there is a dearth of aluminum shapes. 

We have cut down our line, our total line, to just a certain type of 
window, and a certain door, rather than trying to work on three or 
four different kinds of windows. This was all toward cooperation in 
getting more material channeled into the one product that we are 
selling, which is our bread and butter. 

However, the screen-wire situation is something that is rather w 
usual to me, and that is, that I have had to pay and have bought pre 
mium sereen wire. We will not go to galvanized or any other sub 
stitute material. 

Mr. Curris. You don’t fabricate the screening itself? 

Mr. Evans. We purchase it. 

Mr. Curtis. You just purchase it ? 

Mr. Evans. We purchase it, but I have not been able to buy any 
this year, except at premium prices. 
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Mr. Curris. Well, this is for my own benefit, who manufactures 
the actual screening ? 

Mr. Evans. Hanover at Hanover, Pa., is one. 

Mr. Curtis. There are a number of companies, in other words? 

Mr. Evans. Yes, Standard at York. They both say the same thing, 
but you can go to a jobber and buy it at a 10-percent premium. Now, 
of course- 

Mr. Curris. Are they paying permiums for pig aluminum, or 
whatever they use—what do they buy in order to make the screening ¢ 

Mr. Evans. I am too far away, I cannot tell that. That is why 
it poses a question in my mind, the general idea beimg that I don't 
know from one 30 days to the next what is going to happen. 

Mr. Curtis. Well, Mr. Leo McCormick is out of the room right 
now on another matter, but I am very anxious to have you talk to 
him about this particular problem, because, after all, the Office of 
Price Stabilization is greatly concerned with the enforcement of 
that, and they are very anxious to get any information they can on 
the general subject. 

I wish you would talk with him later. 

Are there any questions from the rest of the panel here? 

Mr. Evans. I would like to ask one more question. 

Mr. Curtis. Go right ahead. 

Mr. Evans. Is it the committee’s opinion that there is a sufficient 
amount of aluminum to take care of civilian supply, in some re- 
spects ¢ 

Mr. Curtis. I cannot answer for the committee, but I have my 
own conclusions, and I don’t mind stating them, that I think there 
is, ves. 

Mr. Evans. I would gather that from the report. 

Mr. Curtis. It is a little controversial; there is some controversy on 
that subject. : 

Mr. Evans. That does not tie up with what we see out here, far 
away from the extrusion manufacturing bases, such as Pittsburgh, 
and so forth. 

\s to the CMP, we have not been able to figure that out yet, and 
I don’t know whether we are going to get any or not. 

Mr. Currts. I think that in fairness I sheuld ask Mr. Tackle to 
comment on that, inasmuch as I have given my personal view, and I 
am sure that is different from that of the Control Materials Plan 
Administrator. 

Mr. Tackie. Mr. Curtis, I am not from the Requirement Section 
of the Defense Production Administration, but their job is to total up 
all of the available supply, and then to take all of the claimant agency 
requirements, and they come up very definitely with a shortage, but 
they also say that the aluminum shortage will be of short duration, 
and that we will have additional aluminum, or aluminum-producing 
facilities in operation long before we have added steel facilities and 
other critical materials, so that the outlook is not for a long pull on 
the aluminum shortage. But they do maintain, and I think when we 
get back to Washington, figures that I would like to show you. 

Mr. Curtis. Yes. We have had, as you probably know, some hear- 
ings on just that thing back in Washington because some of us were 
convineed that there was something unrealistic about the program. I 
will be glad to go into it with you. 
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Mr. McCormick, while you were out of the room, Mr. Evans has given 
some testimony in regard to black-market aluminum, and I have sug- 
gested and would like very much for you to consult with him after 
ward and get whatever information you can that may be helpful on 
that. 

Mr. Evans. I will be very happy to do that. Thank you for your 
time. 

Mr. Curtis. Thank you very much for appearing and giving us this 


information. 
Now, at this time I will call Mr. Peter Marchetti, of the Small 


Property Owners Association, Omaha. 


STATEMENT OF PETER MARCHETTI, REPRESENTING SMALL 
PROPERTY OWNERS ASSOCIATION 


Mr. Marcuertt. Gentlemen of the committee, I have imposed some 
of my time on Mr. Brown, of the Banking and Currency Committee. 

The Small Property Owners Association is a local group made up 
of—we have now 289 members of owners of rental real estate, and out 
membership is limited to those who own or manage less than 100 units, 
and they are, strictly speaking, small-business men and small-business 
women. 

Some of them, however, do not realize that they are actually engaged 
ina business. I think that that probably is the great reason why the 
so-called landowners of the country have never before been organized 
or had an urge to organize until the coming of rent controls, and that 
is the subject of my discussion that I would like to present to the com- 
mittee and get into the record. 

It is our view here in Nebraska, and we took advantage of the loca! 
option decontrol provision which your Congress passed in 1949, and 
at the same time I testified, your chairman, Congressman Patton, and 
the minority member, Mr. Halleck, from Indiana, testified with refer 
ence to the scope of this committee, and in considering the problenis 
of the small-business man. 

It occurred to me, listening to them back there, that perhaps tle 
approach that I took in my prepared presentation before the Hous 
Banking and Currency Committee was perhaps the wrong approach :, 
that actually this is a problem of small business, and in Omaha thi 
is borne out particul: aly by a Bureau of the Census report issued as 
of June 1 of this year, which discloses that in Omaha and the aah 
metropolitan area only 11 percent of the rental property is comprised 
of structures with more than four units. 

In other words, the remaining 89 percent are from one- to four 
dwelling units that are offered for rent. 

Mr. Curtis. That is in Omaha. How does that compare with tly 
actual space ? 

Mr. Marcnertt. So far as actual space, there are 106,400 dwelling 
unit, of which 11,900 units are in structures containing more than fou! 
dwelling units. 

Now, so that the committee may understand, and in fairness, all of 
the owner-occupied homes are included in this breakdown, but it is 
obvious that there are only 11,900 units that are in structures in which 
there are more than four dwelling units. 
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Now, the point I want to make here is simply this: that the problem 
in an area such as Omaha is vastly different from the situation that 
obtains in, say, New York City, Chicago, or your larger areas. 

After sitting here this morning, we are in the rather unusual 
position, that this association which I represent is not here seeking 
any contracts from the Government, from GSA, or anything else, but 
actually we are asking that we have no further contact with the Fed- 
eral Government with relation to the control and management of our 
property. 

I submit that here in Omaha we have actually proved over a period 
of control by the Federal Government over the rental properties of 
this community, since 1949, that actually control of housing by the 
Federal Government leads to an artificial shortage of housing, and 
we submit that that is also borne out by this report of the Census 
Bureau. 

Some of our people were kicking a little bit about all of the infor- 
mation required by the services, but I for one am happy that they 
asked as many questions as they did. 

In 1940 the percentage of owner-occupied housing in Omaha, Nebr., 
was 49 percent, and the percentage of the total renter-occupied was 
51 percent. By 1950 the owner-occupied percentage had increased to 
64, and the percentage of renter-occupied property had decreased to 
56 percent. 

This is a very signficant fact, as reflected by these figures. 

In 1940 there was an over-all total of in excess of 89,000 housing 
units in Omaha. 

In 1950 there were 104,000. 

In 1940 there were 46,000 that were renter-occupied out of 89,000, 

In 1950 only 37,000 were renter-occupied out of a total of 104,000, 
representing a net increase of available dwellings in Omoha, in the 
Omaha area, of minus 19 percent. 

Now, we submit that the reason for that is this: 

Going back to the original statement that I made, that is borne 
out by this survey, that by and large 89 percent in 1950 of the housing 
accommodations in Omaha were in structures of less than four units, 
the fact of the matter is this, that under rent control, the small own- 
ers, the small-business men, and, as I say, a lot of them don’t even 
consider themselves small-business men, they consider that one or 
two units they have merely as a life savings that they have, and the 
rent that they derive from it as dividends on their investments, but 
actually they are engaged in business just as much as these gentlemen 
who run plants that are operating in fabricating materials and 
employ 6, 8, to 125 people. 

Now, the theory that we think Omaha has demonstrated is just this: 
The rent controllers say that they cannot make rent control work 
unless they have, in addition to the price control, with which the 
Omaha people have not found particular disfavor, but the thing that 
hurts them is the occupancy freeze, the feature of rent control which 

illows a tenant, once he becomes established or gets in a position 
so that he is in possession of an apartment, to remain there, so long 
he tenders and pays his rent, and he cannot be removed. 

[t is our contention that in Omaha, in this area, by reason of the 
situation that I have pointed out here, the lack of these large multiple- 
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unit dwellings has been this, that rather than that owner putting up 
with this occupancy freeze, he takes his units off the market, and | 
think that represents this minus 19 percent, and a total actual loss of 
11,000 rental units in a 10-year period. 

Now, in 1940 there was absolutely no rental housing shortage in 
pa As a matter of fact, before the war it was the custom of 

eal-estate men to drive prospective tenants around, in order to be 
iss to rent their units. When rent control was imposed in 1942, 
immediately a housing shortage in Omaha became apparent, and the 
reason for that, of course, and I am not going to go into it at too great 
length with this committee, but the reason for this is that single 
occupancy becomes the rule and not the exception. 

In other words, when the prices are held down to a point where, 
with wages going up to a point where two business girls, say, who 
formerly shared an apartment, they can very well carry the rent load 
alone, and that just creates a housing shortage, because if one of them 
gets married, the other girl, instead of asking for a new roommate, 
goes ahead and pays the rent. 

There has been a tremendous increase over the country, up to 46 
percent in a 10-year period, of single occupancy in dwelling units. 

In Omaha, Nebr., according to this survey of the Census Bure: au, 
a net increase of one person occupying a dwelling unit from 1940 to 
1950 was 30 percent. 

Mr. Datmas. Mr. Chairman. 

Mr. Curtis. Mr, Dalmas. 

Mr. Damas. Usually a community boasts of single-oecupancy 
dwellings, if it is well up in the high brackets, and you seem to be 
opposed to that. 

Mr. Marcuerrit. No. The point I am asking, Mr. Dalmas, is this, 
that the thing which creates what we consider an artificial housing 
shortage by the imposition of rent control, and I think I have made 
my point with this committee when I said that our particular plea 
to this committee is not for any contracts, but it is for no further con- 
tract with the Federal Government bureaus, and it leaves the local 
option provision in the Rent Control Act, and we will be happy back 
here in Nebraska. 

1 thank you very much for your time. 

Mr. Curtis. Thank you for your testimony. 

I want to say this, that we do consider the rental of property a smal! 
business, where it is generally in the hands of, just as you suggested, 
individual people who have put their life savings in it, or even those 
who may have two or three houses that they rent. 

Mr. Marcnuerri. That is correct, sir. That is the type of association 
that we have. 

Mr. Curtis. Now, we will adjourn for lunch and reconvene at 2 
o'clock. I think we will be able to finish the witnesses by 3 o’clock. 
We will stand adjourned until 2. 

(Whereupon, at 12:45 p. m., a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Mr. Curtis. We will call the meeting to order. We will reconvene 
our meeting at this time. 

Our first witness will be Mr. Packy McFarland of the Soiltone Fe: 
tilizer Co. of Lincoln. Is Mr. McFarland here? 
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Mr. McFaruanp. Right here, sir. 

Mr. Curtis. If you will come up here and give us your statement, 

lease. 

Mr. McFartanp. Where would you like to have me? 

Mr. Curris. Right next to the reporter. Just sit down and take it 
easy. 

Mr. McFarvanp. I am perfectly relaxed. 


STATEMENT OF PACKY McFARLAND, SOILSTONE FERTILIZER CO., 
LINCOLN, NEBR. 


Mr. Curtis. Now, tell us about your business and the problems con- 
cerning you. 

Mr. McFarianp. We are in the fertilizer business, as I stated there, 
and on the last of November we attempted to pl: we an order for our 
customary amount of bags that would be necessary for our supplying 
our business, and we were told that although we had been doing busi- 
ness with this firm for about 4 or 5 years, that we were unable to buy 
bags in anything less than carload lots, which necessitated an outlay 
of $7,000 or $8,000, and it would be about 3 years’ supply for our 
business, for which we had no ample storage space, in the first place, 
and we didn’t want to put out that much money in the second place, 
and now we can get bags under no circumstances. 

Mr. Curtis. Are these the people who were your historical sup- 
pliers ? 

Mr. McFartanp. Arkell & Smiths Co., Kansas City, is the nearest 
point to Omaha. They are a national concern. 

Mr. Curtis. Yes. And these bags, are they regular gunny sacks? 

Mr. McFartanp. No, they are paper bags, multiple-wall bags, kraft 
bags. In view of the fact we have done business with them so long, 
and I still wanted to maintain a friendly position with them, I talked 
with them yesterday and also today, and told them what the situation 
was and what I was about to do, and they asked me not to pull any 
punches, that it strictly was not their fault but that the big paper mills 
were doing business that way, and the only way that they would do 
business was with big outfits and in big volume. 

Mr. Currts. I see. The paper mills are the ones who are imposing 
this on the jobbers? 

Mr. McFarianp. They are manufacturers, and make the bags them- 
selves. 

Mr. Curtis. From the paper stock? 

Mr. McFarianp. Yes. 

Mr. Curtis. I see. I don’t quite see, though, how the paper mills 
could legitimately control the supplying of bags and — ist upon—— 

Mr. McFartanp. That is an ambiguous statement, but that is the 
stiuation we are confronted with at the moment. 

Mr. Curtis. Mr. McCormick, do you have any comments there? 
[I don’t know whether that would actually come within your field 
or not, and although it looks like it is involved in price, because it 
is a question of buying carload lots as opposed to what he formerly 
was buying, and their insistence that he will have to buy carload 
lots, it looks to me as though that might come within your province. 

Mr. McCormick. It really is, Mr. Chairman, I think a supply 
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question. It might be construed that the refusal under our regu- 
lations to sell other than carload lots to be a violation of one of our 
provisions, but offhand I don’t think so. 

Mr. Curtis. I think that your recourse there is directly with the 
Department of Justice. That is my own reaction to the thing, be- 
cause this is obviously restraint in trade, if that is what the paper 
mills are doing. 

I wonder if anyone else on the panel might have some comment 
on that, because I do know there is a problem having to do with 
paper, but certainly not to the extent that they can deprive small 
businesses of their normal and historical supply, and that is exactly 
what we on the committee here are seeking to find out and prevent 
from occurring. 

Mr. McFaruanp. Yes, sir. 

Mr. Tackxie. Mr. Curtis, if Mr. McFarland will give to me in 
writing the names of the specific companies, I would like to bring 
them back to Washington with me, and we will take it to the Depart- 
ment of Justice from there, and be very glad to follow it through. 

Mr. Curtis. I appreciate that, and possibly you could get together 
with Mr. McFarland right now if you would. 

Mr. McF artanp. I will be in Washington myself within the next 
week or so, and I will probably be there for 2 or 3 weeks. I have 
folks living there. 

Mr. Tackxie. Then probably the best thing for you to do would be 
to come to me right there. 

Mr. McFaruanp. That is fine. I will be glad to do that. 

Mr. Curtis. If you will just sit in the back of the room for the 
next few minutes and go into a little conference. 

Thank you very much for bring it to our attention. I hope we 
can relieve not only that situation, but anything that occurs of that 
nature, because it definitely should not happen. 

Now, is Mr. W. O. Schneiderwind, of the Omaha Welding Co., 
here? Evidently not. 

Then we will call on him later. Mr. Earl Nesbit, of the Standard 
Furnace Supply Co., of Omaha. Is Mr. Nesbit here? 

Mr. Corron. He is not here either. 

Mr. Curtis. Well, then, we will call on Miss M. A. Benne, of Mesco 
Products, from Crete, Nebr. Is Miss Benne here? 

Miss Benne. Yes; I am here. 

Mr. Curtis. If you will come up and make yourself comfortable, 
I lease. 


Miss Benne. Yes. 


STATEMENT OF MISS M. A. BENNE, REPRESENTING MESCO 
PRODUCTS, CRETE, NEBR. 


Mr. Curtis. Now, will you please give us a little inside into what 
Mesco Products does, and also give us a little background of Crete. 
and how the relationship of your company to the economic condition 
of Crete is important. 

Miss Benne. Well, we have a town of about 4,000, and it is situated 
in an agricultural district. We have the Crete Mills, which process 
meat and other grains, and also the creamery to take care of our crean 
and egg production. 
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Now, in the manufacturing of automotive supplies and farm ma- 
chinery, in which our company is involved, I had difficulty in obtain- 
ing the universal joints necessary for our farm tractor mower. I con- 
tacted all of the sources that I knew of, or that were given to me, even 
through the Blue Book, and I was unable tuo obtain them. 

Then through one of the men who was employed by a steel-con- 
struction company, who happened to be in a smaller town, and who 
had happened to stop in at a war-surplus place there, he found these 
universal joints and contacted me immediately. They happened to be 
the kind that we needed. Otherwise, I would not have been able to 
continue the production of our mower. 

Now, I was just wondering why the Government was going to dis- 
pose of all the universal joints, and have the same firms turn right 
around and make them again for the Government, because that seemed 
to be the excuse they all gave us in not being able to supply us. 

Mr. Curtis. I see. That is a very interesting matter. Thank you 
for bringing it to our attention. 

Now, what was your normal supply for these universal joints be- 
fore? Didn’t you ever have occasion to need them before? 

Miss Benne. Well, the making of the mower is something new with 

We have only been making it for about 2 years. 

Mr. Curtis. About 2 years? 

Miss Benne. Yes. 

Mr. Curtis. Where was your normal supply, then, for the universal 
joints? 

Miss Benne. We wanted a hundred of them for this year’s 
production. 

Mr. Curtis. How many had you acquired before? What has been 
your historical record in the acquistion of those ? 

Miss Benne. Last year was when we decided to manufacture the 
mower, to find out whether or not our machinery or our machine would 
really do the work, and to see whether it would be worthwhile putting 
it on the market. 

Mr. Curtis. So this is the first time you were really in production ? 

Miss Benne. Yes, sir. 

Mr. Curtis. And presently you have no normal source of supply 
for these items, I would take it? It was in sort of a haphazard way 
that you found out about War Surplus; was it not? 

Miss Benne. Yes. You see, before we had gotten them from a firm 
in Illinois, and when we first contacted them they assured us that we 
would be able to get as many as we would need in the future. But, of 
course, when we wanted them in Nebraska they were unable to supply 
us. 
Mr. Curtis. Will they be able to supply you in the future? Do you 
have any future problem there, or do you anticipate any future prob- 
lem there ? 

Miss Benne. Well, there were several firms who said they could 
supply us in from 90 to 120, or perhaps even later dates. 

Mr. Curtis. I see. 

Miss Benne. So there was no definite time as to when we might be 
able to get those. 

Mr. Curtis. Well, now, do you anticipate any difficulties in the 
future? You are over the hump right now, are you, due to the fact 
that you were able to get this war surplus ¢ 
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Miss Benne. No; it retarded us, because we were not able to take 
care of the orders that came in, because we could not furnish the uni- 
versal joints, and that was the only thing we needed to complete our 
mower, 

Mr. Curtis. What I am getting at now is this: Is your problem 
solved as of the present, or are you still unable to get them? 

Miss Benne. We still will need them before too long. 

Mr. Curris. How about these normal sources of supply, can you 
get delivery dates from them ? 

Miss Benne. Not as yet. 

Mr. Curtis. Not as yet? 

Miss Benne. That is right. 

Mr. Curtis. Do they give you any reason why you cannot / 

Miss Benne. Yes. Most all of the letters stated that they were 
manufacturing for those firms having DO orders for Government 
work. 

Mr. Curtis. Have you tried to get a DO order yourself, because 
you are making a farm implement that is necessary in food pro- 
duction ¢ 

Miss Benne. I have taken it up now. 

Mr. Curtis. You have taken it up? 

Miss Benne. Yes, sir. 

Mr. Curtis. And they have assured you that you will get a DO 
order ¢ 

Miss Benne. That is what they sort of expect us to get. 

Mr. Curtis. Yes. Well, I mean, they think so, and with that DO 
order will these people, your normal suppliers, then give you the supply 
you need ¢ 

Miss Benne. I have not taken it up with them, but I hope they will. 

However, I wish to state that the gentleman from whom we bought 
this war surplus says that he has other sources whereby he can get 
some more. He said that there had been plenty put out. 

Mr. Curtis. Well, strangely enough, | am particularly interested in 
that, not as a member of the Small Business Committee but as the 
member of a committee that is investigating war surplus, and we have 
been into that very problem, so I am going to have these notes tran- 
scribed and sent over to our other committee. 

Are there any questions that anyone on the panel would like to ask ? 

Admiral Rive. I would, Mr. Chairman. 

Mr. Currts. Admiral Ring. 

Admiral Rivne. I am particularly concerned in what Miss Benne 
has had to say about war surplus. Did this firm from whom you 
bought it indicate that they were going to continue to be able to get 
Army, Navy, or Air Force surplus stocks of universal joints, and that 
they were buying the stuff from wherever they could get it? Is the 
Army, the Navy, and the Air Force still declaring universal joints 
surplus and disposing of them through those channels, and is that your 
source of supply, or what, or do you know ? 

Miss Benne. I believe he meant to say that he could get it from 
another man who had bought war surplus. 

Admiral Rivne. I think this is what Congressman Curtis has in 
mind : If today we are still declaring as surplus material of that kind, 
and possibly turning around and having to buy it—to sell it with the 
left hand and buy it with the right—that is the sort of thing that we 
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have to get something specific on, if we possibly can find it, and any 
information you can get along that line 1 would certainly welcome a 
chance to run it down. 

Mr. Curtis. I wonder if you would talk with the admiral just for a 
few minutes after you leave the witness stand, and possibly, if nothing 
else, give him the name of the person who supplied you with the 
war surplus material. 

Miss Benne. I will be glad to do that. 

Mr. Curtis. Thank you very much. 

Admiral Rrxe. I would very much like to get that, if I may, sir. 

Mr. Curtis. That is fine. Thank you. 

Now, is Mr. N. E. Tucker, of Refinite Sales Co., Ralston, present f 
Apparently he is not, so we will call on Mr. Tucker later in case he 
comes In. 

Mr. Robert T. Malone, State department of labor, at Lincoln. 

Mr. Martone. Yes; I am here. 


STATEMENT OF ROBERT T. MALONE, DIRECTOR, DIVISION OF 
EMPLOYMENT SECURITY, STATE DEPARTMENT OF LABOR, LIN- 
COLN, NEBR. 


Mr. Curtis. Mr. Malone, will you make yourself comfortable and 
give us your testimony. 

Mr. Martone. Yes. Mr. Chairman, I am R. T. Malone, director of 
the division of employment security, in the labor department at the 
statehouse. 

I have no complaint to make nationally, but Mr. Cotton suggested 
that we might have some information which would be of interest to the 
committee, on labor. 

Mr. Curtis. We will be very glad to receive it, because I might state 
that we have been quite interested in that in other areas, particularly 
where there has been advertising in the newspapers, and other methods 
of attracting skilled labor out of a particular district, but we would 
be very glad to hear anything you have to say on the subject. 

Mr. Matone. Well, I don’t want to bother you with statistics, 
although we do have a lot of statistics. I thought I would just give it 
to you in general terms, and if you have some specific questions you 
want to ask, perhaps there are other technically qualified to answer 
that. 

In general, the labor situation here is pretty well balanced. We 
don’t have an extremely critical situation, neither do we have a lot of 
surplus. 

We have the highest total employment that we have had at any time, 
except December of last year I think there was a little more in the non- 
agricultural—and that 1s what we are concerned about—which were 
employed. 

The shortages that do exist are in metal workers, machinists, and 
that sort of thing. That is not a critical shortage, because there is 
apparently certainly no surplus on the surface in those two particular 
helds. 

The students create a Jittle surplus in general in common labor at 
the moment, but the. is a transitory thing which will disappear in the 


fall. 
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I talked to the local office just a few moments ago, and I was told 
that although the number of unemployed is small in Omaha, he does 
not expect any critical situation unless and until there are more con- 
tracts filter down, and more of the defense contracts get into the hands 
of the small manufacturers in’this area. 

I think, in general terms, that that is about the situation. 

Mr. Curris. Do you know whether there have been attempts, 
through advertising or otherwise, to attract skilled labor and key 
technicians out of this area / , 

Mr. Martone. There have been a few incidents, and I cannot give 
you the specific names and dates, but they have not been serious. 
When it was pointed out to the people that the policy was to exhaust 
the local labor first before they came in to othee people’ s areas, those 
things have usually been ironed out satisfactorily. 

Mr. Curtis. I might state this, that the committee in asking those 
questions is not critical of those companies that are coming into the 
labor markets, but it is in order to get that information to know how 
much of an attempt at moving labor from one section to another there 
is, because naturally that will increase the housing problems and 
other things in those particular areas. 

Mr. Matonr. I see. 

Mr. Curtis. Is there anyone on the panel who has any questions to 
ask Mr. Malone? Apparently not. 

Thank you very much for a very helpful statement. We are glad 
to get that in order to round out our picture here. 

Mr. Mavone. Thank you, Mr. Chairman. 

Mr. Curtis. Now we have a business group here that is listed 
being from Harlan, Iowa. Is the Harlan group here? 

Mr. Corron. I don’t believe they made it. They wrote that the 
were coming, but I had no personal contact with them. 

Mr. Curtis. May I make this suggestion, that if they would like 
to make a statement and write it, we will be glad to receive it and put 
it in the record. 

In fact, I might make that statement as to any of those people 
whose names appear here and who have not had a chance to testify, 
that if they would like to give us a written statement, or anyone e Ise. 
I think we can accept those up to about a week from now, and if you 
will have them send it directly to Mr. Dalmas, care of the Smal] Busi 
ness Committee of the House, Washington, D. C., we will see to it 
that they become part of the record of this hearing. 

Mr. Coserrrr. I am the manager of a chamber of commerce, and 
we had something that we wanted to give. I don’t have the testimony. 
but I will submit it in writing to the committee, if that will be al! 
right. 

Mr. Curtts. That will be fine. For the sake of the record, will you 
give us your name, please / 

Mr. Coserirr. My name is Cosgriff. 

Mr. Curtis. You will supply that to the committee ! 

Mr. Coserirr. Yes, sir. 

Mr. Curtis. We will be very glad to receive that. 

Now, how about Mr. C. W. Motter and businessmen from Fremont. 
Nebr. ¢ 

We would appreciate it if you would come up and make yourselves 
comfortable. 
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STATEMENT OF C. W. MOTTER, ACCOMPANIED BY BUSINESSMEN 
OF FREMONT, NEBR. 


Mr. Currts. You may make a statement, and give us a little of the 
background of Fremont, its size, and what it serves, and so forth. 

Mr. Morrer. I could talk for 30 or 40 minutes on that alone, Con- 
gressman. 
~ Mr. Curtis. Well, we don’t want that much, but we will expect you 
to get in one or two plugs for Fremont, at any rate, or the folks back 
at home will wonder what is the matter. 

Mr. Morrer. My name is C. W. Motter, and I represent the Cham- 
ber of Commerce of Fremont, which is located 37 miles west of Omaha, 
and it is a town of a little over 16,000 people, and it is an agrical- 
tural processing center. 

My state ment will be very brief. It deals with two things. 

First, early in the year, as you perhaps know, a great many com- 
munities made a facilities-inventory report. We made a very com- 
plete one, and sent it to, as we were instructed, the Army and N: avy 
and information centers in Washington, and following the mailing of 
those reports we received some very fine letters in return, ac knowl- 
edging the fact that those fac ilities-inventories had been received. 

A great many men in our community, who represented industrial 
firms, have asked the question concerning whether or not anything is 
being done with those facilities re ports, “and whether they were ever 
checked by the various groups who received them. 

The second point is the matter of synopses-analysis sheets that come 
out. In the beginning they came out printed indicating the require- 
ments, and what was needed in the way of dollar volume. 

The sheet that comes out today is of practically no value to the 
small-business man. 

There was a man in my office last week who operates a percolator 
manufacturing company, and they manufacture sirup percolators. 

We mailed those sheets to him as they came to us from the Depart- 
ment of Commerce. He is somewhat confused concerning the value 
of that sheet to him, because it does not tell him anything. 

Now, maybe there is in process some change in mind, so that it can 
show the requirements, the dollar volume, and a little more informa- 
tion on that analysis sheet. 

Those two are the only statements that I have to make, other than 
the fact that I want to present Mr. John Kerrigan, of Fremont, Nebr., 
president of the Fremont Foundry, who I think has a statement or 
two to make before this committee. 

Mr. Currts. That is fine. We will be glad to hear from Mr. Ker 
rigan, but I think first we might want to direct our attention to the 
two questions you asked. 

First of all, 1 would like to ask you whether or not any of the busi- 

esses or concerns in Fremont have been inspected by any of the Armed 
lorees, 

Mr. Morrer. To our knowledge: no. We had some correspondence 

dicating that if we would send them information about the various 

rms, that they were planning an inspection tour, but up until now 
vy just have not been able to make it. 

Mr. Curtis. Yes. I will ask Admiral Ring to comment on that, 

ew ill, please. 
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Admiral Rine. Yes, sir. I will be very glad to try. 

The question of physical inspection of the facilities is one that is 
going to take time, unfortunately, because there are just too many 
places in the United States, and too few inspectors, and I am not at 
all surprised that there are many places that have yet failed to be 
inspected, 

How long ago did you send them in? 

Mr. Morrer. Around the first of the year. 

Admiral Rive. They certainly should be getting around by now. 
I will check into that when I go back. 

Now, if I could ask another question, I am concerned with what 
Mr. Motter says about the uselessness, at least to certain people, of the 
Synopsls. 

You will recall, there are two types of synopses that we put out. 
One is the requirement, and the other is the aw: ard. 

Mr. Morrer. The award sheet. There are two of them a week. 

Admiral Ringe. Well, one is supposed to go out on a daily basis, 
and the other is supposed to go out once a week, 

Mr. Morrer. That is right. 

Admiral Ring. Which one, or both, are you criticizing ¢ 

Mr. Morrer. I am criticizing both of them, because they don't 
show the dollar volume, and a little more information. 

Admiral Rive. You could not possibly show them on the require- 
ments very well, because you don’t know what the bid price is going 
to be. 

Mr. Morrer. It is on the award sheet. 

Admiral Reve. On the award sheet ‘ 

Mr. Morrer. That is right. 

Admiral Ring. Iam happy to report to you that steps are in process, 
and orders have been issued, that the dollar volume is going to be 
reflected in the award sheet. That was a deficiency, and we are going 
to correct that. 

Mr. Morrer. Was it for security reasons that they eliminated it? 

Admiral Ring. It was by reason of security considerations, and 
may I point out, this is for the protection of the good name of the pro- 
curement people, it was not the procurement people who wanted to 
iake out the dollar value. We were very seriously criticized by the 
security people, because they said we were handing to the Kremlin 
on a silver platter too much information along with the dollar value. 

I think the award synopsis will be of more use to you. You see, the 
greatest trouble we have, Mr. Curtis—and I think your description of 
the product made by the one man whose business you mentioned illu- 
strates the fact, we are not buying anything that he makes. In other 
words, we are not in the sirup business. We buy sirup, but we buy 
it in cans, bottles, and so forth, so we buy the product. 

jut what somebody has got to do is to be able to translate whatever 
information we can put out, and it is up to the man, with such help 
as we can give him, and the chambers of commerce can give him, to 
translate such information as we put out into the synopsis as to whether 
or not he has the capacity to make it. 

It is a terrific problem, because we simply cannot take enough space 
to spell out all the details of information regarding it. It is a most 
difficult problem and we are working on it. 
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Mr. Curtis. Thank you. Do you have another question that you 
wanted to ask, Mr. Motter / 

Mr. Morrer. Yes. The reason why I asked these questions, you 
see, L am just an ordinary hired man, or chamber of commerce secretary, 
and my neck is out every day to about 600 members, and I had better 
have the right answers 60 percent of the time. 

Admiral Ringe. One more question that Major Wharton asked me 
to address with regard to the physical inspection. Has that been 
specifically requested, and has it failed to be complied with, or were 
you just expecting someone to come 1n 4 

Mr. Morrer. We were first contacted by mail, asking us to indicate 
whether or not we had plants that had made bids and were also doing 
war work at the present time. We have. Now, that correspondence 
indicated that if we would furnish them with the information, and 
when and where they would like to inspect some of those plants, which 
we were glad to do, and up until now, no inspection has been made, 
other than the plant or the plants that are already doing war work. 

Now, for example, Rogers Tent & Awning Co., have a very sizable 
canvas contract. ‘The inspectors are there all the time, as you know. 
They have come in and inspected those. 

There are others among the packers, and some of those people. 

Now, up to now they have not, which is all right with us. because 
they will get around to it a little later. 

Admiral Rive. Well, if we have inspectors in the Rogers Tent & 
Awning Co., and that is located in Fremont, there is no reason why 
any inspector there, could not go over and inspect these other plants, 
so if you can furnish me with copies of the correspondence that you 
have, just send it to my office in Washington. I -will give you my 
address, or if you have the names, I will be very happy to follow 
up on the people who said that they wanted to inspect and have not 
gotten around to it. 

Mr. Morrer. Yes. 

Mr. Curtis. I have one other question to ask. Are any of your 
companies in Fremont with the Omaha Industries. Ine. 

Mr. Morrer. Mr. Kerrigan of Fremont Foundry, during World 
War II, worked very closely and was a part of that pool. Am I cor 
rect, Mr. Kerrigan ¢ 

Mr. Kerrican. The first one. 

Mr. Curtis. I was going to suggest that that, too, is another way 
where Fremont, of course, can participate, is either through a pool 
of their own, or certainly working with the Omaha group. 

Mr. Morrer. I appreciate this information. 

Mr. Curtis. We will now hear from Mr. Kerrigan. 


STATEMENT OF J. C. KERRIGAN, REPRESENTING KERRIGAN 
FOUNDRY, FREMONT, NEBR. 


Mr. Curtis. All right, sir. 
Mr. Kerrigan. I am J. C. Kerrigan, and we run a foundry and 
structural steel shop and machine shop. 
First of all, I wanted to correct-—— 
Mr. Curtis. What is the correct name of your company ¢ 
Mr. Kerrigan. The Fremont Foundry & Machine Co. 
S6267—51 


yt 4 oo 











2796 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


I wanted to correct Mr. Motter a little bit. I did not tell him this, 
because I did not want the publicity in the papers, particularly at this 
time, but we have been surveyed by the engineers at St. Louis. I think 
on two occasions they have been there. It was with reference to 
M-day, I mean, not for immediate procurement. 

Another question is this, we do belong to the Omaha Industries, 
and we did during the last war and we do now. I really did not come 
prepared to make any statement. I did not know I was going to be 
up here, but so long as I am, I might tell you that we filled out under 
this CMP probram for Class B products. We have probably four o1 
five of those, and we have our allotment on those. 

What I am concerned about, of course, a lot of business is the fab 
ricating of structural steel, and that is the largest part of our business, 
for bridges and buildings and, of course, that is all under controlled 
materials, and the Class A product, the vast majority of it. 

Now then, we also bid to the contractors steel for building and 
bridges. The examiners department, for instance, will give per 
mission for somebody to build a building like a school or hospital, but 
I don’t believe there is any way in which they can get the matreia! 
There is not any allotment. 

[ was wondering what procedure you would go through. They say, 
“You will get your priority or your allotment from your customer,” 
which is a Government agency or State or county agent or your 
customer. 

Mr. Curtis. Mr. Tackle. 

Mr. Tack.e. I think your NPA people can answer that, perfectly, 
the local people. 

Mr. James. My name is T. V. James. The allotments on the con 
struction will be applied for on the CMP 4-C form, that is the con 
struction form, and the allocations will be made as applied for there. 

In other words, there will be two different approaches, one will be 
an approval for the building, and the other will be an approval for 
the materials that go into it, and those forms are available, and an\ 
case you have we may be able to take care of them. 

Mr. Kerrigan. I understand you do have arrangements made. 

Mr. James. There is a provision for it. It is in the constructio: 
section of the CMP regulation. 

Mr. Kerrigan. Then our customer has to apply for an allotment 

Mr. James. If it over 20 tons, as I recall. If it is under 20 tons, 
will be applied for by the construction firm. In other words, the cor 
tractor will apy for all of his stuff together. 

Mr. Hottoway. The point he is most interested in is when he get 
the permit for the building, he will automatically get an allotme: 
for the materials that go with it. 

Mr. James. That is right. 

Mr. Kerrigan. I have two or three jobs up there that the Cor 
merce Department gave them permission to bid on the buildings, a) 
the contractor hasn’t any allotments. 

Mr. James. That was before July 5. 

Mr. Kerrigan. I presume it is. I have several jobs now., 

Mr. James. They should ask for an allotment on materials. 

Mr. Curtis. Since your controlled-materials plan has gone into « 
fect, I presume you are picking up those items that they had on t 
books before, if they make application. 
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Mr. James. If they make application. If they do not make applica- 
tion, we assume that they have the materials and will go ahead. 

Mr. Curtis. I think maybe Mr. Kerrigan has additional questions. 
Why don’t you all get together in the back of the room here and talk 
this thing out a little further, and they can give you some more de- 
tails. Iam sure you would like to get those details. 

Mr. Kerrigan. I don’t know how this thing is going to work. None 
of us know yet on this controlled-materials thing. 

Mr. Curtis. That is why I am suggesting, I think that you might 
well talk that out with them now, if you would, and we appreciate 
having this on the record, because it is exactly what we want to know, 
whether these problems do exist. 

Mr. Kerri:an. In other words, unless we do now, there is a lot of 
civilian work that they get permission to build, and if you don’t get 
the materials we are going to just put ourselves out of business, unless 
we get priorit les to replace it. 

I am furnishing stuff to people that come in for buildings or resi- 
clences, or something, with no priority. I have been aly ing it to them, 
but Iam going to sell myself right out of business. 

Mr. Curris. That is right. That is the purpose of the controlled- 
materials plan. 

Mr. Kerrican. Well, I hope it works. 

Mr. Curtis. Well, you see if you cannot talk this out with the gen- 
tlemen from NPA here, and see what we can do. 

Thank you very much for vour testimony. 

We will now call on Mr. Curtis Larby, of Larby Bros. Manufac- 
turing Co. 


STATEMENT OF CURTIS LARBY, PROPRIETOR, LARBY BROS. 
MANUFACTURING CO., DENISON, IOWA 


Mr. Curtis. Is that located in Omaha, Mr. Larby ?/ 

Mr. Larsy. Yes. Well, 1 had not planned on coming here, but Mr. 
Tyler this morning told me that I might as well, and he got me on 
the list there. 

Mr. Curtis. We are glad that you are here. Please give us your 
name, your business, and town. Did you say you were from Omaha? 

Mr. Larsy. No; from Denison, Lowa. 

Mr. Curtis. And you spell your name, L-a-r-b-y? 

Mr. Larsy. Yes. 

Mr. Curtis. Now, if you will give us a little insight as to what 
your business is, and generally the size of Denison, please. 

Mr. Laresy. Denison is a county-seat town ranging about, oh, some- 
where around 6,000 people. It is right in the farming community. 
However, every town like that has about so many people in the town 
that look for work right in town. 

| started out building these farm disks, that is what we build, and I 

tarted that out in a little town of Manila, which is a little way from 
there, in a little blacksmith shop. 

The demand grew to a point where I needed a bigger place, so we 

iilt a pretty good sized factory building in Denison. So we run 

ong pretty good up until the supply got pretty well caught up, and 
junestion was asked of Tyler awhile ago, and I was going to stand 
and say something, and then he asked if these big manufacturers 
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were willing to do much subletting, and I thought he drew the con 
clusion that they seemed to be pretty willing to do so. But I wrote to 
32 different plants for defense work, and I never even got an answe 
from them. John Deere is the only one, and they didn’t have no de 
fense work to amount to anything, and the ones that did, why, you just 
don’t get it unless you know the right guy in there. 

So I took off and I went down to Solar Aircraft, and I got in there, 
and I go in the purchasing department to see how they sublet thei: 
stuff, and through that procedure I thought possibly I could get de 
fense work. You know, you have to get in on the inside for that 
stuff, and on top, take anything they want to give you, because they 
are just giving you what they don’t want to do themselves. 

Well, you take like threading jobs, some of them are hard to hold 
close tolerances, and if they run it in the shop they have to have 
foreman stand by the man who is running the machine and help him 
continually. So some small shop where they have a man who is hand 
to watch the things closer, can do that pretty well. It has been work 
ing out to a certain extent, but in turn these small manufacturers show 
up with some work that is, well, like a lot of rejects, because they a1 
getting that kind of work. 

The n they turn around, and the big companies look at them and 
say, “These small manufacturers are not capable of putting this stu 
out, because they have that type of job.” 

That is one of the things I have in mind. Another thing, when 
was down there at Solar for a while working there, I noticed that great 
big machines come rolling in there, and stamped right on them were 
the words, “Property of U. S. Air Force,” some of their own machines, 
like lathes, like they need for chucks, and so on, and they were stamped, 
“U.S. Air Force,” and when they can get that stuff to work with, | 
don’t know how you can compete with it. 

They say that they need it because they have the contract. But take 
some of us fellows, we can go in there to get some work, sublet, o1 
anything, and they list your machinery, and they say, “You don’t have 
too much machinery.” 

Now, if we could get it like they do, we could have it, too. 

And another thing, I went to the Reconstruction Finance Cor pora 
tion, and I made a trip back there to Chicago, and I went in there. 
and gosh, I just got a whole bunch of papers, and I didn’t ga 
nothing on the trip. I went back home, filled them out, sent the 
back in, and they wrote back and said that they wanted more 
formation. 

Well, I sent that back in, and then they come back the third tin 
for more information. Well, it ended up that it just got sidetracked 
and the deal of it was that I was going to take some subcontract work 
from Solar, which is probably a pretty rough job, I mean, the job | 
was going to take on, but I was quite sure that we could handle it, a) 
it has just ended up, and the other day I had to sell my turret lat! 
in order to keep things running over, and I sold off a few of my othiet 
machines. 

Now, there is the whole outlook of the thing, so far as the. war situ 
tion is concerned. 

But suppose a real emergency does come along, they will | 
plant run vacant for so long that by the time I get started agai) 
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will take twice as long to get going now, as when I first started trying. 

I am still willing to open up the doors and give the fellows their 
jobs back that were working there, but you know, like I said, it takes 
a little more time. 

Mr. Curtis. Well, you have stated a real acute problem, and it is 
something that this committee is most concerned about. Unfortu- 
nately, the things that we have been trying to prevent in your instance 
have already happened, and unfortunately it has happened in other 
businesses throughout the country. 

Let me ask one question, first: Were you unable to continue manu- 
facturing your farm disks because the demand had gone down, or 
because you could not get the material ? 

Mr. Larsy. Well, both. 

Mr. Curtis. It was a combination of both? 

Mr. Larsy. Both of them. 

There is another thing I meant to bring out, too. When I went 
down to Solar Aircraft, you wouldn't find most of those kind of people 
here today, because when a guy gets hurt about so much on something 
like that, he goes out and seeks employment, and when something 
like this comes up, you don’t see him, he is out of the game, in other 
words. 

I was really surprised at the amount of small-business fellows that 
were working right there around me in Solar. 

Mr. Curtis. Who had already been killed off ¢ 

Mr. Larsy. Yes. They were in there, and some of them were willing 
to try it again. Some of them had a lot of machinery yet. I know a 
couple of fellows who had everything in their plant paid for, and they 
don't owe a dime to nobody. And one of these fellows just locked the 
door and come down to work because he couldn't get materials to 
work with. 

Mr. Curtis. Did you have the machinery and equipment to do some 
of the work that Solar had ¢ 

Mr. Larsy. Yes. 

Mr. Curtis. Let me finish the question. That Solar had brought this 
Air Force equipment in to manufacture the product on? 

Could you have done some of that ? 

Mr. Larsy. Sure. 

Mr. Curtis. Then it would have been unnecessary to have actually 
brought in those machine tools that Solar brought into their plant é 

Mr. Larsy. That is right. I don’t know. I don’t like to bring out 
some of these statements like that, because maybe I am stepping on 
somebody's toes. 

Mr. Curtis. We appreciate that it is not only the Solar Manufactur- 
ng Co., but it is a general problem, and it just happens that you know 
of that particular instance with them. 

Incidentally. I might state for the record, that the big company 
has its problems, and a lot of this is understandable from their angle, 
too. so it is not criticism, but it is bringing out the facts of the situa- 
tion so that we can try and cope with it. 

I would like to have a comment from Admiral Ring on this, be- 
ause I know he is as much concerned about that as our committee is. 

Admiral Rive. Mr. Larby brings out a major problem here. Solar 
Aireraft has been given, I presume, by the Department of the Air 
Force, a prime contract for the doing of something. Solar, of course, 
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has some capacity now. I have never seen their plant, so I am not abl: 
to talk intelligently about how large Solar is. But in order to com 
plete the job, they apparently needed some machine tools. 

Mr. Larsy. That is right. 

Admiral Rine. Then this Air Force, or the Army—and T am no 
trying to point a finger of scorn at the Air Force, but the Air Force 
buys machine tools on the contract, and that is why they were stamped, 
“Property of the U. S. Air Force,” or they pull those machine tools 
out of the reserve machine tools which have been kept up ever sinc 
World War IL. 

The trouble, Mr. Chairman, is that too many people read Secretary 
Marshall’s policy of December 18, 1950, and too few people pay atte: 
tion to it, and part of that policy is the utilization of available ope 
competition capacity before you start to build anything else. 

Now, it is wrong, and it will continue to be wrong, and I am afra 
that mistakes are always going to continue, but it is wrong to buil: 
up Solar’s capacity, and that would be just like saying, let’s buil: 
up the Jones Co., when Smith, Brown & Robinson in the immediat: 
area have got the capacity and have got the machine tools, and work 
men to do it. 

I don’t contribute much to this by saying that it is wrong, but | 
don’t like to miss an opportunity to at least state that we recogniz 
the need for the policy, and it is only when we find out things of 
this kind that we can go back there to the banks of the Potomac ani 
try to do something about it, if we ever reach the banks of the Potoma 

Mr. Larey. If these contracts were given in such a way that tl. 
small-business man could do a part of it, I think that would help. 

Admiral Rivne. There is a very critical point there, and probably 
only an aircraft manufacturer could ever become the prime contracto! 

In other words, let us assume that we take the case of Larby Bros 
of Denison, Iowa, it is inconceivable to me that you could have bee: 
a prime contractor for even one airplane, so you could not break dov 
some of these big contracts, and you have to go to people who kno 
how and have the plant space necessary to make the air plane itself. 

Now, with regard to the parts of the plane, that is what we 
talking about. 

Mr. Laresy. That is what I was referring to. Not a contract f 
a whole plane. I doubt if there is any one factory, big as they ar 
to contract for the whole frame—well, there are a certain number 
them, but the point I mean, like some parts on the carburetor, or t 
wheel, a wheel bearing, or anything of that nature, where there is 
large volume, that could be turned over to a small manufacturer. 

Admiral Rive. That should be done through the process of s 
letting, and not by the process of the Department of the Air For 
trying to let out prime Government contracts to the smaller suppli: 

You would have a confusion in paper work there that you we 
never lick. The Air Force has to hold one manufacturer responsi! 
for the delivery of a finished item, which we call an airplane. 

Now, how they get that airplane together should be by the process 
of some work in the prime contractor’s plant, fanning out throug 
the subletting of contracts to the people who are going to make the 
components. Still, Solar has got to be responsible for the parts fitting 
together, for the parts passing inspection, and they must be responsi): 
to the Air Force finally for an airplane that will fly. 
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Too many people would advocate, and I would hope that you were 
not doing that, a military department letting prime contracts to all 
the little ople. The process of bringing them together would be 
pretty oh We have still got to stress, and we are trying to stress, 
the importance of subcontracting the component parts. 

Mr. Larsy. In other words, get it down to where it is distributed 
a little more evenly all over the country. 

You take, it seems as though when everything is running normal, 
if you were to take and put that same amount over into defense work, 
and each person gets a reasonable amount, all the plants are going 
to operate, and operate enough so that each man is going to not go 
hungry, and all the people employed in there are going to have a 
job, ‘whereas it is in this W ay, it turns around and one ‘place i is running 
all night long, and everything, to meet the demand, while a place 
down the street or 50 miles away or a 100 miles away has to close 
down, and still the same amount of supply in material is used up 
every day in the United States. 

Mr. Curtis. That is the real problem, and just as you have pointed 
out, too, it leaves your plant not in a ready condition to assist if we 
ever have total mobilization. 

I think your situation is regrettable, and it is exactly what we 
are trying to fight to prevent, and we realize that it has already oc- 
curred in many instances. 

I wish that we could promise you more. Our committee has talked 
at great length with the Armed Forces toward encouraging their 
big } prime contractors whom, as Admiral Ring has stated, must deal 
directly with them, but encouraging these private manufacturers, 
large ones, to do more subcontracting. 

Now, we could possibly do more than that by insisting that a cer- 
tain percentage be subcontracted and all that. 

Mr. Larsy. And also, along with that percentage, I think it would 
be wise if it were put in there some way as to the type of work, too. 
Now, by that 1 mean—— 

Mr. Curtis. In other words, you don’t want just the headache 
work ? 

Mr. Larsy. That is right. I don’t know whether many of you 
know much about running stainless steel. 

Mr. Curtis. I am sure I don’t. 

Mr. Larsy. Well, you take stainless steel, you take the jackets, and 
that part of it, the outside part for the burner, and everything, that is 
comparatively simple, but outside of the tool and die men and the 
engineers that make the dies, that shape these parts, but after they 
get it on the punch press, the man running it, all he has to do is to just 

heck it. That is about all. And an inspector does that. But when- 

ever you come to running a lathe on some inside threading job, where 
they have to hold close tolerances, you have trouble with tearing 
threads, and it takes a man on that machine to stand there and watch 
every part. 

That is the kind they let out. The point I was bringing out is this, 
f there were some way you could control these prime contractors 

order to make them sublet to a man some of that work, along with 
some of the other. 

Mr. Curtis. I am afraid that basically we have to rely on the 

derstanding of these large businesses for the necessity of the small- 
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business man surviving, because if we do have all-out mobilization 
they are going to need you people, and they will need you badly, and 
the country is going to need you, and that is what we, on a national 
scale, will have to realize, and it is a problem that we have not yet 
met. 

The policy has been stated, but the policy is not being implemented, 
and we are very glad to get your statement, because it gives us some 
specific ammunition. 

Mr. Larsy. That was the main topic I wanted to bring out, because 
I thought that they were fairly willing to give the contracts. 

Mr. Curtis. Well, it is a tough problem, and just as you have 
pointed out, and I was very glad to hear your testimony, but sorry) 
to hear it in a way, but still very glad to get the facts that already 
men who had small businesses are now out of business and working 
for larger companies, just as you did for a short time yourself. 

Thank you very much. 

Did you have another subject you wanted to bring up? 

Mr. Larry. I would like to talk to the man from the Reconstruction 
Finance Corporation. 

Mr. Curtis. Well, Mr. O’Donnell has temporarily stepped out, and 
he will be back. Will you be here? 

Mr. Larsy. I will wait for him. Back of that problem, it seemed 
like, you know, that the RFC has been more favorable to larger 
concerns, and I suppose more or less because the larger concerns are 
doing more defense work. 

Mr. Curtis. Well, I will let Mr. O’Donnell answer that. 

Oh, Walter, vou came in at the right time. 

Mr. O’Donnewti. The right, or the wrong time, apparently. 

Mr. Curtis. The statement has been made that Mr. Larby has got 
a small machine shop or manufacturing shop that used to manufac 
ture farm disks, and he is talking about financing with RFC, and he 
kept filling out forms and making applications and got nowhere, so 
he came to the conclusion that the RFC was making loans to the 
larger firms, and that the smaller ones were not getting anywhere 

I know that you, of course, are head of the Small Business Section 
of RFC, and that a great many loans have been made, but I would 
like to have you comment on that and clear it up, if you can. 

Mr. O’Donnett. Oh, No. 1, Mr. Chairman, I will be happy to go into 
the details of your particular case, and find out what is wrong, and 
if there is anything wrong we will certainly correct it. 

No. 2, it is certainly a misstatement or misunderstanding to believe 
that the RFC is not making loans to small business. 

Nine out of ten of the loans are under $100,000. T had the pleasure 
in Denver, Monday afternoon, of pointing out to the gentlemen pres 
ent, and to the committee, that of the 25 firms represented at that 
meeting, 8 of them had RFC loans, typical small-business loans, to 
assist them in their operations, so that is a flat statement on my part, 
that it is not true. 

Mr. Larry. Well, $100,000 is getting up pretty large. 

Mr. O'Donneti. Well, you are just taking the maximum that | 
spoke of, Mr. Larby. I said $100,000 or less, and the averdge is about 
SPY? OOD, 

Mr. Larsy. My application was put in for $20,000, 

Mr. O’Donnewi. How long ago was that ? 





Cc? ” 
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Mr. Lary. I had a valuation of about $68,000 and, well, of course, 
the application was only put in about 3 months ago, and what I 
figured they had in mind was that they would send a representive 
out, I mean, it would be kind of funny for anyone to loan a company 


$20,000 by just my literature out there, and I would want them to 


look at my place. I have a pretty attractive building, and I built it 
myself. 

Mr. O’Donne it. Well, I can get the whole case and find out the 
details, and I will check with the Omaha agency, sir. 

Mr. Curtis. Would you do that right now ¢ 

Mr. O'Donne wt. I will be glad to. 

Mr. Corron. Can I ask Admiral Ring a question? The point he 
made, I have asked before, and I have not been able to give the an- 
swer—I have been asked this before, and as I say, I have not been able 
to give the the answers, but say, Mr. Larby did take some wheel bear- 
ings, and that was a job that could be produced on a turret lathe, and 
he had 5, and in order to do the job properly he needed 10, could he 
then, in the same manner as a prime contractor, expect to have loaned 
to him for his use 5 turret lathes stamped, “Property of the United 
States Air Force”? 

Admiral Ringe. Not until we had surveyed and satisfied ourselves 
that the existing 5 turret lathes were not in possession of Brown, 
Jones, or the Smith Co. around the corner here. 

The policy of the Federal Government, for what it is worth, 
is that we must spread this work around, and use the existing machine 
tools that are standing idle, rather than imposing a further burden 
upon the machine-tool industry of this country, whose business is so 
filled with backlog orders that it takes 18 months or 2 years before 
you can get any promise whatever. 

It does not make sense to order more machine tools when they 
have good machine tools and good men to stand behind them, needing 
work. 

Mr. Corron. It is not necessarily restricted to a prime contractor. 
If a subcontractor could show the same situation as a prime contractor, 
he too could get those machines that were needed that were stamped 
with the name of the Air Force Service ¢ 

Admiral Rive. Yes, and yet my contention is that the Air Force, 
and the Navy, and the Army, are all in the same boat, they are draw- 
ing down upon an existing machine tool reserve which the Congress 
has permitted us to keep. It isthe surplus of World War IIL productive 
capacity which has beeh put away, greased up, and so forth, and put 
in shape. 

Of course, we are going to keep those machine tools. I think we have 
far too great a tendency to draw down on the machine tool reserve, 
or failing to have it in the reserves, to go out and place an order for 
the manufacture of another one, before doing a thorough job of check- 
ing and finding that Larby Bros. of Denison, Iowa, has them and 
needs work. 

I cannot say that we can put every machine tool to work, but I am 
talking in the way of a general principle, that we ought to go out and 
seek every source of supply, and put the work there, rather than ship- 
ping more machine tools into a plant. 
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Mr. Corron. The reason for the question is this, if a man asks if he 
was restricted, then I can say, no, that there are many considerations 
you have to meet, but that you are in the same boat as the big prime 
contractors. 

Mr. Curtis. Thank you, sir. 

Now, let us hear from Mr. Carl Wilson and Mr. Harold Miller, 
who represent the construction business. Are they here? 

Mr. Witson. Well, I am Carl Wilson, for the record, and Mr. Mil- 
ler, I do not think, is here. 

Mr. Curtis. All right, why don’t you go ahead, Mr. Wilson? Sit 
down and make yourself comfortable. 


STATEMENT OF CARL WILSON, REPRESENTING CONSTRUCTION 
INDUSTRY, OMAHA, NEBR. 


Mr. Curtis. Now, give us your statement, if you will, please. 

Mr. Witson. Yes; I am interested because I happen to be the loca! 
head of the National Organization of Home Builders, as well as the 
sponsor for 611 housing units being built at the Orford Air Base. 

Mr. Curtts. Just a moment, please. You are Harold Miller? 

Mr. Miuirr. Yes. 

Mr. Curtis. Just bring up your chair, so the reporter can see you 
both. We just started the testimony, and you can add your comments 
as we go along here. 

Mr. Wirson. We are in this position at the present moment, we ar 
all busy as builders, but we find the sand running out on us, beeaus: 
of the difficulty of obtaining loans. 

As you know, they have expired entirely on what we call 608 apart. 
ment house projects, and on small loans title I, for instance, and 01 
other loans, they are very difficult to secure. Because of the low in 
terest rate, the banks are not willing to accept it, and this may be a: 
old story to you, but right now for construction purposes, say, coop 
erative loans and cooperative projects, or in any of the various tit!: 
loans where we used to get a split premium, or could sell them at par. 
well, there was a loan this last week that a builder unfortunately had 
to take 95 cents on the dollar for. 

The building and loan association has not been able to take the place 
that had been held by insurance companies who depended on insured 
FHA loans. Now, whether the interest rate should go up, and vy 
are inclined to think so, because the Government is paying more fo 
their money now, and the interest rates have all increased, we are i: 
some difficulty on that. 

Then, another matter for us to consider is that we all want to tak: 
our place in the scheme of things that has to do with defense work 

The bidders here, and I presume elsewhere, are particularly adapt 
able. We can switch our production from homes, if that seems to 
be the picture. We can also build most anything. 

We have demonstrated that a great many of us have turned ou 
efforts in other directions during World War II. 

(side from the necessary defense housing, it appears .that that 
is being well taken care of. Our firm, for instance, will have ver) 
little to do with our organization, and subcontractors, after this pat 
ticular contract, we would say, is finished at Orford Field, and we ar 
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ready and waiting and willing, and anxious to get some business and 
be considered in any place where we will be needed. 

We do think that the war effort in Omaha must be accompanied 
bv increased home building. We are short of houses here. 

‘ Again, it brings us to the matter of loan insurance. I don’t want 
to take up the time for anything more excepting that those are our 
basic needs at the present time. 

Mr. Miter. I think that covers it. 

Mr. Curtis. Do you care to add to it? Would you say those are 
essentially your views, too? 

Mr. Mitier. That covers the problem pretty well. 

Mr. Curtis. Well, we appreciate that statement very much, because 
we are concerned with this problem, too. 

Of course. the basic problem you present is one for the consideration 
of your Committee on Banking and Currency, but our committee 
channels a lot of these problems to the various committees of the 
House, and this is one I know that the Banking and Currency Com- 
mittee is well aware of, but which we will again call their attention to. 

I know that, of course, with our various regulations, regulation X, 
too, probably contributes to this problem of home building, and of 
course, there are other measures before Congress which have come 
out of the Banking and Currency Committee on defense housing, and 
other features that apply to the housing industry. 

Thank you very much for your statement, Mr. Wilson and Mr. 
Miller, and we will be glad to have that in the record. 

Mr. Corron. Mr. Clifford Miller of the same firm has some testi- 
mony that may be of interest to you. 

Mr. Curtis. Yes; we will be glad to hear from you. 


STATEMENT OF CLIFFORD MILLER, REPRESENTING HENRY W. 
MILLER ELECTRIC CO. 


Mr. Cuiirrorp Miuier. This is kind of an unusual problem, and I 
im not sure that it falls under the realm of small business. 

We were successful on several Air Force lighting projects, in in- 
stalling new intensity runway lights on airports in Nebraska and 
South Dakota, and the first one was a municipal airport, and shortly 
thereafter Lincoln, Nebr., Grand Island, Nebr., and Pierre, S. Dak. 

About in the middle of these jobs, which were let several months 
ipart, the Wellsbach Corp., an eastern concern, started putting out 
rumors that they had a patent covering the installation and use of these 
lights on these airports. 

No one took any regard to their statement, because they did not 
think it applied to us or anyone officially on the matter, and the con- 
tractors bid in these jobs, and they were asking for an exhorbitant 
license fee which amounted to 86 cents a foot of runway, so on a 7,000- 
foot runway it would amount to roughly $5,000. 

After these jobs were completed, or during the process of comple- 
tion, finally they got around to writing ourselves and other contractors 
on other jobs stating that they had the patent rights on these jobs, 
and on the installation and use of the lights, rather, and that they in- 
sisted that we take out a patent license and pay their fee. 

Finally they settled with the CAA, who were sponsoring these jobs, 

ta price of 26 cents a running foot of runway. 
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They demanded that this fee be paid by the contractor or the city. 
The contractor, as the installer, or the city for the use of it, they didn’t 
care which one paid, but the cities were covered through the CAA 
Standards Hank Book, and buried in the middle of it, it says that the 
cities in the CAA will be held blameless or harmless from any patent 
infringement that might be entered into. 

So finally, after ignoring them until the jobs were done, they em- 
ployed or engaged lawyers and started to take the cases to court, suing 
for the license agreement. 

We were informed that they were fighting these cases in a matter 
of three or four hundred cities, and that they had over a million 
dollars involved in the suit, and if they pressed them all, and they 
would take it to the Supreme Court, without a doubt, it was just im 
possible to fight to fight the matter of four airports against them, fight- 
ing for three or four airports, so we had to drop the cases before it came 
to court and paid off. 

Now, the CAA in a lot of these cases is where the city found out 
about this license agreement, and realized that they were going to 
press the charges on it, and in some cases these cities incorporated in 
their contracts that they would not hold the contractor responsible 
for this license fee, and if it was to be paid, the city would pay it them 
selves. 

In those cases where the city has paid, and there have been quite a 
few cases, the CAA has gone along with them and paid their propo. 
tionate share of the Government fund. In most cases it amounts to 
75 percent that the CAA pays for. 

Now, this case has never gone to court and has never been decided 
upon. Everyone, like in our case, back out at the last minute, whe: 
they saw what they were up against, and paid off and the cities hav: 
never atte mpted to take it to court, because the CAA paid 7 (> percent 
of it. 

Mr. Curtis. Hasn’t the CAA shown any interest in having it de 
termined In court ¢ 

Mr. Mitier. No; the CAA has not. Their lawyers, as I unde: 
stand it, said they thought possibly that the Wellsbach Corp. had a 
pretty good case, and they advised the cities that they should pay their 
proportionate share of this fee, but it has never been decided in court. 

Mr. Curtis. Yes. 

Mr. Corron. The CAA specified the equipment without equiva 
lent. 

Mr. Mitier. That is right. 

Mr. Corron. It seems to me that they are responsible. 

Mr. Mitier. Let me clarify that. They specify a certain type of 
equipment that falls under a design type that they wish installed, and 
there are about four or five companies that make this particular dé 
sign, and the ‘y are not patented or anything. 

Mr. Curtis. Well, that is a very interesting problem, and I am glad 
vou called it to our attention. 

Of course, as anyone appreciates, it is a very specialized problem, but 
I think this committee will be glad to go into it and find out just what 
that situation is, and certainly it seems to me that the CAA should 
encourage a court determination, unless of course their lawyers are 
completely satisfied that there are patent infringements involved her 

It certainly strikes me that way. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 2807 


Now, let me ask you this, Did your company have legal advice ? 

Mr. Mintzer. We did, just recently, after we had a suit filed against 
us. 

Mr. Curtis. What does your attorney think? Did he tell you that 
he thought you had a very good case ¢ 

Mr. Mirier. He said he thought that the claim was ridiculous, and 
he felt quite positive that he could beat it. 

Mr. Curtis. Except for the fact of the financing, which I can well 
appreciate. 

Mr. Mirizier. That is right. 

Mr. Curtis. And that could be, I am not saying it is, but it could 
be a very improper thing that is being done here. I think it certainly 
should be investigated, and I think that the committee will investi- 
vate that. 

Mr. Harotp Miter. This patent is one of the type thrown out of 
the United States Supreme Court recently, and that is what our attor- 
ney bases his opinion upon, except the high cost of going to the 
Supreme Court. This light is nothing more than a high intensity 
hight made by Krause-Hines and several other manufacturers of 
that type. 

An old gentleman back in the East decided that would be a good 
airport light, and he filed a patent on it. He didn’t do much with it, 
and these people in Philadelphia, three of the five are attorneys, is 
that right ¢ 

Mr. Currrorp Mitzier. That is right. 

Mr. Haroip Mitier. Well, they purchased patents, and then started 
a procedure against those who were using it, and that makes us think 
that the CAA is not fulfillmeg their duties. 

They asked the CAA to pay on this patent on the lights that had 
been installed prior to the time these people bought the patent rights. 
CAA stopped atl construction at that time, didn't they / 

Mr. Cirerorp Mitier. For 8 months, I believe. 

Mir. Haroip MiLLer. They held up the contract for 8 months, ury- 
ng to figure out what to do. They never arrived at a decision. It 
was all forgotten, and they finally decided to go ahead, and they never 
mentioned this in the specifications, and never changed the bid. 

Immediately, starting with their program of lighting airports, 
which by this time was in the West, up until that time it was used in 
eastern airports, so out here in the West we got these contracts that 
the CAA knew were subject to these patent rghts, without saying a 
vord, without mentioning a word about it, and we took on these 
contracts, and then run into all the trouble. 

Now, the CAA could have either fought, these people, because they 
are still liable for all those prior patents themselves, and it is rumored 
about a half million dollars worth of patents, older patents, that these 
people have a claim against them, and they would like to have that, 
ind they flew in, when we quit the case, they flew in a couple of uni 
versity professors and several people into Sioux Falls, expecting a 

ice big case. 

‘| hey would like to get some people other than the CAA, and the 
power the CAA represents, to beat, and then go in and claim this 
“400,000 from the CAA. 

Mr. Curtis. 1 see. I wonder if you would be willing to furnish 

e committee some of the details? That. of course, would be neces- 
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sary to investigate this matter. Perhaps a copy of the petition filed 
against you would contain sufficient detailed information so we could 
check on it, and whether the committee does it or not, I can assure 
you that I personally will investigate that. 

I think maybe the committee might itself, but in the event the com- 
mittee does not, I intend to do that myself, and I appreciate very 
much your calling this matter to our attention first. 

Mr. Cutrrorp Miuier. ‘Thank you very much. 

Mr. Harovp Mitier. Thank you. 

Mr. Curtis. Thank you. Now, I will go back and see if some of 
the people who were on the list might have come in. 

Mr. W. O. Schneiderwind, Omaha W elding Co. ? 

Mr. Ear] Nesbit, Standard Furnace Supply Co, 

Mr. Nessrr. I am here. 

Mr. Curtis. All right, Mr. Nesbit, will you come forward, please. 


STATEMENT OF EARL NESBIT, REPRESENTING STANDARD 
FURNACE SUPPLY CO. 


Mr. Nessir. I don’t know exactly what I want to tell you. 

Mr. Curtis. Well, we are glad to listen to whatever it is. 

Mr. Nessrr. Well, first of all, what is the purpose of this commit- 
tee? What are they after? 

Mr. Curtis. Well, that is a pretty difficult thing to state at this 
stage of the game, Mr. Nesbit. 

The committee, of course, is interested in learning of any difficu! 
ties that the small businesses throughout the country might be ex 
periencing, not only in the way of defense, of course, because this 
problem has been made acute by defense mobilization programs, but, 
on the other hand, if it is a problem that small business is just facing 
in the ordinary economics, we are interested in that, too. 

So if you have any specific problems, we will be very glad to hea: 
them. 

Mr. Nessrr. Well, I don’t know whether you are interested or not 
in this. My problems come under the CMP, and they seemed to have 
been solved now with this present allotment. 

Mr. Curtis. I see. Weare glad to hear that. 

Mr. Nessrr. We are jobbers of heating and sheet-metal supplies, 
40 percent; and manufacturers of furnace pipe elbows, fittings, gut 
ters, and such things as that, about 60 percent. We use, oh, between 
i,000 and 2,000 tons a year of galvanized sheet steel. 

Our tonnage has been going downhill all the time, in spite of tly 
fact that some large users of steel have had more and more. 

During the war we were rather well taken care of under the Wa 
Production Board. In 1947 we received 1,455 tons, and last vear we 
only got 1,017 tons. 

A good part of that, or I won't say a good part, but between 20 and 
25 pereent of that was premium-priced steel. We could riot get 
from the mill. I don’t know whether that is anything you are i 
terested in or not. 

Mr. Curtis. It certainly is; what I am mainly interested in is the 
fact you think the CMP will solve your problem. That is good new 

Mr. Nesrrr. Well, I don’t know whether it solves our problem. | 
it just so happened that the base period in which our tonnage was 
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based was the period when we fortunately made a lot of shipments. 
Now, it may solve our problem but not the problem of others in the 
same industry. That was the last half of 1949, and we didn’t have 
much to do most of the second quarter, so we accumulated a lot of 
stock. 

Mr. Tackie. May I say that that is the first statement I ever heard 
in America regarding that. 

Mr. Curtis. Everybody else always has said that their quarter that 
it was based on was the worst period. 

Mr. Nespir. Well, you see, the allotment is based on shipments dur- 
ing this period, and we had poor business the second quarter, and con- 
~equently we built up our stock, so that we had good shipments in 
the third quarter and fourth quarter. And we received considerable 
tonnage. 

The thing that I object to is that big industry seems to have re- 
ceived a lot of steel in the last several years since the war, whereas 
we received less and less. 

Mr. Curtis. That is one reason for the CMP, is just exactly that, 
to be sure that so long as materials have to be controlled, that they are 
channeled out in a fair proportion. 

I wonder if you have any other comments or any questions you 
would like to bring forth, Mr. Tackle. 

Mr. Tack.e. Duri ing the years that intervened between the war and 
the present defense effort, there was not any regulation on steel. 

Mr. Nessrr. That is right. 

Mr. Tackxuir. While there were certainly shortages of certain spe- 
cifie types, and I think specifically the type of steel you used was in 
short supply. 

Mr. Nessrrr. That is right. 

Mr. Tackue. It was simply a matter of letting private industry 
(lo as it chose to do about that. That is no longer possible now, and 
as you see, every producer of products of that type must submit his 
requirements and get a specific allotment for it. 

There will continue to be a shortage of that type of steel for some 
time to come, and if you have gotten a satisfactory share, all I can 
ao 18 to congratulate you. 

Mr. Curtis. We are very glad to get your statement, though, be- 
cause it gives a little more balance to some of the other statements 

at we have had in the record. 

Mr. Nesrrr. I have one or two other points here that you might 
be interested in; because we could not get steel last year, we pur- 
chased it from our competitor for our jobbers business, 83 tons of 
the same products we make. We thereby augmented our supplies, 
because we could not get it. 

\nother class of goods, we purchased 35 tons of another class, 
so there is 120 tons out of our total of 1,017 tons, there is 12 percent. 

We purchased since 1948 probably $10,000 worth of equipment, 

nticipating that we were going to get additional material, and we 
e not been able to use that equipment. We have purchased cles, 
ind we have purchased machinery of various kinds, and we can- 

t get enough material to use it. 

We would like to expand, yet the material situation has gotten 

se and worse up to now. I hope we get the materials through 


CMP. 

















IS10 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Curtis. We hope so, too, and I think you are in a lot better 
shape than a lot of the companies. 

Mr. Neswrr. I don’t doubt it. We were just fortunate in having 
the prope r base per ioc. 

Mr. Cvrrts. I want to say I am awfully glad you took the trouble 
to come down and testify, in order to give us a picture which is a little 
bit the other way, because we hear of things that are going wrong 
so often. 

Mr. Nessrr. Well, we were just lucky. 

Mr. Curris. IT appreciate that, but on the other hand, you ar 
in the sort of a thing in which vou have to work out on averages. 
when you deal with economy on a national level, and it is good to 
hear that occasionally. 

Mr. Nesprr. Are you interested in price roll-backs, too ? 

Mr. Curtis. Maybe Mr. McCormick would like to hear something 
on that. 

Mr. McCormick. I would like to hear something good on that, 
too, 

Mr. Nessrr. Well, we have been told by somebody in Washing 
ton that there are 502 combinations in arriving at proper pricing. 
Whether that is wrong or right, 1 don’t know. I have talked to a 
number of competitors, and because of their varying situations, some 
of them have to raise prices, and some of them lower them. It 
s all according to what they paid in the proper quarter. 

It so happened that we had to buy quite a bit of premium steel 
in the last period, so we can get a 15 to 1S percent raise, if we want 
it, but on account of the competitive conditions, we do not want it, 
but the combinations you get in this price-control situation are al! 
wrong. They are not right when somebody can raise illegitimately. 
In other words, there is no excuse, if you can get a proper-priced 
steel, for raising prices. 

Mr. Curtis. I would like to hear Mr. McCormick comment on that. 

Mr. McCormick. I certainly would like to comment on that, Mr. 
Chairman. I think you put your finger on an important point, too 
on not only steel, but on all types of metals. We talked about alu- 
minum this morning, and that would go to all prices of basic metals, 
chemicals, and that sort of thing. 

It so happens that all scarce materials during the freeze per 
December 14 to January 26, the general price freeze, when that period 
came in, there were some fantastically high levels filled with inflatio 

You speak of premium steel. So theoretically, under this genera! 
price freeze, those fantastic prices are correct. When you submit 
your Form 8, you are allowed to pass legitimate direct material and 
labor costs along that occurred between your base date and March 1». 
That is permissible. 

On the other hand, where there have been fantastic prices paid for 
materials, and you report that through on your Form 8, you are going 
to find that you won't get the fantastic price that you might pr 
suppose you would get. They will be carefully analyzed. 

Now, we were in the process of putting some sense into the regula 
tions having to do with this periodic condition on these basic mate 
rials, for instance, first, by issuing a price steel distribution order, 
wherein a certain historical rate would be set at the mill, and at the 
warehouse level, whereas all these gray marketeers and black ma! 
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keteers would be ruled out of this business, and where the available 
supply would flow through at normal profits. 

3ut there the damage was done before price control entered the 
picture. We were well on our way to regulating that, and working 
that out, and if allowed to go on we have ‘the regulation, but whether 
you go back in the market, the allocated materials that you are en- 
titled to will come to you at a decent historical price. The warehouse 
and the mill will be making a decent profit, and if they don’t, we will 
then be ready to spring quickly, with adequate enforcement staff and 
handle it. 

Now, again to answer your problem directly. You see, we have 
stopped in our strides, so to speak, by this interim regulation which 
Congress has written in, actually processing these Form 8’s which 
have been submitted under regulations 22 and 30, but you would find 
that part of the analyzation process back in Washington would be 
not to approve a direct material cost where it, was fantastic. 

So; if a price could be set, which would be fantastic to the future, 
that Would not be allowed. You will find that there would be a very 
reasonable analysis of that. 

Mr. Curtis. Thank you very much. We appreciate your statement. 

Now, is Mr. N. E. Tucker here? 

Well, he not being here, that completes our list of witnesses. 

Admiral Ringe. Excuse me. 

Mr. Curtis. I understand that Admiral Ring wants to make a 
statement in response to some previous testimony, and also Mr. 
O'Donnell, so if you would make your statement at this time, please, 
Admiral Ring. 

Admiral Rive. I am sorry that Mr. Larby is not here, but Mr. 
O'Donnell and I went out to talk to him. He did make’a statement 
for the record that he had put in his request for assistance to the 
RFC, and that nothing had ever happened. It is my considered 
opinion, and I think that Walter O’Donnell will back it up, that Mr. 
Larby dropped the case so far as RFC is concerned, because it devel- 
oped that he had never paid his filing fee; in other words, officially 
he never made the application. 

Mr. O’Donneti. Excuse me for 1 second, Admiral. I wonder if 


you would be good enough to talk on the defense angle, because I 


would like to get for the record an illustration of the credit situation. 
I have a perfect illustration, and I would like to get it into the record. 

Admiral Ringe. May I then just change what I said a little bit, and 
say this for the record, that Mr. O'Donnell will handle the credit 
angle, with regard to Mr. Larby’s case, and I advised him to proceed 
as hard as he could with Solar Aircraft. 

He thinks that he can get a defense contract from Solar, and I told 
him that regardless of the fact that his plan had been closed for some 
time, that he looked good enough to me so that he could get some 
of their work. 

Now, to close my brief statement, I think that Mr. Larby has got 
a pretty good chance of getting a subcontract which he thinks he can 
complete. 

From the credit angle, I think Mr. O’Donnell wants to say some- 
thing. 

Mr. Curtis. All right, Mr. O'Donnell. 
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Mr. O’Donnewt. Mr. Chairman, this situation has come up on a 
dozen different occasions at these hearings, and it is the old chicken- 
and-egg proposition, if you have a contract you are able to obtain 
financing in most instances, and if you have the financing you can 
obtain a contract, but you have to have one or the other first. 

Now, Mr. Larby, in dealing with a second-tier subcontractor’s pur- 
chasing office, had the assurance from him that one of his third-tier 
subcontractors was not providing the material exactly on delivery, 
and that if Mr. Larby could get some additional machinery in his 
slant, this purchasing officer would assure him of getting some work. 
Underst and, this is all verbal. 

So he went to the RFC, and here is the credit picture. He has a 
building on which there is a bank mortgage. The plant has bee 
closed down for almost a year. He has a verbal statement from a 
purchasing officer of a second-tier subcontractor that if he gets the 
machinery he will give him some work. 

Mr. Larby told the RFC that he had defense work. Maybe hi 
undoubtedly did it in all good faith, but there was no evidetice of 
that fact. 

Then he had a discussion with our agency people, and subsequently 
filed an application. 

They looked at it carefully, and the application was not complete, 
and they wrote to him and asked him for additional information. 
He sent in part of the additional information, so they wrote back to 
him again. Apparently, he disregarded that letter in its entirety. 

So about a couple of weeks later he called on the agency and said, 
“What about my loan?” They said, “We are still waiting for you to 
give us the information we requested.” 

So with that he forgot the whole thing, and he turned the building 
over to his father, who took care of the bank-mortgage payments, and 
he sold off part of the machinery, and I believe he said he went into 
the earth-moving business, or something to that effect. 

Now, here is the situation where the man was requesting the RFC 
to pay off a bank mortgage to get him additional machinery, and pro 
vide him working capital on a plant that had been closed down fo: 
almost a year, and on the nebulous proposition that perhaps he woul 
get some defense work. 

Now, we understand that through the law you can only make a loan 
where there is a reasonable insurance of repayment. 

I ask you gentlemen whether you consider in this case there was 
reasonable assurance of repayment? Apparently Mr. Larby felt |i 
did not have a good case, because he forgot about it and did not 
supply the additional information. 

The reason I was able to determine that was because before thie 
RFC has sent an application, it must be complete, and at the time 
we sent an application, the applicant pays the filing fee. 

Mr. Larby was never asked for a filing fee, and there is no sense 
in taking a man’s money if, on the basis of the information, it is not 
complete, and there is a likelihood that the loan will be turned down. 
So I don’t think that would be equitable or just. 

So they were playing very fair with Mr. Larby, and halfway 
through it he decided it was not worth a candle and he quit. 

I am awfully sorry he is not here. I explained that to him outside. 
If he is successful in getting a subcontract, we will be very happy to 
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reconsider the application, and I am sure that he will be given every 
consideration, and possibly we can work out something for him. 

Mr. Curtis. Thank you very much, Mr. O’Donnell. 

Mr. Tacxte. I would like to make a general comment, which was 
brought to mind by Mr. Larby’s testimony, in the hope that it might 
be of help to some of the people seeking both prime and subcontracts. 

I noticed that Mr. Larby made the statement that he sent a list of 
his facilities to some 32 contractors and got no evidence of interest 
from any of them, but he visited one and got a subcontract. 

It astounds me a little bit, since I am a businessman myself, to see 
the difference in attitude between selling to the Government directly, 
or attempting to get a subcontract, and making a great difference 
between that and trying to sell a civilian customer. 

I have been, Mr. Chairman, in the offices of prime contractors 
where there were as many as 12,000 letters received from people seek- 
ing subcontracts. No purchasing agent could possibly review 12,000 
such applications intelligently, and the man who gets the subcontract 
is the man who makes a journey to the office of that prime contractor 
and presents his particular matter. 

The only people I know who successfully sell their merchandise and 
their services by mail are people like Sears, Roebuck and Montgomery 
Ward, and in going around the country, not only with this committee, 
but on other missions for the Government, I find almost without any 
question that the man who gets a prime contract, or a subcontract, is 
usually the aggressive man, who goes out to sell just as he conducts 
his ordinary civilian business. 

I think that is the point that is very often overlooked, and I 
think that people who do seek contracts, both prime and sub, would 
do well to follow that rule. 

Mr. Curtis. Thank you very much. 

Now, I want to comment that these hearings have been very helpful 
to the committee, and I want to thank all of the Omaha businessmen, 
and also the businessmen from outlying sections of lowa—yes, sir; 
did you wish to make a statement ? 

Mr. TANNENHILL. My name is Tannenhill, and I am with the Corps 
of Engineers division office. This problem does not affect us a whole 
lot, but Admiral Ring has brought out, or has Admiral Ring brought 
out at any of these meetings about the clinics that the military is con- 
ducting ¢ 

Mr. Curtis. I wonder if you would make a brief statement on that; 
either you or Admiral Ring. 

Mr. Tannenuiy. If Admiral Ring has information, I think it 
would be proper for him to present it. 

Mr. Curtis. I think it might be well, very briefly, to give us the 
benefit of that information for everyone here. They may know about 
it, but it won’t hurt a bit. 

Admiral Rivne. Well, I was concerned over the attitude of prime con- 
tractors, and I asked Mr. Tyler a question this morning, and Mr. 
Larby gave a bit of the OPS picture with regard to the willingness of 
the subcontractors to really farm out material that was within the 
capacity of the average small-business man to handle. 

But for some time past, and this again, I think the first one was the 
Air Force Show in New York, but we have had shows in New York, 
Chicago, Fort Worth, and Mr. Curtis has just returned from St. 
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Louis, where he made a speech last night, and I think a show is cur- 
rently going on in St. Louis, is it not? 

Mr. Curtis. No. It turned out that is set for the 1st of August, 
but it is scheduled, 

Admiral Rrxe. It is scheduled for St. Louis. 

Now I can talk with a little bit of authority about the Fort Worth 
show, because I was there myself. There they had 68 exhibitors who 
were prime contractors. They had their engineers with the drawings 
and the blueprints there of the component parts, on which they were 
eager, willing, and anxious to do some subcontracting. 

I think that when the St. Louis show comes on, even though some 
of your people may have been to Chicago, and maybe there was noth- 
ing too hopeful happened at the Chicago show, I certainly would not 
miss the St. Louis show, because it might be just the opening to a very 
happy and mutually profitable relationship between small-business 
men and important defense prime contractors. 

I think that the chamber of commerce has a job to do in that con- 
nection in alerting the people in this region regarding the small- 
business clinics which are going to be held in a reasonable neighbor- 
hood, 

Mr. Curtis. Thank you, Admiral Ring, thanks for calling it to our 
attention. 

I think it is particularly important, in view of the fact that some 
of the testimony we have had here has gone along those lines, and 
there is something else I want in the record at this time, and T had 
forgotten, because I asked Mr. O’Donnell a question that was asked 
me last night in St. Louis, and I think it is something that we are all 
interested in, and that is the question of these various pools that are 
being formed, and such as has already been formed here in Omaha, 
like the Omaha Industries, Inc. 

There is a question of what opportunity a pool has for financing if 
they went to the RFC, for example, and I wonder, Mr. O’Donnell. 
if you would make a statement for the record on that. 

Mr. O’Donnett. I will be happy to, Mr. Chairman. 

It is my opinion that a pool would be eligible for RFC financing, in 
some instances. There might be complications, depending upon 
whether or not the pool is close-knit, or a very loose-knit organization. 

All of you recognize the fact that just as the military must, if they 
are going to give a contract to someone, they have to be able to pin- 
point responsibility. You just don’t let a contract to nonexistent 
people, or a nonexistent partnership, but you let a contract to some- 
body, and you expect him to be able to produce the same things, 

Now, if a pool is incorporated, it is relatively simple, if you have 
one of these so-called mother-hen arrangements, where one company 
acts as a prime contractor, and assumes the responsibility under the 
contract, that would be the concern which would make application for 
the financing and which would be responsible for the repayment. 

Today, under our limited peacetime lending authority, of course, we 
are subject to rather stringent credit requirements, and cannot finance 
a contract, as such. 

However, these pools are eligible for consideration, and we will do 
our best to work it out within the present legislative limitations. 

If the smaller defense plants bill becomes a law, such as has been 
proposed by the House Small Business Committee, and also by the 
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Senate Small Business Committee, why, the RFC will be in a posi- 
tion, on a broader or more liberal credit basis, to supply the financing 
for these pools. 

There is one statement in the Defense Production Administration 
pamphlet on pool production for defense, which I think is very ap- 
propriate. 

No procuring agency of the military will sign a contract with any organization 
whether large or small, individual or pool, without first assuring itself of the 
organization's capacity, management, production know-how, and the liabilities of 
that organization. 

I think from a financial standpoint, that that could be very simply 
changed by substituting “No financial agency will finance any organi- 
zation,” without the same criteria. 

After all, the Government financial institution is loaning the tax- 
payers’ funds, and I am sure each of us, as taxpayers, want to see them 
protected. I don’t believe an individual would make a loan on any 
other basis, and I don’t think the Government should. 

Mr. McCormick. I have two questions. 

First, there was a gentleman this morning, the first witness I talked 
with, who talked of freight rates, railroad freight rates. Was his 
name L. E. Skinner, of Omaha ? 

Mr. Skinner. Yes. President of the Skinner Manufacturing Co. 

Mr. McCormick. Thank you. I just wanted to get that information 
to him. 

The second point, Mr. Chairman, was this, that I would like to say 
at this point, on behalf of the OPS, that we have welcomed participa- 
tion in these meetings throughout the country, and each evening as the 
meetings came to a close, back to our Director, Mr. Disalle, has gone 
the high lights of the meeting, and much of the information these 
witnesses have brought in has been mighty helpful to us. We appre- 
ciate the fact that we have been able to participate. 

Mr. Curtis. I again want to say, and this is not to pass any bouquets 
around, but you have been particularly valuable to us on the panel, and 
as has happened many times, you have been able to solve some of the 
immediate problems right on the scene. 

Major Wharton, I believe you had a statement you wanted to make, 
in answer to a question for the record. 

Major Wuarron. Thank you, Mr. Chairman. In this meeting, as 
well as in several others, the question of price differentials has been 
raised. This is a problem which has been taken up in connection with 
broadening the mobilization base, and as such is recognized by the 
Department of Defense as being greatly needed. 

The policy has been approved by the Munitions Board, and it is 
being implemented, and really has been implemented already, by the 
Army, the Navy, and the Air Force, in this manner: 

Payment of justifiable differentials is authorized to accomplish the 
objectives of broadening the industrial base of suppliers in negotiated 
deals. 

Now, consideration is being given by all the three military depart- 
ments, and when I say Navy, that includes the Marine Corps, of 
course, too, to this problem on a case-by-case basis. 

The question was raised here, and it has been raised in every meet- 
ing, but I do not believe that we have ever given a definite answer to 
it, Mr. Curtis, and you will receive a written answer from the com- 
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mittee on this, as well as every other question which has been raised 
concerning the Defense Department. 

Mr. Curtis. Thank you very much, Major Wharton. That is very 
helpful, and we appreciate your help. 

Again, in closing the meeting, I want to restate our appreciation to 
the people of Omaha and the adjacent communities in Iowa and 
Nebraska for the fine cooperation you have given, and the willingness 
you have shown in coming before us and giving us the detailed infor- 
mation. 

It has been most helpful, and I want to thank you. 

Mr. Corron. We did not want you to close without our recipr« ca- 
tion of that feeling. We certainly feel that you men have listened to 
our problems and taken time, and we appreciate the fact that you came 
to our town to hear our problems. 

Mr. Curtis. We are very happy to be here, and we have received 
the greatest of hospitality and we appreciate it very much. 

This closes the meeting. 

Thank you. 

(Whereupon, at 4 p. m., the meeting was adjourned.) 
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SMALLER WaR PLANTS CORPORATION—TWENTY-SECOND AND CONCLUDING BIMONTHLY 
Report COVERING THE PERIOD DeceMBER 1945 TO JANUARY 1946 


SMALLER WAR PLANTS CORPORATION, 
Washington, D. C., March 14, 1946. 
Mr. J. D. SMALL, 
Administrator, Civilian Production Administration, 
Washington, D. C. 
Dear Mr. SMALL: Attached is the twenty-second and concluding bimonthly 
report of the Smaller War Plants Corporation. . 
The report covers the period December 1945 to January 1946, during which 
time I served as Acting Chairman of the Corporation. 
Sincerely yours, 
LAURENCE ARNOLD, 
Acting General Manager, 





CHAPTER I. INTRODUCTION 


This is the twenty-second and concluding bimonthly report of the Smaller War 
Plants Corporation. The SWPC was established by an act of Congress on 
June 11, 1942 (Public Law 603, 77th Cong.). Three years and 7 months later 
an Executive order, effective January 28, 1946, transferred its lending powers, 
and also its prime contracts and surplus property priority powers to the Re- 
construction Finance Corporation and its other functions to the*Department of 
Commerce.’ 

The Corporation was originally created for the primary purpose of helping 
small plants participate in war production. In the rush for war output follow- 
ing Pearl Harbor, the military services turned almost exclusively to the large 
companies. This was only to be expected since the economy had reached a high 
degree of concentration before the war. In 1939, 1.1 percent of all firms in manu- 
facturing employed 500 or more workers and accounted for 57 percent of all 
the manufacturing employment in the country. By the early part of 1942, these 
larger manufacturers had received contracts which almost completely absorbed 
their existing capacity. 

At the same time, however, thousands of small plants could not obtain any 
war business and were being prohibited from producing civilian goods. This 
situation was brought to a climax early in 1942 when huge facilities expansion 
programs were authorized by the military services. These programs were 
criticized by the civilian war agencies on the grounds that: (1) they would 
divert to construction substantial quantities of raw materials needed for the 
actual production of war goods; (2) they would not result in the production of 
war materials for an extended period of time—generally over a year; and 
(3) they would not use, but rather would merely duplicate, many of the exist- 
ing facilities of small plants, 

At the same time, small manufacturers throughout the country were bring- 
ing to the attention of Congress the fact that their plants were idle owing to 
wartime restrictions and their inability to obtain war contracts. 

In other words, both from Washington from their own constituents, Congress 
was made aware of the problem of the small plants. Lengthy hearings were held 
on the situation, reports were issued by the Small Business Committees of Con- 
gress, and in the middle of 1942, Congress, by unanimous vote, passed Public 
Law 603 creating the Smaller War Plants Corporation. 





* Executive Order 9665, 11th Federal Register 1, January 1, 1946. 
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Under this law, as originally passed, the Board of Directors of the Smaller War 
Plants Corporation was appointed by the Chairman of the War Production 
Board. Funds for the operation of the SWPC were provided by the First Sup 
plemental National Defense Appropriations Act of 1943, approved July 25, 1942, 
the Secretary of the Treasury subscribing to the capital stock of the Corporation 
in the amount of $150 million. The Corporation was in business. 


General limitations 

In any statistical report such as this, which concerns the accomplishments of 
the Smaller War Plants Corporation, two important factors must be considered : 
the first is the legislative and actual powers which the Corporation possessed ; 
the second is the fact that a number of its activities, while of great value to 
small business, cannot be measured statistically. 

During most of its existence the Corporation had two principal legislative 
powers: (1) making loans for war and essential civilian production, and (2) 
taking prime contracts on its own account direct from procurement agencies and 
dispersing them as subcontracts to small business. 

In addition, the Corporation was also directed by law to carry on certain gen 
eral and indirect activities which, however, were not implemented by any spe 
cific legislative powers. Through the Chairman of the War Production Board, 
it was directed to make inventories of production facilities, direct the attention 
of procurment officers to small plants, help small business obtain subcontracts, 
certify small plants to Government procurement officers, and make various types 
of business studies. 

The methods of carrying out these general directives were those of persuasion, 
certification surveys, and the general pleading of the cause of small business 
Generally, the Corporation had no recourse if other Government agencies or large 
prime contractors chose to ignore its arguments. 

Even in its prime contract power, the Corporation was limited in fact if not in 
law. It was able to use this power only on rare occasions, since any extensive 
exercise of this power would have meant widespread duplication of the procure 
ment work of the military agencies. 

Furthermore, the Corporation was, from its very inception, a relatively small 
Government agency. It employed in all of its field offices, as well as in Wash 
ington, a little more than twice as many persons as were employed by one of the 
industry divisions of the War Production Board. With this limited personne], 
which was spread thinly throughout the country in more than a hundred field 
offices, the Corporation endeavored to obtain prime contracts for small business, 
make loans and leases, arrange subcontracts for small plants, provide them with 
technical information, assist them in obtaining materials for essential civilian 
production, make surveys and reports, and render various types of business serv- 
ices. Later it assisted small businesses in contract terminations, and provided 
aid not only to small-business men, but also to veterans, in obtaining surplus 
property. 

Many of these functions which were carried on by the Corporation could not 
be measured statistically. For example, one of the most important accomplish 
ments of the Corporation—and perhaps its chief achievement—was that of 
making the procurement officers of the military services in Washington and in the 
field much more aware and conscious of small business in the awarding of war 
contracts. The extent of this influence obviously cannot be measured statisti 
cally although it was a very real factor. Similarly, it was practically impossible 
to measure the benefits to small business resulting from persuading a large 
prime contractor to subcontract more of his work. There is no measure for the 
aid granted to small business in helping them carry through an.appeal under a 
war agency restriction order, etc. 

With these limitations on the legislative authority and actual powers of the 
Corporation, as well as the difficulties in measuring its accomplishments in mind, 
the statistical record of the Corporation may be examined. 





CHAPTER II. WAR CONTRACTS 


The most important function carried on by the Corporation was that of helping 
small plants obtain war contracts. In addition to the constant pressure which 
it exerted on the military services to place more of their contracts with smal! 
firms, the Corporation adopted four definite courses of action in helping small 
plants get into war production. 
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1. Prime contracts awarded with the assistance of SWPC 

Of these four, the most important consisted of the arrangements which the 
Corporation entered into with the military services to recommend individual 
small plants for specific prime contracts. Although the details of these arrange- 
ments were modified from time to time, their essential features were as follows: 

(a) The SWPC established liaison specialists in the central offices of 
the military services which placed war contracts. All military prime 
contracts flowed across the desks of these liaison specialists. It was their 
function to earmark those specific prime contracts which could be handled 
by small plants. 

(b) These earmarked prime contracts’ were then “fanned out” to the 
various SWPC regional offices in whose areas were located small plants 
capable of producing the item involved, 

(c) The SWPC regional offices would then, on the basis of information 
supplied by their district offices, designate certain small firms as capable 
producers of the item. Special emphasis was placed on those capable 
small producers which were urgently in need of work. 

(d) The designated small companies would then be requested to make 
bids for the prime contract. In addition to these formal steps, the Corpora- 
tion frequently assisted small firms in determining whether or not they were 
capable of producing a given item and, where necessary, assisting them in 
obtaining needed equipment and machinery. Also the Corporation helped 
small firms in the actual piacing of bids, including the preparation of 
specification. 

This work was conducted on a very extensive scale and absorbed most of 
the personnel of the Corporation. In its lifetime, the Smaller War Plants 
Corporation examined a total of nearly 205,000 procurments, 

As is shown on chart 1 nearly 60,000 prime contracts with a value of nearly 
$6 billion were awarded to small plants with the assistance of the SWPC through 
November 1945—the last month for which such information was compiled, Of 
this total, two-thirds (40,012) were War Department contracts with a value 
of $4.7 billion. More than 10,000 were Navy contracts and the balance of over 
7,000 were contracts with other Federal agencies, primarily with the Maritime 
Commission. (See table 2.) 

This assistance program, as is shown on chart II, did not really get under 
way until the beginning of 1948, since several months were required to recruit 
a staff and to complete the arrangements with the military agencies. From 
January 1943 to the end of the war, more than 1,000 contracts were awarded 
with the assistance of the SWPC in each bimonthly period. And during 11 bi- 
monthly periods more than 3,000 contracts were awarded, The peak activity 
came in the 4-month period, February through May 1945, when 11,800 contracts 
with a value of $1.4 billion were awarded. As the chart shows, the increase in 
the contracts awarded in 1945 over the levels of previous years was particularly 
striking. 

Small manufacturers throughout the country received the benefits of this 
assistance from the SWPC, although as is to be expected, the more industrialized 
areas received a greater share of the contract awarded. In the table below, 
the distribution of prime contracts is compared, by major geographic areas, 
with the distribution of industrial activty of small plants, as measured roughly 
by the 1989 value added by manufacture of plants with less than 500 wage 


earners 
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PRIME CONTRACTS 
NUMBER AND VALUE AWARDED WITH SWPC ASSISTANCE 
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Prime contracts awarded with the assistance of SWPC, distributed by areas 











[Percent] 

Smal] plants,! ‘ 
ane | value added | Value of prime 
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Northeast eee. Ee eed ee aE) OF Te FA ae | 57.7 54.7 
North Central.. patil niell PA NT OTe Cae ee 21.8 23.3 
South. . intdeanasseida baa caiiitietadaiiad eatin * Whale ERS 10.4 | 11.9 
Mountain and Pacific..........-.--------------- RAR >A BT det WD 10.1 10.1 

Total....... Se ee eee NT, ee ee i ee ae we 100.0 | 100. 0 








1 Less than 500 wage earners. 


The similarity between the two sets of percentage figures is striking. In other 
words, the geographic pattern of contracts awarded with the aid of the Smaller 
War Plants Corporation was almost exactly the same as the prewar pattern of 
industrial activity of small plants in the country. 

The SWPC made every effort to procure contracts for the distinctly small 
firms. , This can be seen in the following table which shows that more than 
one-half of the number and one-third of the value of prime contracts awarded 
with the assistance of SWPC went to firms employing less than 100 wage earners. 
Contracts with concerns having over 500 employees were negligible. 


Distribution by size of plants 
[Values in millions of dollars] 























Size of plant ~—— Percent Value Percent 
= 
BU, 6 «cdi dchsecccce eerie | 58, 385 100. 0 | $5, 734. 2 | 100. 0 
eRe Ee “ 
fn RS 19, 897 | 34.1 872. 2 | 15.2 
50 to 99 wage earners.........................----.-] 11, 512 | 19.7 | 88. 5 | 15.5 
100 to 249 wage earners_...............-- ladhshaiilned 14, 924 | 25. 6 | 1, 843. 4 | 32.1 
250 to 499 wage earners_. ee tle tah atin histaid 9, 534 | 16. 3 | 1, 792. 7 31.3 
500 and over wage earners.........__-. r ae 572 | 1.0 144.7 2.5 
UU INN. 2.5.2 kteckadcecmesacdabacceed | 1, 946 3.3 | 192 3.4 


Source: SW PC-6B and 8. 
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2. Prime contracts taken and let by SWPC 

Under the authority of Public Law 603, the SWPC was authorized to take 
prime contracts on its own account from procurement agencies and to distribute 
them as subcontracts to small firms. Essentially, this was only a means of last 
resort—a potential club over the heads of the procurement agencies which could 
be used in extreme cases. 

Actually no extensive use could ever have been made of this power. To have 
embarked upon any ambitious program of taking prime contracts and then dis- 
tributing them to small business as subcontracts would have duplicated much of 
the work of the military agencies themselves. Such duplication would never 
have been permitted either by the Budget Bureau or by Congress. Consequently, 
the Corporation made only infrequent use of this power, although its existence 
undoubtedly strengthened the hand of the Corporation in dealing with the 
procurement agencies. 

During its life, the SWPC took only 12 prime contracts with a total value of 
$35.5 million. These prime contracts were divided by the Corporation into 
approximately 260 subcontracts which were given to qualified small firms desig- 
nated by the field offices as urgently in need of work. Nine of these prime con- 
tracts were completed and deliveries made to the satisfaction of the procurement 
agencies. On VJ-day two which were still active were terminated by the pro- 
curement agency. The other prime contract with the Federal Public Housing 
Administration has been in an inactive status pending the development of the 
housing program. 


8. Subcontracts 

From its inception the Corporation was actively engaged in obtaining subcon- 
tracts for small plants from large prime contractors. War production required 
a vast number of parts and components—the so-called bits and pieces—which 
were singularly well adapted to production by small plants. In carrying out 
this program, the SWPC engaged in a variety of different types of work. It 
tried to persuade the large prime contractors to subcontract as much of their 
work as possible; it suggested to the prime contractor specific ways in which he 
could inerease his subcontracting; it brought to his attention the names of 
qualified small plants which could produce items that might be subcontracted ; 
it assisted the small firm in placing bids and specifications before the prime 
contractor: and it worked continuously to find additional small firms that could 
serve as Subcontractors. 

The results of this contact work between big business and small plants cannot 
be measured statistically, but it is known that a very large amount of subcon- 
tract business was placed with small firms as a result of the efforts of SWPC. 
The available figures show that through October 1945 the Smaller War Plants 
Corporation assisted in the awarding of more than 52,000 subcontracts with a 
value of $30.6 million. (See table 4.) 

These figures, however, tell only a small part of the story. They understate 
greatly the actual number of subcontracts awarded with the aid of the SWPC 
because in large part they represent only the first subcontract arranged between 
a small firm and a prime contractor. When that first subcontract had been 
completed and the small firm had gone to work on a second subcontract for the 
prime contractor, such “repeat subcontracts” were seldom reported by the small 
firm or the prime contractor to the SWPC. To have obtained such data would 
have involved placing an impossible burden of statistical reporting on American 
business. 

4. War production pools 

During the war nearly 250 war production associations or facilities groups 
received Government clearance, Thirty-two of these were certified formally 
under the provisions of the Smaller War Plants Corporation Act (Public Law 
603). In addition, the Smaller War Plants Corporation aided materially in 
the development of many of the other pools since they were composed principally 
of small manufacturers. The associations represented more than 2,000 com- 
panies employing over 140,000 workers. It has been estimated that they secured 
over $600 million in war contracts. 

Many small businesses which could not have otherwise participated-in war 
production were able to do so by means of pools. By joining up with other small 
firms they could collectively turn out war goods which, individually, none of them 
would have been able to produce. Nearly 100 pools were still in existence at the 
end of 1945. 
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As a result of these more or less formal procedures as well as the constant 
pressure on the procurement agencies exerted by the Corporation, the proportion 
of the value of prime contracts awarded to small firms rose steadily as the war 
progressed. Thus, as may be seen in chart ILI and table I, from November 1942 
to December 1943—the first year of the Corporation's activity in the field of 
prime contracts—only 12.8 percent of the prime contracts awarded by the War 
Department went to firms employing less than 500 workers. In 1944 when the 
Corporation was under a new leadership, the proportion rose to 20.0 percent. In 
the next 6 months period from January 1945 to June 1945, when war production 
was running at high levels and the policies of new management had become fully 
effective in operations, the percentage rose to 26.7. In the last months of the 
war effort following VE-day, the percentage rose to even higher levels—304 
percent. Although the data are less complete, prime contracts let by the Navy 
Department to plants employing fewer than 500 wage earners showed a similar 
trend, From April 1943 (first date information was available) to December 1943, 
8.5 percent of the Navy prime contracts went to small plants. In 1944 it rose to 
11.6 percent and in the first 7 months of 1945 it increased to 12.8 percent. 

The data presented in chart III strongly suggest that the efforts of the SWPC, 
particularly from the beginning of 1944 to 1946, contributed materially to the 
substantial increase in the share of prime contracts which were obtained by 
small plants. 


ARMY AND NAVY CONTRACT AWARDS 
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CHAPTER III. LOANS AND LEASES 


The Smaller War Plants Corporation was granted the power in Public Law 
6U8 to make loans and leases to small businesses for the “manufacture of articles, 
equipment and supplies, and materials for war and essential civilian purposes.” 
During its life the Corporation, as shown in chart IV, authorized nearly 6,000 
loans and leases, amounting to over a half billion dollars. More than 3,200 
of these loans were authorized in the last half of 1944 and in 1945. 

Che Corporation received over 26,000 inquiries regarding financial assistance 
and processed more than 9,000 applications for loans. The difference between 
the 9,000 applications and the 6,000 loans actually authorized represented appli- 
cations which were ineligible under Public Law 603, those which it was found 
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could be supplied by private banks, and those which were denied because they 
were not good risks. 

As may be seen from chart V, the value of the Corporation’s loan and lease 
authorizations reached a level of over $80,000,000 per bimonthly period early 
in 1944 and remained above that figure throughout 1944 and the first half of 1945. 
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Policy with banks 
The Corporation never made a loan unless the applicant had exhausted the 


private sources in his own locality. It frequently happened that private banks 
would make a loan which they had previously denied upon being supplied with 
the results of an investigation made by the SWPC. In this way the Corporation 
operated to assist private banks in meeting the financial needs of small business. 

In addition, the Corporation made “participation” loans with private banks 
in which the Corporation would take part of the loan, say 80 percent, and the 
private bank would take the remainder of it. These loans were handled and 
serviced by the banks. Also, the Corporation made “repurchase” loans in which 
it agreed to repurchase from banks, at any time on their demand, the unpaid 
balance of a loan, thus relieving the bank of any possibility of loss. The Corpo- 
ration entered into some 1,474 “participation” loans, amounting to $191,000,000 
of which the banks’ share was 12.7 percent and 314 “repurchase” loans, amount- 


ing to $5,700,000. 


Phases of lending activity 

The lending activity of the Corporation falls into three more or less distinct 
stages, as is shown in the accompanying chart. The first was from September 
1942 to January 1943. During this early period the Corporation was more or 
less getting under way, personnel was being hired, and procedures were being 
established. The second period, which lasted from February 1943 to August 
1944, was characterized by the making of relatively large loans to small plants 
which had obtained war contracts. During this period many small firms came 
to the Corporation for funds to finance war contracts which were so large in 
relation to the size of their business that local banks were unable to meet their 
financial requirements. In many areas banking restrictions and regulations 
prohibited private banks from making such large loans to such small firms. The 
average value of the Corporation’s loans, as is shown on the chart, was thus 


relatively high during this period. 
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The third and final phase of the Corporation’s lending activities may roughly 
be marked from September 1945 to January 1946. During this period following 
VE-day, the Corporation concentrated on essential civilian rather than war con 
tract loans because of the rapidly increasing demand for the former. The Cor- 
poration, anticipating this shift in the character of its lending activities, had 
supplied to its loan agents a list of products regarded by the war agencies as 
“essential civilian.” This list was later extended to cover the bulk of all manu 
factured products. At the same time, the Corporation, realizing that essential 
civilian loans required especially rapid handling, increased the authority of 
its field loan agents to authorize loans in the field from $25,000 to $50,000. 

As can be seen from the chart, there was an active demand by small business 
for these civilian loans. Both the number of applications filed and the number 
of loans approved rose sharply in this final period. At the same time, the loans 
requested were of much smaller amounts than was characteristic of the war 
period. Small manufacturers, owing to shortages of materials and supplies, 
were generally able to arrange for the production of only nimited amounts of 
civilian goods which they wished to place on civilian markets as quickly as possi- 
ble. This meant that they needed small loans quickly in contrast to their needs 
under war conditions for relatively big loans to finance large and extended war 
contracts. As a consequence, the average value of loans dropped sharply, and 
this, in turn, caused the total value of loans approved to decline. It seems clear, 
however, that if the sharp rise in the number of loans had continued for a few 
additional months, the total dollar value of loans authorized by the Corporation 
would soon have reached and perhaps exceeded its wartime heights. 


Regional authority 

Early in the lending operations it was found that many borrowers were in 
desperate need of relatively small sums of money which had to be processed 
quickly. For this reason regional loan agents were permitted to authorize loans 
of $25,000 or less without the review of the Board of Directors of the Corporation. 
The authority granted to the regional loan agents was liberalized at various 
times, particularly with respect to production loans and bank participation loans, 
In general it was the policy of the Corporation to centralize approvals of loans 
in the Board of Directors, but the authority noted above made it possible to 
handle small loans with a minimum of effert and proved to be a desirable policy 
where time was extremely important in granting of loans. 
Geographic distribution of loans 

As in the case of war contracts, the regional pattern of financial assistance by 
SWPC to small plants tended to parallel roughiy the industrial structure of the 
country. Hence, most of its loans were made to firms in the more heavily indus- 
trialized areas, although the less industrialized areas receivéd a considerable 
amount of the Corporation’s funds. This can be seen from the following table 
which compares the geographic distribution of Smaller War Plants Corporation 
loan and lease authorizations to productive activity of small plants, as measured 
by the 1939 value added by manufacture. The lower percentage figure of SWPC 
loans for the Mountain and Pacific area reflects partly the prewar economi 
importance of industries—such as lumber and timber products, canning and 
other food industries—which did not come into the SWPC for substantial loan 
requests. Conversely, the higher percentage figure of SWPC loans for the South 


reflects the relative scarcity of sources of private financial assistance in that area 


SWPC loans and leases distributed by areas 


Percent 
Small plants, 
Ay Value of SW PC) value added by 
loans and leases mrmanufacturing, 
1ua4u 
. 
Northeast 54. 2 7.7 
North Central 15.3 21.8 
South 23.7 10.4 
Mountain and Pacific 6.8 10.1 
Total 100.0 100.0 


Less than 500 wage earners. 


86267—51—pt 62 
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Characteristics of SWPC loans. 

In loans, as in war contracts, the SWPC concentrated on the distinctly small 
firms. Nearly half of the number of loans were made to firms with fewer than 
25 employees and more than four-fifths to firms with fewer than 100 employees. 
Only 1.0 percent of the total number of loans were made to firms with over 500 
employees. (See table 9.) In a special survey covering the Corporation’s lend- 
ing activity through December 1944, it was found that plants employing less than 
250 workers received 95 percent of the total number and 80 percent of the value 
of SWPC loans. 

Another indication of the emphasis by the Corporation on the distinctly small 
firms is to be found in the fact that nearly two-thirds of the number of its loans 
were for amounts of less than $25,000, with only 18 percent for amounts in excess 
of $100,000. (See table 12.) 

Since most of the Corporation’s loans were war loans, they reflected the needs 
of small business for funds to pay for materials, supplies, and labor costs of 
producing on war contracts. Consequently, most of the SWPC loans (84 percent 
of the value) were for working capital purposes. Small firms generally already 
had the plant and equipment needed for war production, and their demands for 
loans for fixed capital were, therefore, relatively small during the war. (See 
table 11.) 

Loans were made to firms in nearly all of the Nation’s manufacturing indus- 
tries, although there was naturally a heavy concentration in firms engaged in 
munitions production, (See table 10.) Twenty-nine percent of the loan and lease 
authorizations went to firms in the iron and steel (except machinery) industry 
and 13.2 percent to the electrical machinery industry. 


Low losses 

The losses of the Corporation on its loans were extremely small. Losses in- 
curred by the Corporation on its loans amounted to less than 1 percent of the value 
of the loans. In the special survey covering the period through December 1944, 
it was found that losses averaged only 0.7 percent of loan disbursements since the 
beginning of the Corporation's activities in 1942. 


Leases 

In addition to making loans, the Corporation provided further financial aid 
to small business through leases. Under its lease program, the Corporation 
purchased machinery and equipment needed for the production of war matériel 
and then leased it to small firms. This program was particularly helpful to 
those small firms which had obtained a war contract requiring specialized and 
expensive machinery that would not be of value to them in peacetime production. 

Some $22,800,000 of leases were authorized by the SWPC. With the ending 
of war contracts, some of this machinery and equipment has been sold to the 
lessees. Most of the remainder has been returned to the SWPC, and the 
Corporation has, in turn, resold a large portion of these facilities to other small 
firms with the result that they have remained largely in the hands of small 
business. 


CHAPTER IV. TECHNICAL ADVISORY SERVICE 


Late in 1943, the SWPC organized the Technical Advisory Service to assist 
small manufacturers in solving their production problems. Small manufacturers 
have always been at a disadvantage in not being able to maintain research and 
development organizations of their own, or to keep informed of new research 
developments. 

Scientific research was highly concentrated before the war, with one-third of 
the industrial research personnel being employed by 13 companies and two-thirds 
by 140 companies.’ During the war, scientific research which was greatly 
expanded by the Federal Government remained highly concentrated, with two- 
thirds of the value of Federal research and development contracts during 1940- 
44 going to only 68 corporations.* {Small business was thus badly in need of 
assistance in this highly important field of research and development. 


e * Reports submitted to U. 8S. Senate Committee on War Mobilization, Military Affairs 
ommittee. 

* Works Progress Committee, national research project, Industrial Research and Chang- 
ing Technology, 1940, pp. 45—46. 
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During the war, there was a rapid speeding-up of technological developments 
relating to the creation of new materials and new industries, replacement of 
old industries, and changing of production methods within existing industries. 
Since the war, many new technical problems have arisen, especially in connec- 
tion with reconversion techniques and the use of new products such as plastics, 
ceramics, lightweight metals, textile fabrics, and synthetic rubber. 

The Technical Advisory Service undertook no original research, but in response 
to specific requests, drew upon the best knowledge of universities, research 
institutions, and industry. The results of this assembly by the SWPC of tech- 
nical information have been made available through a library of reports main- 
tained in Washington and the regional offices. More than a thousand reports 
have been prepared covering a wire variety of subjects. A list of the amen 
covered is shown in table 13 of the appendix. 

Through December 1945, 7.208 original problems had been referred to the 
Technical Advisory Service. Nearly half of this total was received in 1945. A 
total of 22,773 requests were made, mainly in 1945, for already prepared reports 
after a file of them had been developed. 

Typical of the inquires received from small business by TAS are: 

(a) A manufacturer of cast aluminum pistons was endeavoring to bring 
out cast aluminum shingles and requested information on permanent coloring. 

(>) A small town manufacturer of milling machines wanted to know the 
probable trend of designs for quick freezer units for farm use. 

(c) A drug manufacturer sought available sources of transparent plastic 
containers for new products. 

(dq) A small machine shop, which was developing a supersonic device for 
dispelling fog from lakes, rivers, and airports, requested assistance in 
obtaining facilities for testing a fog-dispelling siren. 

(e) A very small producer of mercury, fearing an increase in postwar 
competition, wanted to know the most advanced methods of refining virgin 
and secondary mercury. 

(f) A manufacturer had developed a new cooking utensil and wanted 
to know the most practical design for an automatic utensil polishing machine. 

(9g) A furniture manufacturer wanted to know a substitute for peroxide 
for bleaching walnut wood. 

(hk) A manufacturer of wire cloth products was unable to resume importa- 
tion of this material from abroad and wished to know the technique used 
and the equipment required for weaving fine mesh wire cloth. 

(4) A manufacturer of jungle knives, in seeking peacetime possibilities, 
wanted to know the different types of steel used in manufacturing cutlery. 

A survey made in 1944 by the Technical Advisory Service indicated that 65 
percent of its requests related to manufacturing processes and materials, 13 
percent to production facilities, 12 percent to coating, plating, and similar proc- 
esses, and 10 percent to research, laboratories, testing formulas, and other 
miscellaneous uses. 


CHAPTER V. SURPLUS PROPERTY 


The Surplus Property Act of 1944 (Public Law 457) contained a number of 
provisions relating to small business. The act made it the duty of the Surplus 
Property Board “to devise ways and means and prescribe regulations to prevent 
any discriminations against small business in the disposal and distribution and 
use of any surplus property.” 

The Smaller War Plants Corporation was charged specifically with the re- 
sponsibilities of “making surveys from time to time and bringing to the attention 
of the agencies and the Board the needs and requirements of small business and 
any cases or situations which have resulted in or would effect discrimination 
against small business in the purchase or acquisition of surplus property.” The 
Corporation was also granted the authority of making or guaranteeing loans 
to small business “for the acquisition, conversion, and operation of plants and 
facilities which have been determined to be surplus property and * * * to 
arrange for sales of surplus property to small business concerns on credit or 
time basis.” 

In addition, the Corporation was authorized to purchase surplus property for 
resale to small business and to accept trade-ins on such sales when this action 
was believed necessary “to preserve and strengthen the competitive position of 
small business or to assist the Corporation in the discharge of its duties.” In 
making these purchases, the Corporation was specifically authorized to use the 
top priority power granted to Federal agencies. 
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However, in seeking this power before congressional committees, the Chairman 
of the SWPC made it quite clear that the Corporation intended to use it only 
sparingly. Like the prime-contract power, it was to be used as a means of 
last resort to obtain a greater degree of recognition for small business from 
other Government agencies. 


Search program 

Searching for specific surplus items on behalf of individual small businesses 
soon proved to be the Corporation's basic surplus property program. Small busi- 
ness was more interested in the aid which the Corporation could provide in find- 
ing surplus items than in any of its other more sweeping powers. Once a surplus 
item had been located for a small firm, the Corporation might then purchase it 
for resale to a small business, take in a trade-in, or make a loan to the company. 
tut before any of these other activities could be undertaken, the surplus 
property first had to be located. 

Under the Corporation’s search program, small-business men listed at the 
SWPC district offices their own particular needs for specific types of surplus 
property. These lists were then transmitted to SWPC liaison specialists sta- 
tioned in the regional offices of the various disposal agencies. Upon receiving 
the list, the liaison specialist would search through the files of the disposal 
agency and try to find the items requested. If the search was successful, the 
liaison specialist would then notify the small-business man exactly where the 
surplus item requested was located, where it could be inspected, when it would 
be sold, the various conditions of sale, etc. The small-business man could then 
visit the surplus property involved, inspect it, and decide whether or not he 
wished to acquire it. 


Machine tools 

The Corporation placed great emphasis upon capital equipment, particularly 
machine tools, which would be of lasting benefit to small producers in contrast 
to the short-run benefits which might be gained from the sale of consumers’ 


goods. 

There were both a large supply and demand for surplus machine tools, The 
Governmgnt owned more than half a million of them—equivalent to 20 years’ 
normal production. On the demand side, the plant equipment of many small 
plants was obsolete and out of date. The average machine tool in small plants 
is about 15 vears old and a large proportion of them are more than 30 years old. 
As a basis for planning the Corporation’s machine-tool program, a trial survey 
was conducted in Wayne County, Mich., covering some 200 small plants in metal 
working, machinery, and transportation eduipment industries. The survey in- 
dicated clearly that small plants were very anxious to obtain surplus tools. The 
findings of the survey were— 

1. About 71 percent of the plants surveyed intended to acquire machine 
tools for postwar production ; 61 percent wanted surplus Government-owned 
tools 

2. Plants which planned to acquire machine tools expected to purchase an 
average of eight tools each. 

3%. Fifty-seven percent of the plants which planned to acquire machine 
tools wanted to turn in an average of seven used tools on their purchase. 

!. More than half of the plants that wanted Government-owned tools 
expected to obtain loans or make deferred payments. 

5. Forty-six percent of the plants which expected to obtain loans planned to 
seek credit from a Government agency, 

6. Relatively few Government-owned tools were in small plants. 

With the need thus established, the Corporation then embarked upon an am- 
bitious program to help small plants obtain the surplus tools. Forms were 
mailed to the more than 35,000 small metal-working plants in the country, asking 
them to list the specific types of machine tools which they wanted, so that the 
SWPC could begin a search for individual tools. Unfortunately, because of the 
tremendous workload involved in the veterans’ surplus property program, as 
described below, this machine-tool program later had to be put aside by the 
Corporation 
Small-business applications 

The regional offices reported that, up to August 31, 1945, they had received 
4,000 applications for surplus property from small-business men. These appli- 
cations did not include either those resulting from the machine-tool program, 
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as described above, or those filed by veterans. By October 15 this figure had 
risen to 10,000 applications, and by the end of November to 16,000. By November, 
applications for surplus property were being received from small business at 
the rate of approximately 4,000 a month. 


Veterans’ surplus property program 

Under the Surplus Property Act of 1944, the Surplus Property Board was in- 
structed to “aid veterans to establish and maintain their own small business, 
professional, or agricultural enterprise, by affording veterans suitable prefer- 
ences * * * in the acquisition of the types of surplus property useful in 
such enterprises.” 

The Smaller War Plants Corporation in July 1945 was made responsible for 
making this congressional mandate a reality. Specifically, the Corporation was 
to exercise, for veterans, the priority purchase power granted to it for small 
business, that is, to buy up surplus property, and resell it to veterans. The 
Corporation was to use this power only if, in its opinion, the veteran had a 
reasonable chance of success in his business venture. Also other restrictions 
were imposed. 

This plan of meeting the request of veterans for surplus property was replaced 
by a different type of plan in October 1945. Under this new plan, the role of 
the SWPC was sharply changed from that of purchasing and reselling great 
quantities of trucks, staff cars, jeeps, and other items wanted by veterans to that 
of issuing to eligible veterans a certificate, and directing them to the nearest 
office of the disposal agency which handled the item requested. This certificate 
permitted the veterans to purchase surplus property at the lowest price at which 
it was sold by the Federal Government, eliminating the distributive mark-up. 
In addition, the Corporation could, in individual cases, act as agent of the 
veterans, or could treat them as small-business men, purchasing and reselling 
surplus property. Even when this was not done, the Corporation in many cases 
endeavored to locate, in the disposal agencies, the specific surplus item requested 
by the veteran. However, the Corporation no longer had to pass judgment on 
the veteran’s chances of success in his business venture 

In addition, the revised plan eliminated the $2,500 limit on veterans’ pur- 
chases, and permitted veterans in retail business to purchase an initial stock 
of goods for resale to the public. 


Effect of the veterans’ program 

The impact of the veterans’ program on the SWPC was terrific. This can 
be seen in the fact that through the end of November, over 177,000 applications 
had been received from veterans—most of them being filed in October and 
November. Since each veteran requested, on the average, three surplus items, 
the SWPC issued over half a miilion certificates. To say that the Corporation 
was very inadequately staffed to handle this great flow of applications is to 
greatly understate the situation. The Corporation had been selected for this 
job primarily because of the fact that it had a large number of district offices 
scattered throughout the land. These district managers soon found themselves 
confronted with long lines of insistent veterans outside their offices requesting 
certificates and other information. 

Although the district offices literally worked night and day, Saturdays and 
holidays, on this program, the workload was so great that other programs of the 
Corporation temporarily had te be curtailed. These included, especially, the 
surplus machine-tool program, the business services program, and the Techni- 
cal Advisory Service. At the time that the functions of the Corporation were 
transferred, the lines of veterans outside the district offices were as long as ever, 
but the offices had practically eliminated the large backlog of applications 
which had accumulated 


CHAPTER VI. OTHER ACTIVITIES 


Contract termination 

One of the first steps toward reconversion and the postwar operation of small 
plants was the termination of war contracts. This problem was particularly 
difficult for small-business enterprises, not only because their financial resources 
were limited, but also because much of their war work had been based on sub- 
contracts and they thus had to obtain payments from other private firms, which, 
in turn, had to obtain their settlements ultimately from the Government. 
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Under the Contract Settlement Act of 1944, the Chairman of the Corporation 
was made a member of the Contract Advisory Board. The Director of Con- 
tract Settlement was directed to “collaborate with the SWPC in protecting the 
interests of small war contractors in obtaining fair and expeditious termination 
settlement and interim financing.” The Corporation was specifically directed to 
assist small business concerns in securing interim financing, and in preparing 
applications for such interim financing. It was also directed to help them in 
effecting termination settlements, in removing storage termination inventories, 
and in making interim loans and guaranties. The purpose of these services was 
to assure fair and equitable treatment to small business concerns from prime 
contractors and intermediate subcontractors in connection with the termination 
of war contracts. 

As one of the first steps in assisting in contract termination, SWPC reconver- 
sion specialists held meetings with contractors to outline procedures and methods 
of contract termination. In the second half of 1945, approximately 1,200 meet- 
ings were held and were attended by about 25,000 contractors. At least 80 per- 

cent of the firms represented employed fewer than 500 employees. Following the 
general education program, SWPC field offices gave individual help to thou- 
sands of small-business men in interpreting rules and regulations, preparing 
forms, etc. Following its customary policy, the Corporation attempted to place 
interim financing business first with the local banks rather than of making the 
loan itself. 

Business services 

The SWPC field offices performed many services for small business in ad- 
dition to those which might be classified under the established war contract, loan, 
technical advisory service and surplus property programs. These additional 
services included liaison work between individual small businesses and other 
Government agencies such as WPB, WMC, and OPA. Small business found in 
SWPC fleld offices men who were familiar with rules, regulations, and practices of 
Federal agencies and their relations with small business. In addition to liaison 
work with Federal agencies, the SWPC field staff, because of its wide contact 
with small business in the locality of its many offices, was able to provide many 
valuable services to individual small businesses. This type of assistance is il- 
lustrated by efforts made on behalf of individual small businesses in locating 
specialized equipment, scarce raw materials, etc. 

In the field of civilian production the SWPC aided small businesses during the 
war by assisting them in filing appeals under WPB restrictive orders, by providing 
interpretations and explanations of limitations and orders, by helping them obtain 
higher price and manpower ceilings, and by proposing and advocating plans which 
would permit small firms to undertake civilian production if it did not interfere 
with the war effort. For example, the SWPC aided more than 4,000 small firms 
in filing appeals under WPB restrictive orders. 

One of the most effective ways in which the SWPC aided small business was 
in its active promotion of systematic plans to provide small firms with materials 
and exemptions from WPB restrictive orders. Following the peak of war produc- 
tion in the fall of 1943, an increasing number of small plants were released from 
war production, either as prime or subcontractors. At the same time stocks of 
surplus materials were rising throughout the country and unused manpower was 
to be found in many communities, particularly in smaller cities and towns. 

The SWPC submitted to the WPB on April 17, 1944, a plan, known as the 
smaller producers reserve, which would enable small plants to obtain surplus 
and other available materials for the production of restricted civilian items 
without interfering with war production. 

The SWPC promoted this plan with the utmost vigor. And although it met 
with many objections, many features of the plan were finally adopted, in modi- 
fied form, by the WPB on August 15, 1944. Known as the spot-authorization 
plan, or the PR—25, the WPB plan, it provided in the words of the WPB, “a way 
by which manufacturers may be authorized to make articles which are otherwise 
restricted or prohibited by order of the WPB, but only when they have labor and 
facilities available which are no longer needed for essential purposes.” 

The plan was in operation for approximately 6 months, being brought to au 
end by the insistence of the military agencies that it was interfering with war 
production. During its life some 6,600 applications were received, of which 
some 5,000 were approved. The great bulk of the applications came from small 
concerns. Firms employing less than 100 workers accounted for 83 percent of 
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the total number of applications and those with less than 50 workers for 73 
percent. 

That the spot-authorization plan did, in fact, provide relief to small business 
without interfering with war production is indicated by a survey of its opera- 
tions made by the WPB, published on March 12, 1945. The priacipal findings 
of this report were summarized by the WPB, as follows: 

“1. The spot authorization plan has been an effective device for authoriz- 
ing unprogramed civilian production under conditions of noninterference 
with war production. 

“2. Many uses of the spot authorization plan are war supporting in char- 
acter. A number of establishments are using spot-authorized production 
primarily to hold their labor forces together during down time or stand-by 
time, whenever interruption of military production is unavoidable. 

“3. Production authorized under spot did not draw labor from war pro- 
duction, and denial of authorized spot applications would not have released 
significant numbers of additional employees needed for war production. 
The actual production accomplished under spot was completed with labor 
from the following source (arranged in descending order of importance) : 

“(a) Full utilization of persons otherwise employed less than full 
time. 

“(b) Use of idle down time of employees regularly engaged in war 
production. 

“(c) In-plant transfer of labor from the production of one civilian 
product to another. 

“(d) New employment of unskilled female labor in localities where 
such labor was actually surplus. [Italics added.] 

Despite this favorable report, the spot authorization plan was practically 
ended in March 1945 with the imposition of extremely rigid manpower limita- 
tions and the failure of the WPB to allocate materials for it in the second quar- 
ter of 1945. Although the SWPC made every effort through VJ-day to have the 
plan reinstituted, it was put aside by the WPB in favor of its general policy of 
maintaining most restrictions until VJ-day and then of eliminating nearly all of 
them at one time. 

The SWPC, however, continued its efforts to protect small business in the 
distribution of materials during the reconversion period, Largely as a result of 
these efforts, the WPB early in May 1945 put into effect priorities regulation 27. 
This regulation permitted the very smallest group of manufacturers—those with 
total net sales of less than $50,000 per quarter—to self-assign priority ratings 
for the purpose of obtaining materials, components, and equipment. Although 
no statistical data were ever compiled by the WPB on the operation of this plan, 
it is known that many small businesses used the provision to obtain needed items, 
The regulation continued into effect until December 31, 1945, when, over the 
objection of the SWPC, it was permitted to expire. 

Priorities Regulation 27, while of considerable value to the very smallest 
firms, did not help the rest of small business. The SWPC felt that the great 
number of smaller firms which were not small enough to take advantage of 
PR-27 would be frozen out in the scramble for the limited amount of materials 
and supplies that would be available during the reconversion period. 

Largely at the insistence of the SWPC, the WPB on July 1, 1945, put into 
effect Priorities Regulation 28, which provided priority assistance to concerns 
urgently in need of materials and supplies. The WPB, however, did not con- 
fine the scope of this regulation to small plants but left it open to all sizes of 
manufacturers. However, the WPB did agree to assign priority ratings to any 
small company which received a certification from the SWPC stating that the 
items requested were necessary for it to continue profitable operation. From 
July 1, 1945, to January 28, 1946, approximately 300 small businesses received 
assistance through the SWPC alone under this regulation. But here, again, the 
real importance of the corporation was not in the actual operation of the regula- 
tion but in the active role which it played in getting the regulation adopted and 
put into effect. 


Reports 

In addition to the direct benefits to small business provided by the SWPC in 
the form of loans, contract placement, technical information, and other operating 
programs, the corporation has provided certain indirect servicices to small busi- 
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ness, with its analytical studies. It has made research reports on such matters 
as concentration in industry, taxation of small business, impact of the war on 
various commodities, financial assistance to small business, the veterans and 
small business, reconversion, prospective shortages of materials needed by small 
business, etc. 

These reports have not only provided the SWPC staff with factual informa- 
tion regarding the problems of small business, but also have provided valuable 
information for Congress in legislating in the interest of small business. Some of 
the reports have been widely circulated outside of Government channels. 

In its bimonthly reports to Congress the SWPC attempted to describe in some 
detail many of the problems of small business and to suggest programs for their 
solution. It outlined a program of assistance to veterans which would aid them 
in establishing a small business on an economically sound basis. It demon- 
strated the advantage of the multiple tenancy plan in the disposal of surplus 
war plants. The attention of Congress was called to the fact that small busi- 
nesses are being swallowed up by big corporations at an increasing rate. A 
program of business loan insurance for the Federal Government was advocated 
as a means of assisting small business to obtain financial aid through private 
banks. The SWPC advocated a foreign trade program directed specifically to 
help small business. These and many other matters have been presented in the 
reports to Congress. 

Five of the separate reports issued by the corporation may be briefly noted 
below : 

Concentration.—This study sets forth the results of an extensive investigation 
into the extent of the concentration of economic power in manufacturing indus- 
tries especially during the war. The growth of concentration is traced from the 
beginning of the century to the present time, with particular emphasis on 
World War II effects. Industry-wide analyses of changes in assets, employment, 
production, wages, and facilities were used as measures of the extent of con- 
centration. 

Taration.—This study presents, as a result of investigations of the problems 
of sinall business in obtaining capital and credit, a long-range tax program. The 
program is based on the theory that the tax system should be so designed that 
small business can reinvest its earnings more easily, and that risks be reduced 
to encourage the flow of outside funds into small business. Some of the more 
important features of the program are: Corporate taxes: (1) remove small 
business from liability under the excess-profits tax, (2) repeal taxes on capital 
stock, (3) repeal the carry-back of unused excess-profits credit, (4) extend the 
carry-forward of losses to at least 7 years, (5) permit accelerated depreciation, 
and later (6) repeal the carry-back of losses, lower the present rates, remove the 
“notch” provision, and provide optional partnership treatment. Individual 
taxes: (1) increase exemptions, (2) liberalize the deductibility of capital losses, 
and (3) moderately reduce the rates. 

Small business and civie welfare.—This study represents the findings of a sur- 
vey made of three big-business cities and three small-business cities. Its pur- 
pose was to determine the level of civic welfare of cities whose industrial workers 
are employed principally by large absentee-owned corporations as compared 
with that of cities whose industrial workers are primarily located in small, 
locally owned establishments. The study indicated that the small-business 
cities had (1) considerably more balanced economic life and (2) a higher level 
of civic welfare. The differences in city life between the cities studied rested 
primarily on the differences in industrial organization. 

SWPC loans.—This report was an internal operating analysis of the practices 
and results of the SWPC loan program. It was made in terms of net (as op- 
posed to gross) loans by eliminating unused loan authorizations and revolving 
fund moneys in production loans. It was found that 80 percent of the value of 
SWPC loans went to firms with less than 250 workers and that 90 percent were 
for working capital. The average loan was for $95,000, and only 4 percent of 
the small borrowers were inexperienced in the businesses financed. 

Machine tool survey.—In October 1944, a survey was conducted in Wayne 
County, Mich., of metal-working plants to obtain information concerning the 
potential demand for machine tools from Government-owned surpluses. The 
results of this survey have been described above. 7 
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TaBLe 1.—Number and dollar value of contracts awarded by Government procure- 
ment agencies, shown by months and number of wage earners * 


[Value in thousands of dollars] 


man Under 100 wage Under 5 ge 
Total contracts nder 1] ge nde wage 
earners earners 


Procurement agency 
Percent Percent Percent! P¢ 
Number Value of of of 
number value number 


ARMY 


1942: November and December _. 
1943: January through December 
1944: January through December 
1945: 

January ae 

February - 

March. 

April 

May 

June 

July 

August 

September 

October 

November 


bo bo bo PO 


NAVY 


1943: April through December 
1944: January through Decem! 
1945 

January 

Febru wy 

March 

April 

May 

June 

July 

August 

September 

October 


MARITIME COMMIS 
January through December 


January 
February 
March 

A pril 


DEPARTMENT OF IN 


1944: February through December 
1945 
January 
February 
March 
April 
M ay 
June 
July 
August 
September 


FEDERAL PUBLIC HOUSING AUTHORITY 


1944 
February-March 
June-July 
August-September 
October-November 
December-January 1945 
1945 
February-March 
April-May 
June-July 
August-September 


Seet footnotes on p 
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TABLE 1.—Number and dollar value of contracts awarded by Government procure- 
ment agencies, shown by months and number of wage earners—Continued 


[Value in thousands of dollars) 





| 
Under 100 wage | Under 500 wage 
earners earners 





| 
| Total contracts | 
| | 
| | 














Procurement agency | | | | 
Percent! Percent} Percent| Percent 
Number; Value | of | of of of 
jnumber| value jaumber value 
| | 
| | 
CIVIL AERONAUTICS ADMINISTRATION | 
1944: 
January-March ‘ Te eS oy a -| 17 $2, 100 | 17.6 2.1 4.7 77.6 
April-May 3 ees ----| 12 189} 167] 138! 883 79.4 
June-July ES ar a a" 16 | 564 | 18.8 80! 86.3 23.3 
August-September ) 10 476 | 2.0 18.5 60.0 73.1 
October-November ‘ a --| 5 %@/ 40.0] 57.7 60.0 69.5 
December-January 1945....... selakase dotkind 7 256 | 28.6) 7.7 71.4 55.4 
1945: 
February-March. .......... Pe. SS 3 28; 66.7 | 63.3 | 100.0 100. 0 
April-May 5 19/ @ @ | 80.0 92.4 
PEED « cohncinds idicthskidiesedisduccel | 15 | 568 | 26.7 | 59.4 | 53.3 73.4 
PANAMA CANAL 
. j i 
February-March... .__- pichidosoednd | 20 | 278} 20.0 | 19.1} 25.0 23.1 
April-May. -. senove péduipbibeocotee 17 246 23. 5 | 19.1) 29.4 23.6 
June-July é 17 199} 20.4 26.1 58.8 45.7 
August-September... paeoginabnld —_ 21 437 | 33.3 | 16.7) 381 19.0 
October-N ovember PEN ad 32 318 | 37.5 |) 31.1) 50.0 40. 3 
December-January 1945..... .. Ghoti nee 41 432 24.4; 20.0 39.0 30.2 
February-March 4 soul 36 591 22.2 15.2 | 41.6 29.2 
April-May th 34 302/ 147| 124) 382] 369 
June-July ‘ oa ~al 49 477 | 24.5 24.6; 651.0 52.6 
August-September ; . | 23 | 359 | 30.4 | 30.1 39.1 37.6 
October-November 30 405; 43.4 36.6 63.4 49.4 
| | 
LEND-LEASE | 
1944: February through December | 21,777 1, 293, 248 19.8 | 6.3 39.5 20.0 
1945, 
January | 2, 276 83,932; 2.8/ 13.8 44.9 33.2 
February -| 1, 703 | 58,1388 | 20.3) 24.5 54.4 41.5 
March | 1, 938 83, 039 | 15.8 4.7 36.3 | 17.1 
April 1, 687 84, 285 21.6 10.8 30.5 | 16.8 
May | 1, 619 | 61,867} 38.9] 35.7/ 40.7/| 383 
June _— 1, 648 82,021 | 39.1 27.0 39.8 27.2 
July | 1,858 73,021} 41.7! 35.2] 436! 36.4 
August piaiel 1, 051 31,296; 49.3 44.5) 50.6 45.7 
September ® 346 | 22,002; 42.2/ 31.0) 428/] 312 
October . 405 18,933 | 49.6 53.6 51.6 | 55.0 





! Data shown for the Army, Navy, and Maritime Commission are limited to contracts of $10,000 or more, 
and those of the Civil Aeronautics Administration and Panama Canal are limited to contracts of $5,000 or 


more 
? Full data not available for these months, 
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TaBLe 2.—Prime contracts awarded with the assistance’ of the Smaller War 
Plants Corporation 


TIME SERIES 
[Values in millions of dollars} 


Bimonthly total | Cumulative 


Period ——- ———  ——————_—_—— 


| 


| 


Number | Value Number Value 


November 1942 alia 82 2. 3 
December 1942 to January 1943 E ) , 126 85. 4 
February to March 1943 | , 83! 179.8 
April to May 1943___. , 804 | 221. : 
June to July 1943 3, 06 253. 6 
August to September 1943 

October to November 1943 

December 1943 to January 1944 

February to March 1944 

April to May 1944 

June to July 1944 

August to September 1944 

October to Novernber 1944 

December 1944 to January 1945 

February to March 1945 

April to May 1945 

June to July 1945 

August to September 1945 

October to November 1945 





DISTRIBUTION BY AGENCY? 


[Values in millions of dollars] 





Agency Number Value 





Total, all agencies 


Army 

Navy 

Other Federal agencies. 
Non- Federal agencies 
Unspecified __. 


5, 890 
1, 955 
145 


1 Includes 8,077 prime contracts valued at $740.1 million which were awarded with the concurrence of 
SWPC. 
3 Distribution estimated after June 1945 


TasLe 3.—Prime contracts awarded with the assistance’ of the SWPC 
DISTRIBUTION OF REGIONS 


[Values in millions of dollars] 





Number of 


wions ren ‘nt eree 
Region eonazents Percent Percent 


United States. 


Boston _ 

New York... 
Philadelphia 
Atlanta......... 
Cleveland... .. 
Chicago 
Kansas City 
Dallas 

Denver 

San Francisco 
Detroit 
Minneapolis 
Seattle 

Los Angeles... 


! Includes 8,077 prime contracts valued at $740.1 million which were awarded with the concurrence of 
SWPC. 


Source: SWPC-6B and 8 
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Taste 4.—Subcontracts awarded with the assistance of Smaller War Plants 
Corporation from November 1942 through October 1945 


[Values in thousands of dollars] 


Region | Number Value 

United States 52, 563 | $30, 577.9 
Boston — 6,191 | 1, 937.9 
New York I 5. 010 | 1, 658. 0 
Philadelphia . | 3, 579 | 1, 696. 4 
Atlanta | 1, 258 | 727.9 
Cleveland | 10, 345 | 9, 576.4 
Chicago 3, 962 | 2, 531.1 
Kansas City ‘ 5, 645 | 1, 253. 1 
Dallas . 2,913 153. 9 
Denver 321 110.1 
San Francisco. . ae 2, 864 987.1 
Detroit 5, 875 | 6, 715.0 
Minneapolis... 199 | 45.7 
Seattle 1, 820 | 602.7 
Los Angeles | 2, 581 | 2, 582.8 

' 
Tas_e 5.—Inquiries received in field offices regarding SWPC loans 
[Value in thousands of dollars] 
* * , 

Period Number | Value 
1942—-Septem ber-Decumber . .. 300 $17,414 
1943— First half 1,318 50, 292 

Second half 2, 382 | 74, 447 
1944— First half 3, 756 214, 531 
Second half 3, 714 | 246, 391 
1945— First half 4.490 382, 620 
Second half 110, 222 3038, 463 
1946—January 709 25, 285 
Total ‘ . . 26, 891 1, 341, 452 

! Includes 476 inquiries by veterans for loans on surplus property. 

TaBLe 6.—Loan and lease applications filed (fully processed in field and filed 
in Washington) 
[Value in thousands of dollars] 
a ? 4 —$—— | ‘ 

Period | Number | Value 
1942—September- December 148 | $14, 209 
1943— First half | 643 | 42, 311 

Second half j 1, 157 | 62, 609 
1944— First half 1, 783 127, 229 
Second half 1, 771 | 184, 571 
1945—First half 1,771 219, 568 
Second half 1, 820 | 171, 820 
1946—January : 421 | 23, 874 


Total - pe | 9, 514 | 846, 280 
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TaBLe 7.—Loan and lease applications approved 


[Value in thousands of dollars] 


Period Number Value 

1942—Septem ber- December : ‘ 40) $3, 632 
1943—First half 370 12, 740 
Second hal = . | 745 42,120 
1944— First half ‘ ; abd | 979 76, 735 
Second half . | 1,040 120, 407 

1945— First half . 1, 094 154, 362 
Second half 1, 144 77, 478 
1946—January ‘ ; : ; : 396 16, 905 
Total..... ‘ ‘ ™ a eta Oh af sit as : 5, 808 504, 379 


TasLe 8.—Loan and lease approvals, by regions 


{Value in thousands of dollars] 








Region Number Value Region Number | Value 
1. Boston 391 9. Denver + a $2, 883 
2. New York 1, 197 10. San Francisco 174 5, 501 
3. Philadelphia 512 ll. Detroit 181 12, 114 
4. Atlanta 673 12. Minneapolis 199 | 5, 921 
5. Cleveland 457 13. Seattle 156 7, 769 
6. Chicago ; 560 14. Los Angeles = 232 17, 601 
7. Kansas City 299 - 
8. Dallas ; 652 Total pie kialeeet 5,808 | 504,379 
TABLE 9.—Employment of firms receiving SWPC loans and leases 
Firms 
Number of employees _ 
Number Percent 
' ' 
0 to 25 ; , | 2, 918 50. 2 
26 to 0 : 1, 121 | 19.3 
51 to 100 ‘ J bow 783 13. 5 
101 to 250 ‘i potind ‘ | 706 | 12.1 
251 to 500 rhea 224 | 3.9 
Over 500... a | 56 1.0 
er me aS ey ee ee 5, 808 | 100. 0 
| ' 
TABLE 10.—I ndustry of firms receiving SW PC loans and leases 
Value in thousands of dollars] 
Industry Number | Percent Value Percent 
Food and kindred products 3ti4 6.3 30, 826 6.1 
Tobacco manufacturers 
Textiles and other fiber manufacturers 
Apparel and other finished products made from fabrics 268 4.6 27, 071 4 
Lumber and timber basic products 341 5.9 16, 673 3.3 
Furniture and finished lumber products 454 7.8 5, 572 5.1 
Paper and allied products 21 3 3 
Printing and publishing, ete 32 5 ; 
Chemicals and allied products 251 4.3 4.2 
Products of petroleum and coal 85 1.5 1.0 
Rubber products 17 s 5 
Leather and leather products 12 2 2 
Stone, clay, and glass products 1€5 2.8 l 
Iron, steel, arfd their products, munitions (except machinery 2,071 35.7 = 6 
Nonferrous metals and their products 143 2.5 1.9 
Electrical machinery | 128 7.4 13.2 
Machinery (except electrical 287 4.9 9.2 
Automobiles and their equipment 92 1.6 4.7 
rransportation equipment (including airplane parts 596 10.3 12.6 
Miscellaneous industries 151 2.6 1.4 
Total ae Pee a —_ 5, 808 100.0 100.0 
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TABLE 11.—Purpose of SWPC loans?’ 


Operating capital 
Debt retirement 
Machinery 
Building 
Supplies 

Land 

Other 


Total 


[Value in thousands of dollars) 





Purpose 





| Leases valued at $22,797,000 excluded. These were practically all for machinery. 


TABLE 12.—Size of SWPC loans * 


$5,000 or under 
$5,000 to $10,000 
$10,000 to $25,000 
$25,000 to $50,000 
$50,000 to $100,000 
$100,000 to $200,000 
$200,000 to $300,000 
$300,000 to $400,000 
$400,000 to $500,000 
$500,000 and over 


Total. 


1 Excludes leases. 


Taste 13.—List of subjects covered by 


Abrasives 
Adhesives 
Agriculture 

Air conditioning 
Bibliogra] hy 
Building materials 
Castings 
Ceramics 
Chemicals 
Chemical processes 
Cleaning 
Coatings 
Construction 
Corrosion 
Dehydration 
Dyes 

Electrical 
Finishes 

Fire 

Food products 
Forest products 
Forgings 


Glass 


Heating and ventilating 
Heat treating 
Insecticides 
Instruments 
Insulation 
Laboratories, research 
Leather 

Lubricants 

Machinery 

Machine operations 
Machine tools 
Maintenance 
Management 
Mechanical equipment 
Metallurgical 

Metals 

Metals, ferrous 
Metals, nonferrous 
Office 

Oils, other than petroleum 
Packaging 

Paints 

*aper 


TAS reports 


Personnel 

Pest control 
Petroleum 
Pharmaceuticals 
Photography 
Plastics 
Plating 
Preservatives 
Printing 
Production 
Radio 

Raw materials 
Reference books 
Refrigeration 
Rubber 
Synthetics 
Sound 
Textiles 
Waste 
Waterproofing 
Welding 
Wood 
Miscellaneous 





-wcoPrOoOmre 


WK SNOW -1se ws 


Value Percent 

| oe 

$400, 809 83. 

cai bees 27,772 | 5 

20, 058 6. 

13, 322 | 2. 

n 9, 033 1. 
aul 965 
andinnd a 658 

481, 580 100. 

Number | Percent 

747 15 

700 | 14. 

1, 551 | 31 

570 11. 

466 | 9. 

352 7. 

158 3 

80 | 1. 

54 | I 

204 4 

; 4, 882 100. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 2841 


TABLE 14.—Number of requests made by small business to the technical advisory 
service 








Requests 
for library 
reports 


| Original 
problems 


+ ont Requests 

| Original | for eee 

| 4 i 

| Problems | reports | 
| 








| 

1943—September to De- | 1945—January -_- | 198 853 
cem ber . February 204 846 
1944—January _§ = | March._..... : 366 803 
February... | 24: sethaliaideainanal In April._.. 288 569 
March biti s cepa May 344 | 602 
April | | June.._... 436 | 052 
May j ae ae 367 | 124 
June___. RS August. “ 254 | 304 
July 26:! Septem ber | 333 | SO5 
August October 959 
September... | ri November... S64 
October. . .. : 32: December - - , 510 

November... ‘ 
December... y Total, 1945- - 

1946—January - 


a 


, 33 
nm" 
a 


1 
10 


Grand total... . | 23,171 














